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OIL FOR INFLUENCE: HOW SADDAM USED 
OIL TO REWARD POLITICIANS UNDER THE 
UNITED NATIONS OIL-FOR-FOOD PROGRAM 


TUESDAY, MAY 17, 2005 

U.S. Senate, 

Permanent Subcommittee on Investigations, 

OF THE Committee on Homeland Security 
AND Governmental Affairs, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 9:34 a.m., in room 
106, Dirksen Senate Office Building, Hon. Norm Coleman, Chair- 
man of the Subcommittee, presiding. 

Present: Senators Coleman, Bennett, Levin, and Dayton. 

Staff Present: Raymond V. Shepherd, III, Staff Director and 
Chief Counsel; Mary D. Robertson, Chief Clerk; Leland Erickson, 
Counsel; Mark L. Greenblatt, Counsel; Steven A. Groves, Counsel; 
Mark D. Nelson, Counsel; Brian M. White, Professional Staff Mem- 
ber; Katherine Russell, Detailee (FBI); Phillip Thomas, Detailee 
(GAO); Gregory Coats, Detailee (IRS); Jeffrey James, Detailee 
(IRS); Richard Fahy, Detailee (ICE); Mike Williams, Intern; Erin 
Brannigan, Intern; Laila Sahara, Translator; Elise J. Bean, Staff 
Director/Chief Counsel to the Minority; Bob Roach, Counsel and 
Chief Investigator to the Minority; Dan M. Berkovitz, Counsel to 
the Minority; Laura E. Stuber, Counsel to the Minority; Zackary 1. 
Schram, Professional Staff to the Minority; and Merril Springer, 
Intern. 


OPENING STATEMENT OF CHAIRMAN COLEMAN 

Senator Coleman. This hearing of the Permanent Subcommittee 
on Investigations is called to order. Good morning. Today, the Per- 
manent Subcommittee on Investigations will present evidence de- 
lineating how Saddam Hussein exploited the Oil-For-Food Program 
for his own political purposes. 

Saddam Hussein utilized the same methodology time after time. 
Over the past week, the Subcommittee has released a number of 
bi-partisan reports detailing how the Hussein regime quickly ma- 
nipulated the use of oil allocations to garner political influence 
around the globe. As one Hussein official described the scheme, 
Saddam Hussein used oil to his geopolitical and strategic advan- 
tage. 

The plan was simple. Rather than granting allocations to tradi- 
tional oil purchases, Iraq gave priority to foreign officials, journal- 
ists, and even terrorist entities. The central purpose of this tactic, 

( 1 ) 
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according to senior officials under the Hussein regime interviewed 
by the Subcommittee, was to engender international support for 
the Hussein regime and against the U.N. sanctions. 

By allocating the oil to favored people or entities, the regime 
forced oil purchases to obtain allocations from those favored few. 
Those allocation holders essentially became the gatekeepers to 
Iraqi oil. As gatekeepers, they demanded or earned a commission, 
which typically ranged from 3 to 30 cents a barrel. In light of the 
fact that most allocations consisted of millions of barrels of oil, such 
commissions were quite lucrative, reaching hundreds of thousands 
of dollars per allocation. 

In an interview with the U.S. Treasury Iraqi Financial Asset 
Team, a Hussein official described how Saddam Hussein devised 
this plan in simple terms. The source stated that Saddam Hussein 
began to utilize the memorandum of understanding, the Oil-For- 
Food Program, to sell oil to people who supported him. The source 
explained that this was done in order to enhance the power of Sad- 
dam Hussein. Hussein instructed that the price of oil should be 
made as low as possible and made beneficial to his supporters. In- 
side the SOMO system, the Iraqi marketing oil system, this was 
nicknamed the “Saddam bribery system.” 

Other senior members of the Hussein regime confirmed that the 
Saddam bribery system used oil allocations in an effort to buy po- 
litical influence around the world. For instance, the Vice President 
of the Hussein regime, Taha Yasin Ramadan, confirmed to the Sub- 
committee that the allocations were, indeed, “compensation for sup- 
port.” The vice president also confirmed that, “I know these peo- 
ple,” meaning allocation grantees, “yet a benefit.” Another senior 
Hussein official was concerned that the allocation scheme was, 
“buying influence.” When asked whether allocation recipients 
would make a profit from the oil transactions, that official declared, 
“That is the whole point.” 

The Hussein regime used these lucrative allocations in its pri- 
mary political struggle, ending the U.N. sanctions. To that end, it 
primarily favored those individuals, entities, and countries on the 
U.N. Security Council. Senior Hussein regime officials and numer- 
ous Ministry of Oil documents confirmed that the regime steered 
a massive portion of its allocation toward U.N. Security Council 
members believed by the Hussein regime to support Iraq in its ef- 
fort to lift sanctions, namely Russia, France, and China. 

For example, several Oil Ministry charts expressly separate the 
allocation recipients by country and specify whether the country is 
a permanent member of the U.N. Security Council. Russia, a per- 
manent member of the U.N. Security Council, was consistently the 
largest recipient of oil allocations, and according to one Hussein re- 
gime official, this affinity for Russia resulted from Saddam’s desire 
to show “gratitude” to the Russians for their support at the U.N. 
Security Council. 

The recipients of the allocations were determined by a committee 
of Saddam Hussein’s closest advisors, including Deputy Prime Min- 
ister Tariq Aziz, and the Minister of Oil, Amir Mohammed Rashid. 
The committee was led by the Vice President of Iraq, Taha Yasin 
Ramadan. Every 6 months, the committee would meet to review 
the allocations and make decisions concerning allocations in the 
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upcoming phase. The committee would evaluate, “special requests” 
made by individuals around the world who were soliciting alloca- 
tions. 

The principal criterion for granting the special requests or grant- 
ing an allocation was the individual’s support for Iraq. Once the 
committee determined the allocations for the upcoming phase, the 
vice president would generally discuss the allocations with Saddam 
Hussein himself This modus operandi was followed by the Hussein 
regime again and again. 

The bipartisan reports issued last week present evidence estab- 
lishing that members of Russian Presidential Council, including 
the former Chief of Staff of the Russian President Vladimir Putin, 
Alexander Voloshin, Russian politician Vladimir Zhirinovsky, nu- 
merous political entities within Russia, Charles Pasqua, the former 
French Minister of the Interior, and George Galloway, a newly- 
elected member of the British Parliament, were all granted sub- 
stantial oil allocations from the Hussein regime under the Oil-For- 
Food Program. 

In particular, the evidence obtained by the Subcommittee shows 
that the Hussein regime granted Russian Presidential Council allo- 
cations for 90 million barrels of oil. The allocations were given to 
Mr. Voloshin and his close confidant, Sergei Issakov. The Iraqi 
Ministry of Oil estimated the council’s allocations granted for 1999 
to 2003 were worth in excess of $16 million. Vice President Rama- 
dan recognized Mr. Voloshin as the head of Russia’s presidential 
administration and stated that the oil allocations that were award- 
ed to him had been approved by Saddam Hussein. 

The Hussein regime granted Russian official Vladimir Zhirinov- 
sky and his political party, the LDPR, allocations for 75.8 million 
barrels of oil, enough to supply the entire United States for 4 days. 
The Iraqi Ministry of Oil estimated that Zhirinovsky’s allocations 
were worth $8,679,000. 

Saddam Hussein’s Vice President, Taha Yasin Ramadan, con- 
firmed to the Subcommittee that Zhirinovsky did receive oil alloca- 
tions from the Hussein regime. Another senior official of the regime 
that was interviewed by the Subcommittee confirmed not only that 
Zhirinovsky received oil allocations, but that he profited from the 
transaction, saying, “Of course, Zhirinovsky would make a profit. 
That is the whole point.” 

Among the evidence are six letters signed by Zhirinovsky himself 
that openly discuss the allocations and more than 30 documents of 
the Iraqi Ministry of Oil that expressly identify Zhirinovsky and 
his political party, the LDPR, in connection with oil allocations. 

The evidence shows that the Hussein regime granted Charles 
Pasqua allocations for 11 million barrels of oil, and George Gallo- 
way was allotted 20 million barrels. Saddam Hussein’s Vice Presi- 
dent, Taha Yasin Ramadan, verified that Pasqua received alloca- 
tions and that Galloway was granted allocations, “because of his 
opinions about Iraq,” and because he, again, “wanted to lift the em- 
bargo against Iraq.” 

Among the evidence are documents of the Iraqi Ministry of Oil 
that expressly identify Pasqua and Galloway in connection with oil 
allocations. One document shows that Saddam Hussein personally 
approved an allocation to Pasqua and also indicates that Pasqua 
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refused to write a letter to the Iraqis about the allocation because 
he feared political scandals. 

The process of monetizing the Pasqua and Galloway allocations 
appears to have followed the same pattern as the Zhirinovsky and 
RPC allocations. The allocation recipient would nominate a pur- 
chasing agent to sign contracts for the allocation. That company 
would sell the oil to an oil company, and the oil company would pay 
a hefty commission, typically amounting to hundreds of thousands 
of dollars, to the nominal purchasing agent for the benefit of the 
allocation holder. 

In one of Mr. Galloway’s transactions, surcharges of more than 
$300,000 were paid to the Hussein regime. Senior Hussein regime 
officials informed the Subcommittee that the allocation holders, in 
this case, Galloway, were ultimately responsible for the surcharge 
payment and, therefore, would have known of the illegal under-the- 
table payment. 

The Subcommittee is not a court of law. The Subcommittee has 
a long history of bipartisan, thorough, and factual, substantive in- 
vestigations. The reports released over the past week contain 99 
pages of text and 452 footnotes that detail compelling evidence de- 
scribing how Saddam abused the Oil-For-Food Program to garner 
political influence around the globe. 

I want to thank my friend and Ranking Member of this Sub- 
committee, Senator Levin, for his participating in and supporting 
this investigation. Senator Levin. 

OPENING STATEMENT OF SENATOR LEVIN 

Senator Levin. Mr. Chairman, thank you. As you pointed out, 
the Subcommittee has now had three hearings examining issues re- 
lated to the Oil-For-Food Program and sanctions on Iraq. 

Because this hearing will focus on the problems associated with 
the program, it is easy to forget that U.N. sanctions on Iraq 
achieved their primary objective of preventing Iraq from rearming. 
Former Secretary of State Colin Powell characterized the U.N. 
sanctions program as “successful,” because Saddam Hussein was 
not able to “rebuild his army . . . and has fewer tanks in his in- 
ventory today than he had 10 years ago.” And going on. Secretary 
Powell said, “We have not seen that capacity for weapons of mass 
destruction emerge to present a full-fledged threat to us,” and con- 
cluded that “credit has to be given ... for putting in place a sanc- 
tions regime that has kept him pretty much in check.” 

Now, the U.N. Oil-For-Food Program was intended to alleviate 
the humanitarian calamity which resulted from the U.N. trade em- 
bargo against Iraq. It was essential to find a way to get Iraq to 
agree to sell its oil and deposit the proceeds in a U.N.-controlled 
account from which humanitarian supplies like food and medicine 
could be purchased. And, in fact, over $65 billion was eventually 
deposited into the U.N. accounts for that purpose — humanitarian 
supplies for the people of Iraq, such as food and medicine. 

But Saddam Hussein would agree to the Oil-For-Food Program 
only if he could determine to whom the oil was sold and from 
whom the supplies would be purchased. U.N. member countries, in- 
cluding the United States, reluctantly agreed to give Saddam Hus- 
sein that control. It is unsurprising that Saddam Hussein later de- 
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vised multiple ways to abuse this authority, including the awarding 
of oil allocations to political figures and others to reward their sup- 
port or to curry their favor for efforts to undermine or eliminate 
the U.N. sanctions against Iraq. 

It is also unsurprising that when a corrupt Saddam Hussein saw 
how profitable the oil allocations were, he schemed again to take 
a cut of the revenue. From September 2000 to September 2002, 
Iraq demanded that oil allocation holders awarded an Oil-For-Food 
contract pay a secret per-barrel surcharge that ranged from 10 to 
30 cents per barrel. In 2 short years, through these surcharge pay- 
ments provided $228 million to Iraq. 

U.S. import statistics show that about half of the oil on which 
those surcharges were paid ended up in the United States. Using 
Iraqi internal records reviewed by our staffs, we estimate that 
more than half of all the surcharges paid to Iraq, about $118 mil- 
lion was paid on oil sold to U.S. companies. The remaining $110 
million in surcharges was paid on oil sent to other countries, in Eu- 
rope, Asia, and Africa, and there is a chart that shows that division 
up here to my right. ^ 

A U.S. company called Bayoil (USA), headquartered in Houston, 
Texas, was smack in the middle of it all. When other oil companies 
around the world were cutting back on business with Iraq due to 
Saddam Hussein’s surcharge demands, Bayoil increased its busi- 
ness. During the 2-year period in which surcharges were manda- 
tory to get Iraqi oil, Bayoil became the largest single buyer of Iraqi 
oil for the U.S. market. 

Altogether, Bayoil brought in over 200 million barrels to the 
United States. My staff was able to trace 102 of the U.S. cargoes 
Bayoil brought here, and found that the surcharges paid on those 
cargoes, according to internal Iraqi records, totaled $37 million. 

Bayoil sold the oil to U.S. oil companies and refineries, which, in 
turn, sold refined petroleum products, like gasoline and heating oil, 
to American consumers. Last month, Bayoil was indicted for “vio- 
lating U.S. sanctions on Iraq and for committing fraud, including 
by paying or arranging the payment of millions of dollars in secret 
illegal surcharges to the Government of Iraq,” and that is a quote 
from the indictment. 

That indictment comes 2 years after the end of the Oil-For-Food 
Program. But while the program was going on, no one in the U.S. 
Government appears to have paid much attention to Bayoil despite 
plenty of red flags. As soon as Iraq began demanding surcharges, 
oil companies around the world began complaining. Debate erupted 
at the United Nations about how to stop the surcharges. Opinions 
split, with the United States and United Kingdom on one side, try- 
ing to keep Iraqi oil prices at fair market value to make surcharges 
uneconomical, and Russia and China on the other side, supporting 
lower oil prices. 

It took 2 years for the U.S. and U.K. representatives to find a 
way, using retroactive pricing, to prevent Iraq from imposing these 
surcharges. By the end of 2002, Iraq had given up imposing sur- 


^The chart entitled “Illegal Surcharges on Iraqi Oil: Amounts Paid, by Final Destination 
2000—2002,” appears in the Appendix on page 57. 
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charges because the resulting price was so high no one could buy 
the oil, pay a surcharge, and still make a profit. 

But at the same time the United States joined in efforts to find 
a way to end such surcharges, joined in that effort by the U.K. at 
the United Nations, there was little or no U.S. effort here at home, 
to enforce our own laws against U.S. companies paying illegal oil 
surcharges or to help the United Nations find a way to stop a U.S. 
company, Bayoil, from contributing to the surcharge problem. A 
few general warnings against paying illegal surcharges were sent 
out, but U.S. Government agencies, including the government’s pri- 
mary sanctions enforcer, the Office of Foreign Assets Control 
(OFAC), never took on the issue, never researched U.S. company 
involvement in the payment of oil surcharges, never took a hard 
look at Bayoil, despite evidence inviting closer scrutiny. 

While OFAC did investigate other issues, such as preventing the 
sale to Iraq of prohibited military equipment or dual-use items, the 
surcharge issue that commanded such attention at the United Na- 
tions received virtually no attention here in Washington. Bayoil 
slipped right by, for 2 years. 

When asked why OFAC failed to do more, OFAC told the Sub- 
committee that it considered the Oil-For-Food Program to be a 
U.N. responsibility and that it was up to the United Nations, not 
the United States, to police compliance with sanctions. The prob- 
lem with this position, however, is that the United Nations has no 
law enforcement authority. It can’t police the nationals of any coun- 
try. It can’t even force a company to answer questions. The United 
Nations is dependent upon its member states for enforcement, and 
it didn’t get much help from the United States on this matter. 

Bayoil illustrates the point, and the chart summarizes what hap- 
pened with Bayoil.i In 2001, the United Nations became suspicious 
that Bayoil and a few other companies were using various tactics 
to make room for surcharge payments. The U.N.’s oil experts asked 
Bayoil for specific cargo information, but Bayoil refused to provide 
it. In August 2001, the United Nations appealed to the U.S. De- 
partment of State for help and the State Department asked OFAC 
to obtain the information. After hearing nothing for months, the 
United Nations sent another request for help in January 2002. 

Eight months after the initial inquiry, in April 2002, OFAC fi- 
nally wrote a letter to Bayoil, asking for information about its li- 
censed activity in Iraq, without requesting the information wanted 
by the United Nations and without directing Bayoil to answer 
U.N.’s questions. Despite its booming Iraqi oil import business, 
Bayoil told OFAC that it no longer conducted licensed activities in 
Iraq. OFAC made no follow-up inquiry and never even bothered to 
send Bayoil’s response to the State Department or the United Na- 
tions. 

In the end, the United Nations never obtained the information 
it needed from the U.S. State Department, OFAC, or Bayoil. Worse, 
the U.N.’s inquiries about Bayoil never triggered any OFAC review 
into whether Bayoil was actually paying illegal surcharges. This 
lack of interest persisted even though, during the surcharge period, 
Bayoil suddenly expanded its imports to become one of the largest 


^The chart entitled “Illegal Iraqi Income 1991-2003,” appears in the Appendix on page 55. 
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U.S. importers of Iraqi oil. It performed precisely the intermediary 
role that experts flagged as likely to pay surcharges. And all the 
while Bayoil was constantly bombarding U.S., U.N., and Iraqi offi- 
cials with letters and faxes urging them to set lower prices for Iraqi 
oil — prices which would allow more room for the payment of sur- 
charges. 

OF AC’s failure to investigate Bayoil reflects a major oversight 
failure and a fundamental misconception on the part of OFAC 
about its responsibility to police U.S. nationals to ensure compli- 
ance with sanctions on Iraq. OF AC’s actions represented an abdica- 
tion of its responsibility to monitor Bayoil’s behavior and an inap- 
propriate attempt to shift OF AC’s own obligation to enforce U.S. 
sanctions on Iraq to the United Nations. 

Saddam Hussein’s corrupt control of oil allocations and illegal 
surcharges is a serious concern, even though the Hussein regime 
obtained far greater illicit income through other schemes, some 
with the knowledge and tacit approval of the United States and 
other members of the U.N. Security Council. The illegal surcharges 
from Saddam Hussein’s control of oil allocations netted Iraq about 
$228 million. 

But as this chart shows, ^ Iraq’s direct oil sales to neighboring 
countries, Jordan, Turkey, and Syria, generated 40 times as much 
illicit income, over $8 billion. Those direct oil sales were in viola- 
tion of U.N. sanctions and the Oil-For-Food Program that we 
helped draft at the United Nations, and yet the United States and 
others looked the other way, simply taking note of them. On occa- 
sion, the United States was not only aware of illegal Iraqi oil sales 
to its neighbors, the United States actually facilitated those sales, 
as happened in the Khor al-Amaya incident of 2003. 

This incident involved the largest single illicit sale of oil trans- 
ported by ship out of Iraq during the sanctions period. Over several 
weeks in February and March 2003, Iraq loaded 7.7 million barrels 
of oil into seven seagoing oil tankers at the port of Khor al-Amaya 
in Southern Iraq.^ Khor al-Amaya was not authorized as a place 
for ships to load oil under the Oil-For-Food Program. The oil loaded 
onto the seven ships was sold to the Government of Jordan, which 
paid Iraq $53 million, which was wired to bank accounts under the 
control of the Hussein regime. 

The seven massive oil tankers that carried this oil docked at 
Khor al-Amaya in plain view of the Maritime Interdiction Force 
(MIF), which was then under U.S. command. Internal ship commu- 
nications show that the seven ship captains were directed to con- 
tact the U.S. Naval officer at the MIF before loading any oil and 
to give him this message, “We are loading crude oil from the ter- 
minal at Khor al-Amaya for the Jordanian company acting for Jor- 
dan, called Millenium. Do you have any objection?” After obtaining 
a response of, “no objection,” the ships were directed to go to the 
port, fill up with oil, and leave with their cargo. They then traveled 
the length of the Persian Gulf with the MIF’s full knowledge and 
acquiescence. 


^The chart entitled “Illicit Iraqi Income 1991—2003,” appears in the Appendix on page 55. 

2 The chart entitled “Oil Exports From Khor al-Amaya,” appears in the Appendix on page 58. 
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When word of the first Khor al-Amaya oil shipment hit the press 
and an outcry arose about this apparent blatant violation of U.N. 
sanctions, a U.S. company involved with chartering the ships for 
the Jordanian government called U.S. authorities to make sure 
that it was not violating U.S. or U.N. sanctions or hurting U.S. for- 
eign policy. The company even offered to turn over the oil in the 
ships’ possession to the MIF, if asked. A State Department official 
responded that the United States “was aware of the shipments and 
has determined not to take action.” The U.S. company was then re- 
assured. 

Those shipments from Khor al-Amaya sent $53 million into the 
pockets of Saddam Hussein on the eve of the U.S. invasion. The 
Department of Defense knew about the shipments, the State De- 
partment knew about the shipments, and we looked the other way. 
And, by the way, we can’t get answers from either of those Depart- 
ments to inquiries, questions which the Chairman and I sent to 
them. 

There is a pattern here of erratic and inconsistent U.S. enforce- 
ment of sanctions on Iraq. On the one hand, the United States was 
at the United Nations trying to stop Iraq from imposing illegal sur- 
charges on Oil-For-Food contracts. On the other hand, the United 
States ignored red flags that some U.S. companies might be paying 
those same illegal surcharges. 

The United States also looked the other way while Iraq sold 40 
times as much oil to its neighbors, Jordan, Turkey, and Syria, to- 
taling $8 billion, 40 times as much as the illegal surcharges. As 
part of that $8 billion, we even permitted Jordanian-chartered 
ships to load oil illegally and gave them safe passage through the 
Persian Gulf, past the Maritime Interdiction Force that we were 
commanding to stop illegal oil ships. 

While imperfect, sanctions can be a useful tool. They can stop a 
country from acquiring armaments, as sanctions did in Iraq. But 
sanctions can also be undermined by schemes that attempt to cor- 
rupt or end-run the program, as Saddam Hussein’s scheme. They 
can spawn illicit income, and damage public confidence in inter- 
national cooperation and in the United Nations itself. 

To safeguard against such schemes in the future, sanctions pro- 
grams need to build-in stronger anti-corruption measures, includ- 
ing assigning clear responsibilities for detecting and preventing 
corruption, and for putting greater public pressure on member 
countries to take appropriate enforcement actions. U.N. member 
countries, including the United States, will have to stop turning a 
blind eye to violations. Here at home, OF AC must carry out its en- 
forcement responsibilities under our laws, which include ensuring 
compliance with U.N. sanctions, with stronger anti-corruption over- 
sight and active enforcement. 

Mr. Chairman, I know, like you, I commend our staffs for their 
hard work which went into their reports, and I look forward to the 
testimony today. 

[The prepared statement of Senator Levin follows:] 

OPENING STATEMENT OF SENATOR CARL LEVIN (D-MICH) 

This is the Subcommittee’s third hearing examining issues related to the U.N. Oil- 
for-Food program and sanctions on Iraq. 
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Because this hearing will focus on the problems associated with the program, it 
is easy to forget that U.N. sanctions on Iraq achieved their primary objective of pre- 
venting Iraq from rearming. Former Secretary of State Colin Powell characterized 
the sanctions as “successful,” because Saddam Hussein was not able to “rebuild his 
army . . . [and] has fewer tanks in his inventory today than he had 10 years ago. 
. . .[W]e have not seen that capacity [for weapons of mass destruction] emerge to 
present a full-fledged threat to us.” He concluded: “credit has to be given ... for 
putting in place a [sanctions] regime that has kept him pretty much in check.” 

The U.N. Oil-for-Food was intended to alleviate the humanitarian calamity result- 
ing from the U.N. trade embargo against Iraq. It was essential to find a way to get 
Iraq to agree to sell its oil and deposit the proceeds in a U.N.-controlled account 
from which humanitarian supplies like food and medicine could be purchased. In 
fact, over $65 billion was eventually deposited into the U.N. account for that pur- 
pose. Saddam would agree to the Oil for Food program only if he could determine 
to whom the oil was sold and from whom the supplies would be purchased. U.N. 
member countries, including the United States, reluctantly agreed to give Saddam 
Hussein that control. It is unsurprising that Saddam Hussein later devised multiple 
ways to abuse this authority, including awarding of oil allocations to political figures 
and others to reward their support or curry their favor for efforts to undermine or 
eliminate U.N. sanctions against Iraq. 

It is also unsurprising that when a corrupt Saddam Hussein saw how profitable 
the oil allocations were, he schemed again to take a cut of the profits. From Sep- 
tember 2000 to September 2002, Iraq demanded that oil allocation holders awarded 
an Oil for Food contract pay a secret, per-barrel surcharge that ranged from 10 to 
30 cents per barrel. In two short years, through these surcharge payments, Iraq 
amassed $228 million. 

U.S. import statistics show that about half of the oil on which those surcharges 
were paid ended up in the United States. Using Iraqi internal records reviewed by 
our staffs, we estimate that more than half of all of the surcharges paid to Iraq, 
about $118 million, was paid on oil sold to U.S. companies. The remaining $110 mil- 
lion in surcharges was paid on oil sent to other countries, including in Europe, Asia 
and Africa. [See chart.] 

A U.S. company called Bayoil (USA), headquartered in Houston, Texas, was 
smack in the middle of it all. When other oil companies around the world were cut- 
ting back on business with Iraq due to Saddam’s surcharge demands, Bayoil in- 
creased its business. During the 2-year period in which surcharges were mandatory 
to get Iraqi oil, Bayoil became the largest single buyer of Iraqi oil for the U.S. mar- 
ket. Altogether, Bayoil brought in over 200 million barrels to the United States. My 
staff was able to trace 102 of the U.S. cargoes Bayoil brought here, and found that 
the surcharges paid on those cargoes, according to internal Iraqi records, totaled $37 
million. 

Bayoil sold the oil to U.S. oil companies and refineries which, in turn, sold refined 
petroleum products, like gasoline and heating oil, to American consumers. 

Last month Bayoil was indicted for violating U.S. sanctions on Iraq and for com- 
mitting fraud, including by paying or arranging the payment of “millions of dollars 
in secret illegal surcharges to the Government of Iraq.” That indictment comes two 
years after the end of the Oil for Food program. But, while the program was going 
on, no one in the U.S. government appears to have paid much attention to Bayoil. 

As soon as Iraq began demanding surcharges, oil companies around the world 
began complaining. Debate erupted at the United Nations about how to stop the 
surcharges. Opinion split, with the United States and United Kingdom on one side, 
trying to increase Iraqi oil prices to make surcharges uneconomical, and Russia and 
china on the other side, supporting lower oil prices. It took two years for U.S. and 
U.K. representatives to find a way, using retroactive pricing, to prevent Iraq from 
imposing surcharges. By the end of 2002, Iraq had given up imposing surcharges, 
because the resulting price was so high, no one could buy the oil, pay a surcharge, 
and still make a profit. 

But at the same time the U.S. joined in efforts to find a way to end such sur- 
charges at the United Nations, there was little or no U.S. effort here at home to 
enforce our own laws against U.S. companies pajdng illegal surcharges or to help 
the U.N. investigate a U.S. company, Bayoil, that was suspected of contributing to 
the surcharge problem. A few general warnings against pa3dng illegal surcharges 
were sent out, but the government’s primary sanctions enforcer, the Office of For- 
eign Assets Control (OFAC), never took on the issue, never researched U.S. com- 
pany involvement in the payment of surcharges, and never took a hard look at 
Bayoil, despite evidence inviting closer scrutiny. While OFAC did investigate other 
issues, such as preventing the sale to Iraq of prohibited military equipment or dual 
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use items, the surcharge issue that commanded such attention in the U.N. received 
virtually no attention here at home. Bayoil slipped right by, for two years. 

When asked why OFAC failed to do more, OFAC told the Subcommittee that it 
considered the Oil for Food program to be a U.N. responsibility, and that it was up 
to the U.N., not the U.S., to police compliance with sanctions. The problem with this 
position, however, is that the United Nations has no law enforcement authority. It 
can’t police the nationals of any country. It can’t even force a company to answer 
questions. The U.N. is dependent upon its member states for enforcement, and it 
didn’t get much help from the United States on this matter. 

Bayoil illustrates the point. This chart summarizes what happened with Bayoil. 
In 2001, the U.N. became suspicious that Bayoil and a few other companies were 
using various tactics to make room for surcharge payments. The U.N.’s oil experts 
asked Bayoil for specific cargo information, but Bayoil refused to provide it. In Au- 
gust 2001, the U.N. appealed to the U.S. State Department for help, and the State 
Department asked OFAC to obtain the information. After hearing nothing for four 
months, the U.N. sent another request for help in January 2002. Eight months after 
the initial inquiry, in April 2002, OFAC finally wrote a letter to Bayoil asking for 
information about its licensed activity in Iraq, without requesting the information 
wanted by the U.N. and without directing Bayoil to answer U.N. questions. Despite 
its booming Iraqi oil import business, Bayoil told OFAC that it no longer conducted 
licensed activity in Iraq. OFAC made no followup inquiry and never even bothered 
to send Bayoil’s response to the State Department or the United Nations. 

In the end, the U.N. never obtained the information it needed from the U.S. State 
Department, OFAC, or Bayoil. Worse, the U.N.’s inquires about Bayoil never trig- 
gered any OFAC review into whether Bayoil was paying illegal surcharges. This 
lack of interest persisted even though, during the surcharge period, Bayoil suddenly 
expanded its imports to become one of the largest U.S. importers of Iraqi oil. It per- 
formed precisely the intermediary role that experts flagged as likely to pay sur- 
charges. And all the while, Bayoil was constantly bombarding U.S., U.N., and Iraqi 
officials with letters and ftixes urging them to set lower prices for Iraqi oil — prices 
which would allow more room for the payment of surcharges. 

OFAC’s failure to investigate Bayoil reflects a major oversight failure and a fun- 
damental misconception on the part of OFAC about its responsibility to police U.S. 
nationals to ensure compliance with sanctions on Iraq. OFAC’s actions represented 
an abdication of its re^onsibility to monitor Bayoil’s behavior and an inappropriate 
attempt to shift OFAC’s own obligation to enforce U.S. sanctions on Iraq to the 
United Nations. Saddam Hussein’s corrupt control of oil allocations and illegal sur- 
charges is a serious concern, even though the Hussein regime obtained far greater 
illicit income through other schemes, some with the knowledge and tacit approval 
of the United States and other members of the U.N. Security Council. The illegal 
surcharges from Saddam Hussein’s control of oil allocations netted Iraq about $228 
million; Iraq’s direct oil sales to its neighboring countries, Jordan, Turkey and Syria, 
generated 40 times as much illicit income — over $8 billion. [See bar chart.] These 
direct oil sales were in violation of U.N. sanctions and the Oil for Food program we 
helped draft at the United Nations, yet the United States and others looked the 
other way, simply taking note of them. 

On occasion, the United States was not only aware of illegal Iraqi oil sales to its 
neighbors, the United State actually facilitated them as happened in the Khor al- 
Amaya incident of 2003. This incident involves the largest single illicit sale of oil 
transported by ship out of Iraq during the sanctions period. 

Over several weeks in February and March 2003, Iraq loaded 7.7 million barrels 
of oil onto 7 seagoing oil tankers at the port of Khor al-Amaya in southern Iraq. 
Khor al-Amaya was not authorized as a place for ships to load oil under the Oil 
for Food program. The oil loaded onto the 7 ships was sold to the Government of 
Jordan, which paid Iraq $53 million, wired to bank accounts under the control of 
the Hussein regime. 

The 7 massive oil tankers that carried this oil docked at Khor al-Amaya in plain 
view of the Maritime Interdiction Force (MIF), which was then under U.S. com- 
mand. Internal ship communications show that the 7 ship captains were directed 
to contact the U.S. naval officer at MIF before loading any oil and give him this 
message: “We are loading crude oil from the terminal at Khawr Amaya for 
Millenium [the Jordanian company acting for Jordan], do you have any objection?” 
After obtaining a response of “no objection,” the ships were directed to go to the 
port, fill up with oil, and leave with their cargo. They then traveled the length of 
the Persian Gulf, with the MIF’s full knowledge and acquiescence. 

When word of the first of the Khor al-Amaya oil shipment hit the press and an 
outcry arose about this apparent blatant violation of U.N. sanctions, a U.S. company 
involved with chartering the ships for the Jordanian government called U.S. au- 
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thorities to make sure it was not violating U.S. or U.N. sanctions or hurting U.S. 
foreign policy. The company even offered to turn over the oil in the ships’ possession 
to the MIF, if asked. A State Department official responded that the United States 
“was aware of the shipments and has determined not to take action.” The U.S. com- 
pany was reassured. 

The Khor al-Amaya shipments sent $53 million dollars into the pockets of Sad- 
dam Hussein on the eve of the U.S. invasion. DOD knew about the shipments, the 
State Department knew, and we looked the other way. 

There is a pattern here of erratic and inconsistent U.S. enforcement of sanctions 
on Iraq. On the one hand, the United States was at the U.N. trying to stop Iraq 
from imposing illegal surcharges on Oil for Food contracts. On the other hand, the 
U.S. ignored red flags that some U.S. companies might be pa3dng those same illegal 
surcharges. The U.S. also looked the other way while Iraq sold 40 times as much 
oil to its neighbors, Jordan, Turkey and Syria, totaling $8 billion. As part of that 
$8 billion, we even permitted Jordanian-chartered ships to load oil illegally and gave 
them safe passage through the Persian Gulf past the Maritime Interdiction Force 
we were commanding to stop illegal oil shipments. 

While imperfect, sanctions can be a useful tool. They can stop a country from ac- 
quiring armaments as sanctions did in Iraq. But sanctions can also be undermined 
by schemes that attempt to corrupt or end-run the program. They can spawn illicit 
income, and damage public confidence in international cooperation and in the 
United Nations itself. 

To safeguard against such schemes in the future, sanctions programs need to 
build-in stronger anti-corruption measures, including assigning clear responsibilities 
for detecting and preventing corruption, and for putting greater public pressure on 
member countries to take appropriate enforcement actions. U.N. member coun- 
tries — including the United States — will have to stop turning a blind eye to viola- 
tions. Here at home, OFAC must carry out its enforcement responsibilities under 
our own laws, which include ensuring compliance with U.N. sanctions, with stronger 
anti-corruption oversight and active enforcement. 

I commend our staffs for their hard work which went into their reports, and I look 
forward to the testimony today. 

Senator Coleman. Thank you, Senator Levin. Senator Bennett. 

OPENING STATEMENT OF SENATOR BENNETT 

Senator Bennett. Thank you very much, Mr. Chairman. I have 
been unable to attend as many of these hearings as I would like 
and I will have to slip out of this one to go to another committee 
assignment that I have. 

I simply want to recall for the Subcommittee a personal experi- 
ence which I hope will add a certain perspective to the work of the 
Subcommittee and the activities surrounding this issue. I was in 
the Middle East in a country — I will not identify it because it is 
known as being friendly to the United States, although there are 
those who might suggest that it is not — and as happens to a trav- 
eling Senator, I was exposed to a press conference. 

In the course of the press conference, the subject immediately 
came up about the sanctions in Iraq and the question was posed 
to me. Senator, how can you justify America’s position that is deny- 
ing food to children, medicines to the ill, putting tremendous hu- 
manitarian pressure on the poor, starving people of Iraq? Your sup- 
port for sanctions is causing undue hardship in Iraq, and how can 
America justify these hardships? 

The State Department official who was sitting at my elbow im- 
mediately whispered in my ear, as a Senator, you don’t have to an- 
swer that question. You can defer that to the State Department 
and you don’t have to respond. That is an inappropriate question 
for him to ask you when you are here on another purpose and you 
can deflect it. 
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I chose to ignore the State Department admonition and said to 
the press, if the people in Iraq are suffering because of the sanc- 
tions, the blame belongs to Saddam Hussein and not to the United 
States. If the people in Iraq are being deprived of food or medi- 
cines, it is because Saddam Hussein himself chooses to use his 
money to build palaces and take care of his own needs rather than 
to take care of them, and I do not apologize under any cir- 
cumstances for the position of the Western world that this man de- 
serves to be sanctioned. 

There was no story that appeared as a result of that because 
they did not want to put that particular response in the press in 
that country. 

I think as we go through the details of the scandal relating to 
Oil-For-Food, we should pursue them with the kind of diligence 
that you and the Minority Staff have exhibited here. But I also 
think we should put it in greater context. 

There was a propaganda campaign mounted and maintained over 
a period of years that said that those people who were opposed to 
Saddam Hussein and his regime, who used sanctions in an effort 
to try to bring that regime into some level of civilized behavior, 
were the bad guys and that Saddam Hussein and those who “rep- 
resented the Iraqi people,” were the good guys. 

One of the things we have learned as a result of the administra- 
tion’s actions in response to a 15-to-O vote in the Security Council 
of the United Nations in Iraq has been once again the lesson that 
tyrants do not change their spots. Brutal rulers do not change their 
attitudes. There must be pressure, and it must be effective pres- 
sure, from those who are truly on the side of the poor and the 
starving. And the information you are developing in this hearing 
and in other hearings demonstrates the truth of that once again 
and I hope the rest of the world will watch what you are doing here 
and recognize that the efforts on behalf of the United States to help 
the people of Iraq have been well placed and should be applauded 
rather than attacked in the way that they have been. 

Thank you, Mr. Chairman, for your diligence in what you are 
doing. 

Senator Coleman. Thank you. Senator Bennett. Senator Dayton. 

OPENING STATEMENT OF SENATOR DAYTON 

Senator Dayton. Thank you, Mr. Chairman. I want to commend 
you and the Ranking Member for your diligence and persistence in 
this endeavor. 

I was State Auditor for Minnesota, and every time I got involved 
in any kind of audit or investigation, I was accused of having some 
motive. And I said, well, everyone has a motive, but ultimately, the 
audit or the investigation will be judged on the facts. If we have 
access to the facts, then they will stand whole on their own. 

I also learned, while it is not determinative, that the behavior of 
those under investigation was quite instructive as to the validity 
of some of the initial accusations. I found that those with nothing 
to hide usually tried to hide nothing, in fact, were most forth- 
coming. The more the individuals or institutions tried to hide or 
withhold what was being requested, the more suspicious I became. 
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and more often than not, those suspicions were validated by the 
findings. 

I must say, the recent difficulties you have mentioned. Senator 
Levin, regarding the executive agencies responding to requests, the 
almost unprecedented steps taken last week to go to a Federal 
court for a temporary injunction to prevent a former FBI agent 
from releasing materials in his possession that would be relevant 
to this investigation says to me that certain individuals or institu- 
tions have a great deal to hide, and it makes your determination 
and your persistence in pursuit of the truth and all these facts and 
the money involved all the more commendable, both of you. Thank 
you. 

Senator Coleman. Thank you. Senator Dayton. 

I would like to call the first panel. I would like to call Mark 
Greenblatt and Steven Groves, Counsels for the Majority Staff, and 
Dan Berkovitz, Counsel to the Minority Staff of the Permanent 
Subcommittee on Investigations. 

I appreciate all the staffs hard work on this investigation, both 
the Majority and Minority Staff. As I mentioned in my opening 
statement, today, we will present evidence that has been gathered 
on how Saddam Hussein manipulated the Oil-For-Food Program to 
peddle influence and reward friends in order to undermine sanc- 
tions. In particular, this hearing will present evidence detailing 
how Saddam rewarded foreign officials with lucrative oil allocations 
that could be converted into cash. 

Mr. Greenblatt will present his findings on allocations granted to 
a prominent Russian politician named Vladimir Zhirinovsky to re- 
ward him for his outspoken support for Iraq. In addition, Mr. 
Greenblatt will present evidence that the former French Minister 
of the Interior, Charles Pasqua, and George Galloway, the newly 
reelected member of the British Parliament, were granted substan- 
tial oil allocations by the Hussein regime. 

Mr. Groves will testify about how Saddam Hussein regime’s at- 
tempt to influence the Russian Government by granting allocation 
to the Russian Presidential Council. Specifically, oil allocations 
were given to the head of the Presidential Council, Alexander 
Voloshin. 

Finally, Mr. Berkovitz will be testifying about issues related to 
illegal surcharges paid on oil contracts under the OFF program, in- 
cluding an American company, Bayoil, as well as illegal oil ship- 
ments made from the Iraqi port of I^or al-Amaya. 

Before we begin, pursuant to Rule 6, all witnesses who testify be- 
fore this Subcommittee are required to be sworn. 

Do you swear the testimony before the Subcommittee will be the 
truth, the whole truth, and nothing but the truth, so help you, 
God? 

Mr. Greenblatt. I do. 

Mr. Groves. I do. 

Mr. Berkovitz. I do. 

Senator Coleman. Thank you, gentlemen. As you are well aware, 
your written testimony will be presented in its entirety. You will 
be each allocated 10 minutes for your presentation. Mr. Greenblatt, 
I understand that you will testify first, followed by Mr. Groves. Mr. 
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Greenblatt will then testify again, within the same time param- 
eters, and we will finish up with Mr. Berkovitz. 

Mr. Greenhlatt, you may proceed. 

TESTIMONY OF MARK L. GREENBLATT, i COUNSEL, PERMA- 
NENT SUBCOMMITTEE ON INVESTIGATIONS, COMMITTEE 

ON HOMELAND SECURITY AND GOVERNMENTAL AFFAIRS, 

U.S. SENATE 

Mr. Greenblatt. Mr. Chairman, Ranking Member Levin, Mem- 
bers of the Subcommittee, thank you for this opportunity to testify 
before you today concerning the Subcommittee’s investigation into 
the Oil-For-Food Program. 

My testimony today will present evidence demonstrating how the 
Hussein regime rewarded its political allies under the Oil-For-Food 
Program. 2 In particular, I will introduce evidence establishing that 
the Hussein regime granted lucrative oil allocations to Vladimir 
Zhirinovsky, a prominent Russian official. 

In short, the evidence reveals that Zhirinovsky was granted allo- 
cations of 75 million barrels of oil. The Iraqi Ministry of Oil esti- 
mated that profits of $8.6 million were made in connection with 
Zhirinovsky’s allocations, as reflected in Exhibit 1.® In fact, for 
some of those allocations, the evidence shows that an American oil 
trader named Bayoil may have paid Zhirinovsky millions of dollars 
in connection with those transactions. Finally, I will present evi- 
dence that Zhirinovsky and Bayoil paid illegal, under-the-table sur- 
charges to the Hussein regime totaling $4.7 million. 

Senator Coleman, as you described in your opening statement, 
Hussein regime officials that were interviewed in Iraq by this Sub- 
committee told us that the Iraqis gave preferential treatment to 
specific foreign officials in the allocation of oil because of their sup- 
port for the Hussein regime and their opposition to U.N. sanctions 
on Iraq. Vladimir Zhirinovsky was one of those officials. 

Zhirinovsky has been a long-time member of the Russian Duma 
and the leader of the ultra-nationalist Liberal Democratic Party of 
Russia, commonly called the LDPR. He was popular enough to run 
for President of Russia three different times. He was a tireless and 
outspoken supporter of the Hussein regime, taking roughly 16 trips 
to Iraq during the 7 years of the Oil-For-Food Program, and fre- 
quently denouncing U.N. sanctions against Iraq. In addition, 
Zhirinovsky signed an agreement on, “interparty ties” between his 
party, the LDPR, and Saddam Hussein’s Baath party. He dis- 
patched a group of supporters called, “the falcons of Zhirinovsky” 
to Iraq to support the Hussein regime during the First Gulf War. 
Zhirinovsky, who wrote a book entitled “I Spit on the West,” was 
unquestionably a strong supporter of the Hussein regime. 

The regime, in turn, rewarded Zhirinovsky with lucrative oil allo- 
cations. In total, Zhirinovsky received at least 12 different alloca- 
tions totaling more than 75 million barrels of oil. The Iraqi Min- 


^The prepared statement of Mr. Greenblatt appears in the Appendix on page 59. 

2 See Report on Oil Allocations Granted to Charles Pasqua and George Galloway and Report 
on Oil Allocations Granted to Vladimir Zhirinovsky, prepared by the Majority and Minority 
Staffs of the Permanent Subcommittee on Investigations, which appear in the Appendix on 
pages 84 and 180 respectively. 

^See Exhibit No. 1, which appears in the Appendix on page 1447. 
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istry of Oil estimated that the profits arising from Zhirinovsky’s al- 
locations amounted to $8.6 million. 

The Subcommittee staff has prepared a thorough and com- 
prehensive report detailing the chronology of events surrounding 
Zhirinovsky’s allocations. Among the voluminous evidence are six 
letters signed by Zhirinovsky himself and 31 documents from the 
Ministry of Oil that specifically identify Zhirinovsky or his radical 
political party. 

The report also introduces testimony of four senior members of 
the Hussein regime, including Tariq Aziz and Saddam’s former 
Vice President, Taha Yasin Ramadan, each of which independently 
confirm that Zhirinovsky received oil allocations. In fact, one re- 
gime official confirmed to this Subcommittee not only that 
Zhirinovsky received oil allocations, but that Zhirinovsky also 
earned money from the deals. He said, “Of course, Zhirinovsky 
would make a profit. That is the whole point.” I will present a brief 
sampling of that evidence today. 

The first document is a letter that appears in Exhibit 2 .^ That 
exhibit is a letter from Zhirinovsky to the Iraqi Ambassador to 
Russia at the very beginning of the Oil-For-Food Program. In short, 
this is Zhirinovsky’s pitch for oil contracts. He begins the letter by 
describing his longtime support for the Hussein regime. He states 
that he and his political party “stood firmly against the enforce- 
ment of United Nations sanctions against Iraq,” and that his polit- 
ical party used its “influence on the Duma to adopt resolutions that 
will facilitate economic cooperation between Russia and Iraq.” He 
also stated, “a special resolution to lift the economic sanctions on 
Iraq was adopted in particular and by virtue of our party’s efforts.” 
After brandishing his pro-Hussein credentials, Zhirinovsky states 
that his party has “commercial institutions” that would like to re- 
ceive oil contracts under the Oil-For-Food Program. 

After Zhirinovsky’s letter, there were a series of meetings be- 
tween his representatives and members of the Hussein regime, in- 
cluding meetings between Zhirinovsky himself and Saddam Hus- 
sein and Saddam’s right-hand man, Tariq Aziz. The Subcommittee 
staff report details all those meetings, which ultimately culminated 
in an oil allocation to Zhirinovsky in Phase II of the program. 

The Hussein regime continued to grant oil allocations through 
the next two phases. Then, in Phase V, a new player enters the pic- 
ture. That new player is the American oil trader named Bayoil. In 
early phases of the Oil-For-Food Program, Bayoil was buying up as 
much Iraqi oil as possible. They aggressively pursued oil alloca- 
tions and prided themselves on being one of the largest purchasers 
of Iraqi oil under the program. 

In late 1998, Bayoil struck a deal with Zhirinovsky. Zhirinovsky 
would assign his allocation to Bayoil in exchange for a hefty com- 
mission. The evidence suggests that the commission was 17 cents 
a barrel, which would amount to $850,000 for a medium-sized allo- 
cation, such as five million barrels. 

When Zhirinovsky informed the Iraqis that his allocation would 
be assigned to Bayoil, the Iraqis rejected the plan, saying, “Iraq 
cannot do business with American companies.” As a result, Bayoil 


^See Exhibit No. 2, which appears in the Appendix on page 1450. 
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was forced to engage a Russian company to act as the nominal pur- 
chasing agent. Bayoil eventually did so, engaging a Russian com- 
pany called Nafta Moscow to interface with the Iraqis. 

Bayoil then confirmed the deal with Zhirinovsky in a letter pre- 
sented on the left-hand side of Exhibit 3.^ In that letter, Bayoil 
tells Zhirinovsky that it has engaged Nafta Moscow to act as the 
purchasing agent and requested that Zhirinovsky confirm the 
agreement with a letter on LDPR letterhead. Bayoil even drafted 
the letter for Zhirinovsky, saying, “We LDPR confirm that our Iraqi 
oil allocation of 7 million barrels is assigned to Bayoil. We will con- 
firm to SOMO to contract this allocation with company designated 
by Bayoil. Upon receiving from you the agreed premium prior to 
. . .,” and it inserts a certain date. Signed, Mr. Vladimir V. 
Zhirinovsky. Bayoil then concludes the letter indicating that it 
hopes to pay Zhirinovsky’s premium earlier than the contractual 
deadline. 

Soon after Bayoil’s letter to Zhirinovsky, Bayoil explained the 
deal to Nafta, its nominal purchasing agent. That letter appears on 
the right-hand side of Exhibit 3. In that letter, Bayoil gives Nafta 
instructions on how to negotiate with the Iraqis, such as reminding 
the Iraqis that the allocation was, “being contracted for and on be- 
half of Mr. Vladimir Volfovich, the LDPR.” It is reasonable to con- 
clude that the name “Vladimir Volfovich, the LDPR” is a reference 
to Zhirinovsky because Zhirinovsky’s full name is Vladimir 
Volfovich Zhirinovsky and the LDPR is his political party. Nafta 
was also supposed to remind the Iraqis that Zhirinovsky is, “one 
of the greatest supporter of the Iraqi cause in the world.” Bayoil 
also offered suggestions, “on maximizing the economic result for 
the LDPR,” Zhirinovsky’s radical political party. 

All of this correspondence eventually culminated in six different 
oil transactions, starting in Phase V and continuing through Phase 
X. In connection with those transactions, Bayoil will pay a large 
commission payment to a seemingly unrelated entity. For instance, 
in the Phase VI deal, Bayoil paid 17 cents to a mysterious entity 
called “Plasco Shipping.” In total, Bayoil paid Plasco more than 
$1.3 million. Similarly, in Phase VII, Bayoil paid a massive com- 
mission of 31 cents per barrel to another mysterious entity called 
“Bayvan Consulting.” In one document, a Bayoil employee called 
those payments, “Russian commission.” Those Russian commissions 
to Bayvan appear to total more than $1.5 million. 

The Subcommittee could not identify any services provided by 
these companies, Plasco Shipping or Bayvan Consulting, in connec- 
tion with the oil deals. Our exhaustive search of Bayoil’s files con- 
cerning these deals included a thorough vetting of thousands of 
pages detailing each and every aspect of the transactions. Never- 
theless, the Subcommittee could not identify one piece of cor- 
respondence with Plasco or Bayvan. There was no contact with ei- 
ther of them, no invoices, no indication of any services provided 
whatsoever. Moreover, the Subcommittee attempted to locate each 
of those companies and was unable to do so. Therefore, in light of 
the fact that Bayoil agreed to pay a premium to Zhirinovsky and 
Bayoil made these massive payments to dubious companies, it is 


^See Exhibit No. 3, which appears in the Appendix on page 1455. 
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reasonable to conclude that those payments were, in fact, commis- 
sions to Vladimir Zhirinovsky. 

Not only did Zhirinovsky profit from this scheme, but Saddam 
Hussein profited, as well. In Phase VIII of the program, which oc- 
curred towards the end of 2000, the Hussein regime started de- 
manding under-the-table payments in connection with oil pur- 
chases. These payments were in direction violation of U.N. sanc- 
tions and the rules of the Oil-For-Food Program. According to sen- 
ior members of the Hussein regime, every single recipient of an oil 
allocation was obligated to make those payments, commonly called 
surcharges. Surcharges were imposed over a 2-year period, from 
September 2000 to mid-2002, and during that period, Zhirinovsky 
received four distinct allocations. As reflected in the documents 
presented in Exhibit 7,^ for those four allocations, the Hussein re- 

f ime received under-the-table payments totaling approximately 
4.7 million. 

Let us review one such surcharge payment. In Phase X, 
Zhirinovsky received an allocation of four million barrels. Bayoil 
once again purchased that allocation and engaged Russian oil giant 
Lukoil to be its agent. Lukoil contracted for the oil on behalf of 
Bayoil and the contract was numbered M/10/67. In connection with 
Contract M/10/67, Bayoil made payments totaling $1,122,548.70 to 
Plasco Shipping, the same mysterious entity that we visited pre- 
viously. Those payments are captured on the left-hand side of Ex- 
hibit 4,2 which presents Bayoil’s internal accounting statements re- 
flecting the payments to Plasco Shipping. 

It is crucial that we remember the sum paid to Plasco Shipping, 
$1,122,548.70, because that precise figure appears on a document 
created by the Ministry of Oil. That document, which is a chart 
that appears on the right-hand side of Exhibit 4, is a summary of 
all surcharges paid to the Hussein regime under the Oil-For-Food 
Program. The entry for Contract M/10/67, the Lukoil contract we 
discussed earlier, indicates that the surcharge owed was precisely 
$1,122,548.70, the exact amount to the penny that Bayoil paid 
Plasco Shipping. Finally, the chart indicates that the surcharge 
was paid in full. Therefore, given this evidence, it is reasonable to 
conclude that Bayoil’s payments to Plasco Shipping were, in fact, 
illegal under-the-table payments to the Hussein regime. 

As displayed in Exhibit 7, $4.7 million was paid in surcharges in 
connection with Zhirinovsky’s allocations. While Zhirinovsky and 
his agents paid $4.7 million to the Hussein regime in cash, 
Zhirinovsky also compensated the regime by literally giving the 
Iraqis a building in Moscow. In Phase VIII, Zhirinovsky was appar- 
ently having difficulty paying off all the surcharge debt. The Vice 
President of Iraq, Taha Yasin Ramadan, told the Subcommittee 
that he met with Zhirinovsky face-to-face and actually threatened 
him, saying, “Pay or get nothing.” 

In lieu of paying off the surcharge with cash, Zhirinovsky offered 
to give the Iraqis a building he owned in Moscow. Senior regime 
officials informed the Subcommittee that the building was worth 
more than $800,000. In our staff report, we present a letter from 


^See Exhibit No. 7, which appears in the Appendix on page 1475. 
2 See Exhibit No. 4, which appears in the Appendix on page 1459. 
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Zhirinovsky in which he discusses his proposal. The Iraqis eventu- 
ally agreed to Zhirinovsky’s offer and the deed was transferred to 
the Iraqis at their embassy in Moscow. One senior official told the 
regime — I am sorry, told the Subcommittee that he observed the 
transaction, saying, “I was there personally.” We have learned that 
the building is being used as an Arabic school. 

In conclusion, our staff report establishes that Zhirinovsky re- 
ceived numerous lucrative oil allocations, that Bayoil paid the Rus- 
sians millions of dollars in exchange for some of those allocations, 
and that Zhirinovsky, with Bayoil’s financing, paid the Hussein re- 
gime millions in under-the-table surcharges. 

With that, I will close my presentation. I would be happy to an- 
swer your questions. 

Senator Coleman. Thank you, Mr. Greenblatt. Mr. Groves. 

TESTIMONY OF STEVEN A. GROVES, i COUNSEL, PERMANENT 

SUBCOMMITTEE ON INVESTIGATIONS, COMMITTEE ON 

HOMELAND SECURITY AND GOVERNMENTAL AFFAIRS, U.S. 

SENATE 

Mr. Groves. Good morning. Chairman Coleman, Senator Levin, 
and Members of the Subcommittee. Thank you for the opportunity 
to testify today regarding the Subcommittee’s latest findings relat- 
ing to our ongoing investigation into the Oil-For-Food Program. 

My testimony today presents evidence gathered by the Sub- 
committee establishing that the former regime of Saddam Hussein 
attempted to exert influence at the highest levels of Russian gov- 
ernment by awarding lucrative allocations of oil to politically influ- 
ential officials. 2 In particular, the Hussein regime assigned the 
rights to massive quantities of oil to the Russian Presidential 
Council, which was then headed by a powerful Kremlin insider 
named Alexander Voloshin. 

In April, we traveled to Iraq and interviewed senior officials of 
the former Hussein regime. The officials told us that oil allocations 
were awarded to foreign politicians and political parties in order to 
engender international support for their regime. Documents re- 
viewed by the Subcommittee from the Iraqi Ministry of Oil con- 
firmed that massive allocations of oil were awarded to U.N. Secu- 
rity Council members that were sympathetic towards Iraq in its ef- 
forts to lift sanctions. Among those members was the Russian Fed- 
eration. Saddam Hussein personally approved the lists of allocation 
recipients along with a committee of his closest advisors, including 
Deputy Prime Minister Tariq Aziz and Vice President Taha Yasin 
Ramadan, both of whom were interviewed by the Subcommittee. 

The Hussein regime gave allocations to Russian individuals, po- 
litical parties, government ministries, and major oil companies due 
to their good relationship with Iraq and due to their support for the 
lifting of sanctions. A total of 30 percent of all of the oil allocated 
during the entire course of the program went to Russia. The state- 
owned oil company Zarubezhneft was allocated almost 180 million 
barrels of oil. The Russian Ministry of Foreign Affairs, the equiva- 


^The prepared statement of Mr. Groves appears in the Appendix on page 68. 

2 See Report on Oil Allocations Granted to The Russian Presidential Council, prepared by the 
Majority and Minority Staffs of the Permanent Subcommittee on Investigations, which appears 
in the Appendix on page 459. 
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lent of our State Department, was allocated 155 million barrels. In- 
dividual politicians, such as Mr. Zhirinovsky, and political parties 
were also given allocations, including 73 million barrels to the Uni- 
fied Russia Party, now known as the Unity Party, a pro-Kremlin 
organization associated with Russian President Vladimir Putin. 
Tariq Aziz stated that the Unity Party received such a large num- 
ber of allocations because Russia was taking positions at the U.N. 
Security Council favorable to Iraq. Vice President Ramadan stated 
that the Unity Party was given massive allocations because it was 
the governing party and the party of the president. 

The Russian Presidential Council received nine oil allocations to- 
taling 90 million barrels. The Presidential Council consisted of ad- 
visors appointed by the president, was responsible for devising 
presidential policy, drafting presidential decrees, and coordinating 
policy among government agencies. The head of the Presidential 
Council was Alexander Stalevich Voloshin, who was widely known 
to be the power behind the throne at the Kremlin. Mr. Voloshin as- 
sisted in President Putin’s rise to power, managed his first election 
campaign, and helped to create the Unity Party. He was once re- 
ferred to as “de facto, after President Vladimir Putin, Russia’s most 
powerful man.” 

Former regime officials interviewed by the Subcommittee con- 
firmed the allocations given to Mr. Voloshin were a show of support 
for him, and were granted to him because of his relationships with 
“very important characters.” Vice President Ramadan told the Sub- 
committee that he knew that Mr. Voloshin was the head of Russia’s 
Presidential administration and stated that the oil allocations 
awarded to him had been approved by Saddam Hussein. 

Many of the allocations to the Russian Presidential Council, like 
the allocations to Mr. Zhirinovsky, were ultimately purchased and 
shipped by Houston-based Bayoil. The Presidential Council and 
Bayoil used a variety of middle-men oil trading companies to exe- 
cute the actual contracts with Iraq. 

The transactions involved in the allocations granted to the Rus- 
sian Presidential Council followed the same general pattern. It 
would start at the beginning of each phase with an oil allocation 
to the Russian Presidential Council. If you would turn your atten- 
tion to Exhibit 19, ^ it is an example of a Ministry of Oil allocation 
list. The chart indicates that the Russian Presidential Council was 
allocated 14 million barrels of oil in Phase VIII and that a Mr. 
Issakov was named as the designated contact person. Mr. Issakov 
is Sergei Issakov, who is associated with Mr. Voloshin, as noted in 
our report. As you can see by the hand-written note at the corner 
of the document, the allocations had been approved at the highest 
level by the “the President Leader.” 

Once the oil is allocated, the contact person would choose a Rus- 
sian company to act as the nominal purchaser, the middleman, in 
exchange for a small commission. A representative of the middle- 
man, often Mr. Issakov himself, then traveled to Baghdad and 
signed a contract with SOMO that could be forwarded to the 
United Nations for approval. Once the contract was signed, SOMO 
would forward that contract to the Minister of Oil for approval. If 


^See Exhibit No. 19, which appears in the Appendix on page 1514. 
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you could turn your attention to Exhibit 27,^ which is an example 
of one such an approval for an allocation given to Mr. Voloshin in 
Phase XII. As you can see, the terms of the official contract with 
the Russia middleman company, called Impexoil, were approved by 
the Minister of Oil, and you can see that the ministry kept track 
of exactly who the allocation holder was, Mr. Voloshin, the head of 
the Russian Presidential Council. 

Other Ministry of Oil documents also kept track of who was the 
ultimate beneficiary of the oil allocation. For example. Exhibit 29 ^ 
is a letter from the Crude Oil Marketing Department to the Finan- 
cial Department outlining the terms of a contract signed during 
Phase XIII with Impexoil. Again, the letter makes clear who is ben- 
efitting from the allocation. It states, “Party Benefiting from Allo- 
cation: Head of the Russian Presidential Council.” 

Once the allocation and the contracts had been approved, the 
middleman company entered into a separate contract with an oil 
company, in many instances Bayoil, to actually ship the oil. After 
the oil was lifted, Bayoil wired payments, usually hundreds of 
thousands of dollars each, into certain bank accounts in Cyprus or 
Switzerland, countries not exactly known for their transparency in 
banking practices. The evidence indicates that the money wired to 
those accounts by Bayoil was ultimately split between the alloca- 
tion holder and the middleman. 

The Russian middlemen used to facilitate these allocations were 
paid a commission, usually amounting to two cents per barrel. For 
example, you can see here in Exhibit 20 ^ that in June 2000, Bayoil 
agreed to pay one of these middlemen, a company called Rosnef- 
teimpex, two cents a barrel for a contract in Phase VIII. As you can 
see, the Russian Presidential Council does not appear in this docu- 
ment. Instead, a company called Haverhill Trading suddenly ap- 
pears and is somehow engaged in these transactions. This is be- 
cause even the middlemen in these transactions had middlemen. 
As detailed in our report, Cyprus-based Haverhill served as a pass- 
through for the money that Bayoil paid to the middlemen, to the 
Russian Presidential Council, and in some instances, back to the 
Hussein regime in the form of surcharges. 

We conclude that the allocation holders and the middlemen prof- 
ited from these transactions, and Saddam profited, as well. Millions 
of dollars wired by Bayoil into Cypriot bank accounts during Phase 
IX and X were routed back to the Hussein regime. The letter dis- 
played in Exhibit 23 to the Executive Director of SOMO relates 
to a Phase IX allocation to the Russian Presidential Council and 
indicates that the middleman on the transaction, a company called 
Rosnefteimpex, had paid surcharges due to the regime. As you can 
see, the document notes that Rosnefteimpex delivered the sur- 
charge payments directly to the Iraqi embassy in Moscow. This was 
a common practice for the Russian companies who paid surcharges 
under these oil transactions. 

For all of the transactions where Bayoil was involved, Bayoil 
wired over $9.2 million into different bank accounts in Cyprus, 


^See Exhibit No. 27, which appears in the Appendix on page 1522. 

2 See Exhibit No. 29, which appears in the Appendix on page 1524. 

3 See Exhibit No. 20, which appears in the Appendix on page 1515. 

^See Exhibit No. 23, which appears in the Appendix on page 1518. 
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Greece, and Switzerland between July 2000 and January 2003. As 
indicated in Exhibit 31/ we estimate that approximately $609,000 
went to the middleman companies, such as Rosnefteimpex and 
Impexoil. The contracts connected to the Russian Presidential 
Council in Phases IX and X resulted in surcharge payments back 
to the Hussein regime, payments that we estimate to be in excess 
of $5.6 million. Once the payments to the middlemen and the sur- 
charges to the Hussein regime are deducted from the total pay- 
ments made by Bayoil, there is a remainder of almost $3 million. 
That is the amount we conclude went to the allocation holders, spe- 
cifically Mr. Voloshin and Mr. Issakov under the auspices of the 
Russian Presidential Council. 

Thank you again for allowing me to summarize our findings and 
I look forward to any questions you have on this matter. 

Senator Coleman. Thank you, Mr. Groves. 

Mr. Greenblatt, are you going to pick it up from here, and then 
we will go to Mr. Berkovitz? 

ADDITIONAL TESTIMONY OF MARK L. GREENBLATT 2 

Mr. Greenblatt. Thank you again for the opportunity to present 
additional evidence. This presentation will introduce evidence that 
the Subcommittee obtained establishing that the Hussein regime 
granted oil allocations to former French Minister of the Interior 
Charles Pasqua and recently reelected member of the British Par- 
liament George Galloway. The evidence establishes that Pasqua re- 
fused to sign a letter for the Iraqis concerning the allocations be- 
cause he “fear[ed] political scandals.” The evidence also indicates 
that Galloway appears to have used a children’s cancer foundation 
in at least one transaction. 

I will start with a sampling of evidence concerning the alloca- 
tions granted to Charles Pasqua. The first exhibit. Exhibit 8(a), ^ is 
a handwritten note written by the Executive Director of SOMO, the 
State Oil Marketing Organization, that he sent to the Minister of 
Oil. The subject line of the note is, “The French Personality 
(Charles Pasqua).” In the first line of the letter, SOMO indicates 
that Saddam Hussein personally approved the allocation to Charles 
Pasqua, stating, “The President leader . . . has approved the allo- 
cation of 3 million barrels to the French personality (Charles 
Pasqua).” The note goes on to say that the Iraqis requested that 
Pasqua sign a letter concerning one aspect of the transaction and 
that he refused to do so. According to the note, Pasqua refused to 
sign the letter because he “fear[ed] political scandals.” 

The next exhibit, which is displayed on Exhibit 8(b), is a letter 
written by Tariq Aziz’s chief assistant. In that letter, he informs 
SOMO that the identity of Pasqua’s agent and indicates that the 
agent, “represents Mr. Pasqua in receiving the oil allocations allot- 
ted to the latter.” I should note that Pasqua’s agent, Bernard 
Guillet, was detained 2 weeks ago for charges relating to Oil-For- 
Food transactions. 


^See Exhibit No. 31, which appears in the Appendix on page 1526. 

2 The additional prepared statement of Mr. Greenblatt appears in the Appendix on page 71. 

3 See Exhibit No. 8a., which appears in the Appendix on page 1479. 

^See Exhibit No. 8b., which appears in the Appendix on page 1481. 
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The last exhibit appears on 8(d). ^ That exhibit is another letter 
from the Executive Director of SOMO, in which he informs the Oil 
Minister that everyone who received an allocation in Phase VI of 
the program requested an increase in their allotment. At the bot- 
tom of the letter is a handwritten note indicating that Tariq Aziz, 
“endorsed” an increase of 1 million barrels to Pasqua’s allocation. 
Attached to the letter, which appears on the right side of the ex- 
hibit, is a chart created by SOMO reflecting the requests for addi- 
tional barrels of oil. Under the headings “France” and “Special Re- 
quests,” the chart states “Charles Pasqua” and indicates that his 
purchasing agent had contracted for 3 million barrels of oil. It also 
indicates that Pasqua requested an additional allotment of “un- 
specified” volume. 

These documents are a mere sampling of evidence accumulated 
by the Subcommittee that establishes that Charles Pasqua was 
granted oil allocations under the program. 

Turning to the evidence concerning Mr. Galloway, the evidence 
indicates that Galloway received allocations in six phases of the 
Oil-For-Food Program, amounting to a total of 20 million barrels of 
oil. Saddam Hussein’s chief lieutenant. Vice President Taha Yassin 
Ramadan, confirmed in an interview with the Subcommittee that 
Galloway received allocations. In addition, as reflected in the post- 
er presented now, Ramadan confirmed that Galloway was granted 
allocations, “because of his opinions about Iraq. [He] wants to lift 
embargo against Iraq.” Other Hussein regime officials confirmed 
that Galloway received allocations under the Oil-For-Food Pro- 
gram. 

In fact, just yesterday, the Subcommittee re-interviewed a senior 
member of the Hussein regime to confirm whether Galloway re- 
ceived allocations. The Subcommittee asked the following question: 
“Did the Iraqis grant any oil allocations to George Galloway, the 
member of the British Parliament?” His answer, “Yes.” 

The first series of exhibits reveal that Galloway received an allo- 
cation of 3 million barrels of oil in Phase IX of the program. In the 
first exhibit, which is reflected in Exhibit 9,^ we see a letter from 
SOMO to the Minister of Oil requesting approval of Contract M/09/ 
23. In identifying the contact, SOMO indicates that the contract 
was with a French oil company called Aredio Petroleum Company, 
and next to that name, the letter states: “(Fawaz Zuraiqat — 
Mariam’s Appeal).” 

Yesterday, the Subcommittee verified with that senior member of 
the Hussein regime that this document was authentic and that the 
Oil Minister’s signature was genuine. Regime officials interviewed 
by the Subcommittee also confirmed that, in these letters to the Oil 
Minister, the allocation recipient was identified in parentheses next 
to the purchaser’s name. Accordingly, this document indicates that 
the recipient of this oil allocation was “Mariam Appeal.” The 
Mariam Appeal was a foundation established by George Galloway, 
ostensibly to help a 4-year-old Iraqi girl named Mariam who was 
suffering from leukemia. Therefore, it appears that George Gallo- 


^See Exhibit No. 8d., which appears in the Appendix on page 1486. 
2 See Exhibit No. 9, which appears in the Appendix on page 1490. 
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way used a children’s cancer foundation to conceal his oil allocation 
deal. 

A different Ministry of Oil document further confirms that Gallo- 
way received this allocation. That document, which appears as Ex- 
hibit 10,1 is a chart created by SOMO after the fall of the Hussein 
regime that lists all oil allocations granted in Phase IX of the pro- 
gram. Entry number 23 of that chart indicates that the oil for Con- 
tract M/09/23, the Aredio contract that we discussed a moment ago, 
had been allocated to George Galloway and his agent, Fawaz 
Zureikat. A senior Hussein regime official that was interviewed 
yesterday confirmed that Zureikat facilitated Galloway’s oil trans- 
actions, “It’s my understanding that Fawaz Zuraiqat is oil lifter for 
Galloway.” 

The next exhibit. Exhibit 12, ^ is another of the SOMO letters re- 
questing approval of a contract from the Oil Minister. The contract 
is identified as Contract M/ll/04, with Middle East Advanced 
Semiconductor, and next to the company’s name appears “(Mr. 
George Galloway).” Once again, these forms were authenticated by 
senior Hussein regime officials. According to those officials, the 
name in parentheses next to the name of the purchasing company 
indicates the allocation recipient. 

For instance, the Subcommittee asked one senior regime official 
the following question concerning this very document: Q: “Does the 
phrase, ‘(Mr. (jeorge Galloway)’ mean that the allocation for this oil 
was granted to George Galloway?” His answer: “Yes.” 

The letter also indicates that an individual named “Fawaz 
Zureikat” was involved in the transaction. Once again, a senior 
Hussein regime official informed the Subcommittee that “Zureikat 
was the oil lifter for the benefit of George.” 

In the next exhibit. Exhibit 15, ^ we see the same form yet again, 
a letter from SOMO to the Oil Minister requesting approval of an 
oil contract. In this form, SOMO indicates that Contract M/12/14 
was signed once again with Middle East Semiconductors, “(on be- 
half of Mr. George Galloway),” and requests the Oil Minister’s ap- 
proval. Once again, we reconfirmed with a senior Iraqi official from 
the Hussein regime that this letter was, indeed, genuine and that 
the Oil Minister’s signature at the bottom was authentic. In addi- 
tion, we confirmed that the form indicated that the oil had been al- 
located to Galloway. That official was asked, “Does the phrase, ‘on 
behalf of Mr. George Galloway’ mean that the allocation for this oil 
was granted to George Galloway?” His answer: “Yes.” 

The Subcommittee obtained additional evidence that the oil for 
this contract had been allocated to Galloway. That evidence is cap- 
tured in Exhibit 14, ^ a SOMO letter informing the “Financial De- 
partment” of pending oil contracts. For Contract M/12/14, SOMO 
notified the Financial Department of the contract, identifying the 
contract as “Contract M/12/14 with Middle East ASI, (Mr. (jallo- 
way).” Middle East ASI was Fawaz Zureikat’s company, and ac- 
cording to this document, it bought the oil that had been allocated 
to Mr. Galloway. This corresponds with the testimony of the senior 


^See Exhibit No. 10, which appears in the Appendix on page 1493. 

2 See Exhibit No. 12, which appears in the Appendix on page 1498. 

3 See Exhibit No. 15, which appears in the Appendix on page 1506. 

^See Exhibit No. 14, which appears in the Appendix on page 1503. 
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Hussein regime official, who confirmed to the Subcommittee for a 
second time that “Fawaz Zureikat is oil lifter for Galloway.” 

The Subcommittee obtained another example of this SOMO form 
for the last contract involving Galloway. That letter, which is Ex- 
hibit 14, is SOMO’s notification to the Financial Department for 
Contract M/13/48. 

Senator Levin. What exhibit is that? 

Mr. Greenblatt. That is Exhibit 14. Once again, this document 
indicates that Galloway received the allocation and that Fawaz 
Zureikat’s company signed the contract to lift that oil. 

All told, the Subcommittee obtained evidence related to four of 
Galloway’s allocations. That evidence matches parallel evidence 
presented in the Subcommittee’s reports on Vladimir Zhirinovsky, 
the Russian Presidential Council, and Charles Pasqua. In addition, 
the Subcommittee authenticated the Galloway evidence with senior 
Hussein regime officials involved in the allocation of oil. 

With that, I will close my presentation and I would be happy to 
answer your questions. 

Senator Coleman. Thank you, Mr. Greenblatt. Mr. Berkovitz. 

TESTIMONY OF DAN M. BERKOVITZ, i COUNSEL TO THE MI- 
NORITY, PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 

COMMITTEE ON HOMELAND SECURITY AND GOVERN- 
MENTAL AFFAIRS, U.S. SENATE 

Mr. Berkovitz. Thank you, Mr. Chairman and Senator Levin. 
My name is Dan Berkovitz. I am Minority Staff Counsel to the 
Subcommittee. 

The Minority Staff report complements the other Subcommittee 
reports discussed today.^ Whereas those reports focus on allocation 
holders and purchasers of Iraqi oil, the Minority Staff report exam- 
ines what eventually happened to that oil, how so much of that oil 
got into the United States, and what the United States did to at- 
tempt to put an end to the illegal surcharge payments. Addition- 
ally, the Minority Staff report examines the largest single incident 
of oil being exported from Iraq by ship in violation of the U.N. 
sanctions, what is sometimes referred to as “the Khor al-Amaya 
shipments,” in reference to the Iraqi port where these shipments 
originated. 

From September 2000 until late 2002, the Iraqi government de- 
manded that purchasers of Iraqi oil under the Oil-For-Food Pro- 
gram pay a per-barrel surcharge to the Iraqi regime. These sur- 
charges were above the official sales price for Iraqi oil approved by 
the United Nations, and were to be paid into accounts outside the 
control of the United Nations. These payments violated the U.N. 
sanctions on Iraq. The surcharge amount varied, from a low of 10 
cents per barrel to a high of 30 cents per barrel. Detailed internal 
records kept by the Iraqi Oil Ministry’s State Oil Marketing Orga- 
nization (SOMO), show that, during this period, Iraq collected 
about $228 million in illegal surcharges. 


^The prepared statement of Mr. Berkovitz appears in the Appendix on page 77. 

2 See Report on Illegal Surcharges on Oil-for-Food Contracts And Illegal Oil Shipments From 
Khor Al-Amaya, prepared by the Minority Staff of the Permanent Subcommittee on Investiga- 
tions, which appears in the Appendix on page 836. 
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During this surcharge period, the United States was one of the 
largest customers of Iraqi crude oil, importing an average of about 
660,000 barrels of oil per day. The United States imported a total 
of about 525 million barrels of Iraqi oil over this period. 

U.S. companies did not buy this oil directly from Iraq, but rather 
from oil traders, allocation holders, and various other “middlemen” 
that were unique to the Iraqi oil trade. Using SOMO records on 
surcharge amounts assessed and collected and U.S. Energy Infor- 
mation Administration data on U.S. oil imports, the Minority Staff 
estimates that about $118 million in illegal surcharges were paid 
on Iraqi barrels of oil sent to the United States. 

This means that oil imported into the United States financed 
about 52 percent of the illegal surcharges paid to the Hussein re- 
gime. Oil destined for other countries accounted for about $110 mil- 
lion in illegal surcharges, or about 48 percent of the total illegal 
surcharges paid. This information is depicted in the chart. ^ These 
percentages roughly correspond to the percentages of Iraqi oil sent 
to the United States and elsewhere during this period. 

With one notable exception, the Subcommittee Minority Staff has 
not seen evidence showing that U.S. companies knowingly pur- 
chased oil on which a surcharge had been paid. U.S. companies 
buying Iraqi oil from traders typically included a clause in their 
contracts requiring the seller to warrant that no surcharge had 
been paid. However, other than this one notable exception, the 
Subcommittee Minority Staff did not investigate whether any U.S. 
companies knowingly purchased oil on which a surcharge had been 
paid. 

The notable exception involves a U.S. company called Bayoil. 
Bayoil is a privately-held company headquartered in Houston, 
Texas, with affiliates in the Bahamas, Switzerland, and Luxem- 
bourg. During the surcharge period, Bayoil was the largest pro- 
vider of Iraqi oil for the United States. Bayoil provided about 200 
million barrels to U.S. oil companies, or almost 40 percent of Amer- 
ican imports of Iraqi oil during this period. 

Our examination of Bayoil’s activities has found extensive evi- 
dence that Bayoil paid or financed illegal surcharges on Iraqi oil. 
Using Bayoil, Iraqi, and other documents, we were able to trace the 
history of 102 cargoes of Iraqi oil that Bayoil purchased and im- 
ported into the United States. We found that, together, the illegal 
surcharges paid on those cargoes totaled at least $37 million. 

Documents obtained by the Subcommittee also indicate Bayoil 
knowingly participated in a trade boycott in violation of U.S. law. 
One of the Bayoil officers signed a note and notarized a statement 
attesting, “We herewith confirm never to have sold directly or indi- 
rectly to Israel and further confirm that this policy will remain per- 
manently in force during the entire validity of our contract.” That 
statement was signed and notarized by the chairman of Bayoil 
Supply and Trading, Limited. 

In interviews with Subcommittee staff, senior Hussein regime of- 
ficials currently in detention, including former Vice President Taha 
Yasin Ramadan and former Presidential Secretary Abid Hamid 


1 See an attachment to the prepared statement of Dan M. Berkovitz, Counsel to the Minority, 
Permanent Subcommittee on Investigations, which appears in the Appendix on page 82. 
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Mahmoud, who was also Saddam Hussein’s chief hody guard, con- 
firmed that Iraq prohibited the purchasers of Iraqi oil from subse- 
quently selling it to Israel. 

We also found evidence that Bayoil persistently and openly lob- 
bied U.S. and U.N. officials to influence the pricing of Iraqi oil and 
oppose U.S. efforts to address the surcharge problem by raising the 
official sales price. Bayoil also helped Iraq and Russia devise objec- 
tions to U.S. and U.K. pricing proposals to stop the surcharges, and 
even on occasion drafted documents for Russian companies to send 
to U.N. officials protesting pricing policies that set Iraqi oil prices 
very close to world market rates. 

We also found a significant contrast in the efforts of U.S. officials 
to stop the illegal surcharges. At the United Nations, U.S. and U.K. 
officials worked aggressively and creatively to develop pricing poli- 
cies for Iraqi oil to prevent Saddam from imposing surcharges. 
After 2 years of effort, the United States and the United Kingdom 
moved the United Nations to a so-called “retrospective pricing sys- 
tem,” which delayed setting a price on Iraqi crude until after the 
oil had been loaded onto the ships. This delay allowed the United 
Nations to set prices which closely reflected actual market prices 
and made it uneconomical for Iraq to also demand payment of a 
per-barrel surcharge. By September 2002, the system finally 
“squeezed out” the surcharges. 

In contrast, at the same time the United States was making it 
harder for Saddam to impose illegal surcharges, the United States 
took only minimal steps to ensure that U.S. companies were not 
paying surcharges. In late 2000 and early 2001, the State Depart- 
ment and the Treasury Department’s Office of Foreign Assets Con- 
trol, or OF AC, the office with primary responsibility for enforcing 
U.S. sanctions, informed U.S. oil companies that it would be illegal 
to pay any surcharges. Despite the knowledge that Saddam was 
continuing to impose surcharges on Iraqi oil and that the United 
States was importing very large amounts of Iraqi oil, the State De- 
partment and OFAC took no additional steps to ensure that no 
American companies were paying surcharges, or even to inquire 
about the nature of the trade in Iraqi oil. 

U.S. authorities also failed to respond to requests by United Na- 
tions officials for assistance in obtaining information about poten- 
tial sanctions violations by Bayoil. In early 2001, the U.N.’s Oil 
Overseers obtained information that Bayoil may have diverted to 
Europe shipments of Iraqi oil that the United Nations had ap- 
proved for sale to North America. Shortening the final destination 
in this manner, called transshipment, would have violated the 
sanctions and Bayoil’s U.S. license. It also would have earned 
Bayoil additional profits, which was of particularly concern at that 
time, in early 2001, because such profits could have been used as 
a source of funds to pay illegal surcharges. 

In early June 2001, the U.N. Oil Overseers formally asked Bayoil 
to provide details about these shipments. Bayoil refused. The 
United Nations then requested the U.S. Mission to the United Na- 
tions to require Bayoil to provide the information, since Bayoil was 
a U.S. company. In mid-August 2001, the State Department for- 
mally asked OFAC to obtain the information from Bayoil. 
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Meanwhile, the U.N. Overseers continued to demand that Bayoil 
provide them with a complete accounting of the shipments in ques- 
tion. Twice, the Overseers threatened to inform the U.N. Security 
Council of Bayoil’s lack of cooperation. Each time, Bayoil claimed 
the U.N. Overseers were prejudiced against them and refused to 
provide the information. 

The United Nations again complained to the U.S. Mission to the 
United Nations. In early 2002, the State Department again asked 
OFAC, informally, it appears, to get the information from Bayoil. 
In late April 2002, 8 months after the State Department’s initial 
request, OFAC asked Bayoil to report on its licensed activities. In 
May 2002, Bayoil responded by stating it had not engaged in any 
licensed activities since 1997. OFAC then telephoned Bayoil to ask 
permission to release Bayoil’s response to the State Department 
and the U.S. Mission to the U.N. In July 2002, 11 months after the 
initial request, Bayoil agreed on the condition that the response not 
be disclosed to anyone else, which presumably included the United 
Nations. 

In the end, OFAC never provided Bayoil’s letter — which was non- 
responsive to the U.N.’s concerns in any event — to either the State 
Department or the United Nations. The U.S. Government failed to 
provide the United Nations with any meaningful assistance, and 
the United Nations never obtained the requested information. Nei- 
ther OFAC nor the State Department conducted any further in- 
quiry into Bayoil’s role in the Iraqi oil trade. Last month, the Jus- 
tice Department indicted Bayoil and its three principal officers for 
various crimes resulting from the payment of illegal surcharges to 
Iraq. 

The Minority Staff report also examines the Khor al-Amaya ship- 
ments. Over several weeks in February and March 2003, Iraq load- 
ed seven large oil tankers with a total of over 7.7 million barrels 
of oil at the port of Khor al-Amaya in Southern Iraq, at the en- 
trance to the Persian Gulf. These were the first loadings at Khor 
al-Amaya since the port had been damaged during the Iraq-Iran 
war in 1980. Iraqi oil exports from Khor al-Amaya were not author- 
ized under the Oil-For-Food Program and did not have U.N. ap- 
proval. They constituted the largest single instances of illicit oil 
shipments out of Iraq by ship during the sanctions period. 

The oil tankers had been chartered by a Jordanian company act- 
ing on behalf of the Jordanian government. In exchange for the 7.7 
million barrels of oil, the government of Jordan wired over $53 mil- 
lion in hard currency to the government of Iraq. Subcommittee 
interviews with high-ranking Iraqis currently in detention, again 
including former Vice President Taha Yasin Ramadan, confirmed 
that these shipments were authorized at the highest levels of the 
Iraqi government and the oil proceeds went to bank accounts under 
control of the Hussein regime. 

Each of the large tankers docked at the Khor al-Amaya terminal, 
filled its tanks with Iraqi crude oil, and then sailed for the port of 
Fujairah, in the United Arab Emirates, as shown on the second 
chart. 1 Other shipping interests in the Persian Gulf who saw the 


1 See an attachment to the prepared statement of Dan M. Berkovitz, Counsel to the Minority, 
Permanent Subcommittee on Investigations, which appears in the Appendix on page 83. 
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oil tankers characterized the shipments as blatant violations of 
U.N. sanctions. Press reports asked questions about how the ships 
were able to travel the Persian Gulf with impunity. 

U.N. inspectors and oil overseers interviewed by the Sub- 
committee stated they were surprised by the presence of the oil 
tankers. One U.N. oil overseer directly contacted the captain of the 
first ship to dock at Khor al-Amaya and told the ship it was car- 
rying oil in violation of U.N. sanctions. 

In contrast, shipping communications obtained by the Sub- 
committee indicate that U.S. personnel appear to have had advance 
warning of the shipments and allowed them to continue. These 
communications involve a ship’s captain, some ship owners, the 
Jordanian company that chartered the seven ships, and an Amer- 
ican shipbroker which was also involved in some of the charters. 
These communications indicate the ships traveled with the full 
knowledge and acquiesence of the Maritime Interdiction Force 
(MIF), the naval force patrolling the Persian Gulf to prevent smug- 
gling of oil out of Iraq. The MIF was then under the command of 
a U.S. Naval officer. The message indicates, for example, that the 
Jordanians instructed their ship captains to contact Commander 
Harry French, the U.S. Naval officer then assigned to the MIF, 
with the following message. “We are loading crude oil from the ter- 
minal at Khor al-Amaya for Millennium,” which is the name of the 
Jordanian company. “Do you have any objection?” 

Shipping records obtained by the Subcommittee and contempora- 
neous reports indicate the MIF officers never objected to any of 
these shipments. Instead, the MIF allowed the ships to pick up 
their cargoes and leave unfettered. 

When objections were raised publicly to the Khor al-Amaya load- 
ings, the U.S. company involved in chartering the ships for Jordan 
became concerned about the legality of the Khor al-Amaya ship- 
ments and decided to check with U.S. authorities to ensure that 
the company was not party to a transaction that violated U.S. law, 
U.N. sanctions, or U.S. foreign policy. The General Counsel for the 
company called the U.S. Commerce Department to discuss the 
shipments. The general counsel of the company who made the call 
was eventually put in touch with an official from the State Depart- 
ment. The general counsel explained to her the circumstances of 
the shipments. Two hours later, the official, Amy Schedlebauer, 
called back and said, according to a contemporaneous E-mail from 
the general counsel describing the conversation, that her office was, 
“aware of the shipments and has determined not to take action.” 
The general counsel told her there was another shipment on the 
way, and the State Department officer, in the general counsel’s 
words, “repeated the quoted response and would say no more.” 

It is not clear who instructed the State Department official to 
convey this information to the U.S. company, or who within the De- 
partment of Defense instructed Commander Harry French not to 
object to the Khor al-Amaya shipments. Despite written requests 
by the Subcommittee Chairman and Ranking Member, and re- 
peated verbal and E-mail requests from both Majority and Minority 
Staffs for unclassified briefings, neither the State Department nor 
the Defense Department, has provided any information on why the 



29 


United States permitted these apparent violations of the Iraqi 
sanctions. 

Thank you. I would be happy to answer questions. 

Senator Coleman. Thank you very much, Mr. Berkovitz. 

We will do 7-minute rounds for this panel. 

Mr. Greenblatt, I wonder if we can get Exhibit 13. ^ In Exhibit 
13, at the very bottom, you have Middle East Advanced Semi Con- 
ductor, and this Exhibit 13 relates to, and I think it is Exhibit 12. 
This is the Contract M/09/23, I think in Exhibit 10. ^ I think that 
is Fawaz Zureikat, George Galloway, Aredio Petroleum Company, 
and I believe that is in Exhibit 9.^ This would be the one for 
Mariam’s Appeal. So this is a chart, then, that lays out the sur- 
charge for the allocation to Mariam’s Appeal, is that correct? 

Mr. Greenblatt. I think you might be referring to Exhibit 11,"^ 
is the surcharge chart for that particular transaction. 

Senator Coleman. Exhibit 13, then, is 

Mr. Greenblatt. That is for the Phase XI transaction, 11/04 is 
the contract. 

Senator Coleman. And that one was to Fawaz Zureikat and 
George Galloway 

Mr. Greenblatt. That is exactly correct. 

Senator Coleman [continuing]. Again, Aredio Petroleum? 

Mr. Greenblatt. That was actually Middle East Semiconductor. 
They used two different companies. The first one, in Phase IX, was 
Aredio. The Phase XI contract was with Middle East Semiconduc- 
tors. 

Senator Coleman. And I don’t think we can see it in that chart, 
but I believe in footnotes, because of where you have Middle East 
Advanced Semiconductor blown up over there, that actually cov- 
ers — and I have the original here — it would be footnote 94 in the 
staff report.® That also includes a listing from Machino Import allo- 
cations, and could you explain who Machino Import — how that fits 
into that hearing? 

Mr. Greenblatt. The Machino Import entry on these refer to the 
contracts lifted by Machino Import that relate to the Zhirinovsky 
allocations. 

Senator Coleman. So what we have here — this chart was pre- 
pared after the fall of the Hussein regime, is that correct? 

Mr. Greenblatt. That is exactly right. 

Senator Coleman. What you have on this chart, Zhirinovsky al- 
locations, is that correct? 

Mr. Greenblatt. That is right. 

Senator Coleman. And also Galloway allocations? 

Mr. Greenblatt. That is right. 

Senator Coleman. So if one was just targeting somebody here, 
it would be highly unusual that you would be getting a multitude 
of companies. But we have checked Zhirinovsky going back and 


^See Exhibit No. 13, which appears in the Appendix on page 1501. 

2 See Exhibit No. 10, which appears in the Appendix on page 1493. 

^See Exhibit No. 9, which appears in the Appendix on page 1490. 

^See Exhibit No. 11, which appears in the Appendix on page 1496. 

®See Footnote Exhibit No. 94 attached to the Report on Oil Allocations Granted to Charles 
Pasqua & George Galloway, prepared by the Majority and Minority Staffs of the Permanent 
Subcommittee on Investigations, which appears in the Appendix on page 167. 
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there is absolutely no question in your mind as to the validity of 
the numbers of which, in this chart, relate to Zhirinovsky? 

Mr. Greenblatt. That is right, and other numbers on there 
match documents from other sources. The amount of oil lifted cor- 
responds, contract numbers, contract entities, they match with 
other documents that we have elsewhere that we have obtained 
from other sources. 

Senator Coleman. What I am trying to do here is going through 
the exhibits, and what we see is a pattern, whether it is 
Zhirinovsky or Voloshin or Galloway or Pasqua, the listing on the 
surcharge charts, the same information, and the validity of those 
being validated. I believe if I look at Exhibit 9,^ this is a Mariam’s 
Appeal letter 

Mr. Greenblatt. That is right. 

Senator Coleman [continuing]. And this is with the stamp of the 
Ministry of Oil, is that correct? 

Mr. Greenblatt. That is right. 

Senator Coleman. And then you would have the same for Ex- 
hibit 12 . Then at Exhibit 12, ^ again, same form, same letter, same 
stamp 

Mr. Greenblatt. That is right. 

Senator Coleman [continuing]. The name in parentheses being 
(George Galloway) 

Mr. Greenblatt. That is right. 

Senator Coleman [continuing]. And Iraqi officials have identified 
the name in parentheses uniformly as the person who received the 
allocation, is that correct? 

Mr. Greenblatt. That is right, and they specifically identified 
this particular document — they authenticated this particular docu- 
ment, as well. 

Senator Coleman. And then would you have similar documents, 
then, for Voloshin and Zhirinovsky, again, documents from the 
Ministry of Oil, same stamp, same parentheses? 

Mr. Greenblatt. The identical form with virtually identical in- 
formation, depending on the specific terms of the contract, yes. 

Senator Coleman. Can you talk to me a little more, then, about 
how these patterns fit together? 

Mr. Greenblatt. Sure. The one thing that emerges from the 
Zhirinovsky allocation report, from the Russian Presidential Coun- 
cil report, is that very pattern of documentation as you described 
it, which includes these SOMO requests for approval from the Oil 
Minister. If I were to sit here and list the number of these letters 
that we have, these forms that we have, we would be here all 
night. For each contract, SOMO would send a request for approval 
from the Minister of Oil, and in each one of those letters, they 
would indicate the name of the purchasing company and then indi- 
cate, in parentheses, the name of the allocation recipient. 

Senator Coleman. And how do we know that these documents 
are genuine? 

Mr. Greenblatt. They corroborate with other documents related 
to the contracts that we see. For example, if you put up Exhibit 6,^ 


^See Exhibit No. 9, which appears in the Appendix on page 1490. 

2 See Exhibit No. 12, which appears in the Appendix on page 1498. 
^See Exhibit No. 6, which appears in the Appendix on page 1471. 
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Exhibit 6 is two letters. One, on the left-hand side, is a letter from 
Vladimir Zhirinovsky informing SOMO that Nafta Moscow is the 
company that is going to sign the contract. That is the purchasing 
agent we discussed in my testimony. He is informing SOMO that 
Nafta Moscow is going to sign the contract. 

On the right-hand side, we have that very SOMO approval letter 
that they are requesting from the Minister of Oil in which they dis- 
cuss the contract, and that is the culmination of Zhirinovsky’s let- 
ter on the left-hand side. 

Senator Coleman. And reference specifically to the Galloway 
documents that we verified the signature of the Minister of Oil on 
these Ministry of Oil letters? 

Mr. Greenblatt. That is exactly right. 

Senator Coleman. Mr. Groves, in dealing with the Russian com- 
panies, we appear to have a number of sham companies that are 
simply set up for the purpose of facilitating the payment of the sur- 
charge, is that correct? 

Mr. Groves. That is correct. 

Senator Coleman. Can you give me a better understanding? I 
know that we have looked into some of these companies. I think 
it was Impexoil, the Russian engineering company, a company in 
Cyprus that doesn’t appear to exist other than on paper. How were 
these companies allowed to participate in these transactions? 

Mr. Groves. Well, once the contract was signed between the 
nominal purchaser and SOMO, that was the public face of the deal- 
ing. That is the contract that would be sent to the United Nations 
for review and approval. But the rest of the deal happened com- 
pletely under the radar. We have access to the key deal documents 
because of our access to Bayoil documents. It is through those that 
we found a lot about the guts of these transactions and how they 
used these pass-through companies in order to effect the sur- 
charges. 

For the Russian companies, they didn’t want to do a lot of wire 
transactions — this is based on our interviews — and they ultimately 
would want those surcharges to be paid in cash to the Iraqi em- 
bassy in Moscow. That was their preferred method of payment. 

Senator Coleman. But with the Russian transactions, because 
with Bayoil, an American company, we were able to get those docu- 
ments, is that correct? 

Mr. Groves. Correct. 

Senator Coleman. And as a result of getting those documents, 
we know exactly how much was paid. 

Mr. Groves. That is also correct. 

Senator Coleman. And then we were able to break it down to 
divide what was paid to whom and what was left over, the amount 
left over for the allocation holder. 

Mr. Groves. Yes, sir. 

Senator Coleman. Which is consistent with the testimony of the 
regime officials that the allocation holder got value from passing on 
those allocations to others. 

Mr. Groves. The regime official said that is the whole point. The 
point of the allocation is to create the profit margin that would be 
split between the allocation holder and the nominal contractor. 
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Senator Coleman. Mr. Greenblatt, the letters, the charts, the 
summaries, all that we see in the Galloway case completely con- 
sists of what we see in the Zhirinovsky case, the Voloshin case, and 
the other case, is that correct? 

Mr. Greenblatt. Absolutely. If you look at Exhibit 45, ^ you will 
see another example. This is the chart that we saw earlier, where 
it has Galloway listed at Contract M/09/23, and then later in the 
chart, we see an entry for Zhirinovsky under Contract 10 — I am 
sorry, 9/119, and Zhirinovsky is listed in the same exact manner 
as Galloway is listed in his Contract M/09/23. 

Senator Coleman. One last question, Mr. Greenblatt, for this 
round. Several officials identified as allocation recipients have 
issued categorical denials. I think they said that they, “have never 
bought a barrel of oil, never sold a barrel of oil.” It is correct to 
say that the allocation holders, in fact, never did buy a barrel of 
oil or sell a barrel of oil, is that correct? 

Mr. Greenblatt. That is right. They are walking a line where 
they are saying they never bought a barrel of oil, but that is not 
the question. The question is whether they traded in the alloca- 
tions of the oil, the option to buy the oil. 

Senator Coleman. Thank you. Senator Levin. 

Senator Levin. Thank you. I would like you to track for us again 
the relationship between Bayoil and the allocation holders. I think 
you indicated that Bayoil aggressively sought these allocations. Is 
that, first of all, correct? 

Mr. Greenblatt. That is right. 

Senator Levin. Then give us the process. Use Zhirinovsky, for in- 
stance. 

Mr. Greenblatt. Sure. 

Senator Levin. How would they contact Zhirinovsky or vice- 
versa? 

Mr. Greenblatt. We do not actually have the actual initial con- 
tact between Bayoil and Zhirinovsky. We do have subsequent cor- 
respondence between them. What we do have is Bayoil courting the 
nominal purchaser, in that case, Nafta. We have other situations 
where they were courting companies, Russian companies named 
Sidanco, and that is documented in our report and I would be 
happy to show you where they are in the footnotes, if you like. But 
we have a series of letters. They wrote three letters to one company 
on one day, hounding them about getting a contract. That same 
day, they wrote to Nafta Moscow, hounding them to sign up a con- 
tract. So they were quite proud of what they were doing. 

Senator Levin. Now, we know that the allocation holders were 
committed to pay surcharges, is that correct? 

Mr. Greenblatt. According to the testimony of the senior Hus- 
sein regime officials, yes. 

Senator Levin. In addition to the testimony, we have the docu- 
ments themselves, do we not, which say surcharge? For instance, 
I don’t know what the new number of this one is, but it is old num- 
ber 152. That is the Zhirinovsky Report, footnote 152. 


^See Exhibit No. 45, which appears in the Appendix on page 1723. 
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Take Exhibit 9.^ It is the same thing. This is a Galloway alloca- 
tion. I think the pattern here is the same, you tell me. 

Mr. Greenblatt. Yes. 

Senator Levin. OK. Take a look at — this is a new number, Ex- 
hibit 9, it is footnote 84. First of all, it reads, to the Oil Minister, 
approval of exported crude oil contracts. Based on the approval of 
Your Excellency, please find below the details of the contract 
signed with, and they say Fawaz Zureikat and Mariam’s Appeal in 
parentheses. Then read number 11 down there. 

Mr. Greenblatt. Surcharge, payable within one month of the 
date of loading each shipment. 

Senator Levin. So this was explicit in this allocation, is that cor- 
rect? 

Mr. Greenblatt. That is right. 

Senator Levin. And the other allocations, the Zhirinovsky alloca- 
tions — 

Mr. Greenblatt. That is standard language. 

Senator Levin. Standard language. It explicitly states when the 
surcharge is going to be payable. 

Mr. Greenblatt. That is right. 

Senator Levin. Now, on one of the exhibits, I believe that when 
the surcharge was not paid — let me see if I can find this Exhibit 
12 

Mr. Greenblatt. Exhibit 12. 

Senator Levin. It is Exhibit 12. ^ This is another Galloway — a let- 
ter that refers to Mr. Galloway and Mr. Fawaz Zureikat. And then 
if you read the line relative to surcharge, what does it say there? 

Mr. Greenblatt. It says, “Surcharge: As per the instructions of 
your Excellency,” meaning the Minister of Oil, “over the phone on 
12/11/2001, of not accepting the company’s proposals unless they 
pay the debt incurred since phase 8.” 

Senator Levin. In other words, this company, whatever that com- 
pany was that was assigned the allocation, had not paid the sur- 
charge in an earlier time period, is that correct? 

Mr. Greenblatt. That is exactly correct. 

Senator Levin. And so explicitly, unless that surcharge which is 
owing, the kickback — we might as well use plain English — which is 
owing is paid, then it says here that we don’t accept the proposal 
of the company in this time period, is that correct? 

Mr. Greenblatt. That is right. 

Senator Levin. Now, these efforts which you described to obtain 
surcharges, first off, that would go to the Iraqi regime, were a vio- 
lation of the Oil-For-Food Program, is that correct? 

Mr. Greenblatt. Absolutely. 

Senator Levin. They were an assault, an attack on a U.N. pro- 
gram, is that correct? 

Mr. Greenblatt. Yes. 

Senator Levin. They were an effort to undermine another U.N. 
program, which was the sanctions program, is that correct? 

Mr. Greenblatt. All of these manipulations, the surcharges and 
the allocations were designed to do that, yes. 


^See Exhibit No. 9, which appears in the Appendix on page 1490. 

2 See Exhibit No. 12, which appears in the Appendix on page 1498. 
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Senator Levin. To undermine a U.N. effort? 

Mr. Greenblatt. Yes. 

Senator Levin. So we see in the testimony here, actually, an ef- 
fort made to undermine, attack, assault something that the inter- 
national community had devised in the sanctions program and in 
the Oil-For-Food Program, is that a fair statement? 

Mr. Greenblatt. Yes. 

Senator Levin. Mr. Berko vitz, going back to the Khor al- Amaya 
incident, we wrote, I believe — we here being the Chairman and my- 
self — wrote to the Department of Defense on February 8, 2002, a 
letter requesting certain information and an unclassified answer, is 
that correct? Exhibit 44? ^ 

Mr. Berkovitz. That is correct. 

Senator Levin. And has the Defense Department offered to give 
us any unclassified response to this letter? 

Mr. Berkovitz. No, Senator. 

Senator Levin. All they have offered is a classified briefing, is 
that correct? 

Mr. Berkovitz. Yes, sir. 

Senator Levin. Now, how public were the events that are de- 
scribed in the Chairman’s and my letter to the Department of De- 
fense? 

Mr. Berkovitz. The events were reported almost contempora- 
neously in the oil trade press. There was a Wall Street Journal ar- 
ticle about it that shortly followed. There have been renewed press 
articles about it this year, and the State Department spokesman 
has addressed this in a State Department press conference. So it 
is out in the public domain. 

Senator Levin. All right. And finally, in Exhibit 45 — well, I guess 
it is still part of Exhibit 44, we also, the Chairman and myself, 
wrote to the U.S. Representative for U.N. Management and Re- 
form, Mr. Kennedy, on March 9, thanking him, first of all, for his 
testimony in February, but then seeking certain unclassified infor- 
mation from the Department of State, is that correct? 

Mr. Berkovitz. Yes, sir. 

Senator Levin. And have they answered that letter at all? 

Mr. Berkovitz. No. 

Senator Levin. Thank you. Thank you, Mr. Chairman. 

Senator Coleman. Thank you. Senator Levin. Senator Bennett. 

Senator Bennett. Thank you very much to all three of you for 
the diligence with which you have pursued this. 

I want to see from your examination of all of this if there is a 
pattern of purpose that can be identified here. Ruling out Bayoil, 
because I am assuming that Saddam Hussein or his ministers did 
not understand that Bayoil would be involved in this, why were the 
particular people whom you have identified as recipients of Sad- 
dam Hussein’s largess chosen to be the recipients of Saddam Hus- 
sein’s largess? I have listed three possibilities here from my own 
perspective, but I am not into it nearly as deeply as you are. 

One would be political influence. They would go after people who 
would be helpful to them in either the French, the British, or the 


^See Exhibit No. 44, which appears in the Appendix on page 1712. 
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Russian governments. We have nationals of those three countries 
before us. 

One would be, we will deal with anybody as long as he is willing 
to give us a kickback. We don’t care whether he has influence or 
not as long as he will give us money back, and it may be coinci- 
dence that the people we are talking about happened to be those 
who held governmental positions in the three countries. 

Or it may have been friendship. Mr. Zhirinovsky made a number 
of trips to Iraq, was very outspoken in his support of Iraq. As we 
will hear from, I believe it is Mr. Reddaway in the next panel, look- 
ing at his testimony, he says the Iraqis may not, in Zhirinovsky’s 
case, made a particularly good investment. He never had that 
much influence in the Russian government and his trips to Iraq 
were not popular with the Russian people as a whole. 

Can you add to these three possibilities? They are not exhaustive 
by any means. I just jotted them down as I listened to you. Give 
us a sense of what Saddam Hussein, in his mind, thought he was 
accomplishing by favoring these particular individuals with the op- 
portunity to participate in this illegal activity. 

Mr. Greenblatt. Your first and third ideas are quite closer to 
the mark. Our interviews with Hussein regime officials confirmed 
repeatedly that this allocation system was designed to reward 
friends throughout the world and to undermine U.N. sanctions 
against Iraq. That was the ultimate goal. They gave allocations, or 
they gave priority to those individuals and political parties 
throughout the world who supported them in that goal, regardless 
of where they were, with one slight exception. 

By and large, the regime had a general rule of not dealing with 
American companies and not dealing with British companies. We 
have documents to that effect in our reports, where they expressly 
say Iraq cannot deal with American companies. It doesn’t nec- 
essarily mean that American individuals weren’t granted alloca- 
tions, but they were much more limited than those given out to 
Russians and French. 

Senator Bennett. We have in this hearing, a French former In- 
terior Minister. Was he a friend, or did they think he would help 
undermine U.N. sanctions, or both? Zhirinovsky, we have talked 
about, various Russian political leaders, and Mr. Galloway, a mem- 
ber of Parliament. Was the assumption that Mr. Galloway or Mr. 
Pasqua would be able to influence their governments, or was that 
primarily friendship on those two? 

Mr. Greenblatt. I think it is both, six of one, half-a-dozen of the 
other in the sense that their friends were the ones who supported 
them, and I think there was no direct quid pro quo in terms of you 
get an allocation if you do this action right now. 

Senator Bennett. I see. 

Mr. Greenblatt. But there was a general sense of support. 

Senator Bennett. Yes, sir. 

Mr. Berkovitz. Senator, you asked from the perspective of the 
Iraqis, what was in Saddam Hussein’s head. We did not interview 
Saddam HUssein, but almost uniformly, all the other ministers 
that were interviewed viewed this as that they weren’t doing some- 
thing wrong — or violating the U.N. resolutions in these allocations. 
They were viewing the process as using trade or using what limited 
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contractual ability they had to give it to the people who they want- 
ed to strengthen their political ties. It wasn’t just these Oil-For- 
Food contracts, either. They were also giving large contracts for the 
development of the Iraqi oil fields to Russian companies and 
French companies to encourage Russia and France to end sanctions 
so that the oil fields could be developed by those companies in 
those countries. 

So in the Iraqis’ mind, this was an extension of using trade for 
political benefit, strengthening the ties between the two. That is 
sort of what I think was in their mind. 

Senator Bennett. But I am assuming that they went to lengths 
to prevent public disclosure of what they were doing. You are say- 
ing, in their mind, this was an open trade kind of activity, but they 
were at least smart enough to realize that they had to keep any- 
body from knowing about it. 

Mr. Berkovitz. Yes. They were not — definitely. 

Senator Bennett. OK. We have Mr. Reddaway’s comment that 
in Zhirinovsky, they didn’t get a very good investment. Off the top 
of your heads, do you have any sense as to whether or not Charles 
Pasqua or George Galloway was able to have any influence on the 
positions of their respective governments? 

Mr. Greenblatt. I think it is difficult to say whether there was 
any specific action taken and how much one individual influenced 
national policy. I think that was clearly the intent of the Hussein 
regime, but it is hard to quantify what the — ^but they were cer- 
tainly outspoken supporters of Iraq throughout — and opponents of 
the sanctions regime throughout the entire Oil-For-Food Program. 

Senator Bennett. Well, just one last observation. They may have 
done it for political influence and for friendship to reward those 
that were on their side, but they always made sure they got their 
kickback or friendship would disappear. 

Thank you, Mr. Chairman. 

Senator Coleman. Thanks, Senator. 

I am going to do one more 5-minute follow-up round. I have just 
a couple more questions that I would like to address. 

If we can put Exhibit 12 ^ up again, this is the Ministry of Oil 
document regarding the Galloway Middle East ASI company alloca- 
tions. Senator Levin noted, as per the instructions of Your Excel- 
lency over the phone on 12/11/2001 of not accepting the company’s 
proposal unless they paid the debt incurred since Phase VIII. If we 
then, in Exhibit 13, that shows that the surcharge was, in fact, 
paid, is that correct? 

Mr. Greenblatt. What it would show is in Exhibit 11.^ That will 
show that the surcharges paid by the previous allocations had been 
paid. What is interesting is in Exhibit 13,^ it actually shows that 
Middle East Semiconductor was delinquent in paying that sur- 
charge, but up until then, it did lift the oil, which indicates that 
it had paid off the previous surcharges, which amounted to 
$304,000. 

Senator Coleman. Senator Bennett raised the question, and I 
think, Mr. Berkovitz, you responded, that, in fact, the Iraqi former 


^See Exhibit No. 12, which appears in the Appendix on page 1498. 

2 See Exhibit No. 11, which appears in the Appendix on page 1496. 

^See Exhibit No. 13, which appears in the Appendix on page 1501. 



37 


regime officials said that there was purpose and reason to these 
surcharges, that, in fact, Iraq needed cash and they felt they 
were — they felt it was certainly justifiable that these surcharges 
were paid. Is that correct, Mr. Berkovitz? 

Mr. Berkovitz. Saddam Huseein felt that the middlemen were 
making excessive profits off of Iraqi oil and that it was really 
money that belonged to the Iraqi people, so he wanted to get some 
of it back. That seems to be what the ministers said was in his 
mind, yes. 

Senator Coleman. I really want to get back to the tone of the 
interviews with the former officials. They were not, when they were 
questioned, pointing fingers and looking for leniency by naming 
names. In fact, when they discussed the allocations to a Galloway 
or to a Voloshin or to a Zhirinovsky, they felt there was nothing 
wrong. They thought these folks were doing exactly the right thing. 
There was nothing improper about it, that they had a perfect right 
to provide these allocations to folks that were friendly to the re- 
gime or that opposed sanctions, is that correct? 

Mr. Berkovitz. That is correct. 

Mr. Groves. They were actually proud of what they were doing 
with the system, and they felt that they were being quite creative 
in many instances of how to evade the fools. 

Senator Coleman. But there wasn’t any sense that they were 
looking for leniency by naming names. Rather, they were clearly af- 
firming, this is the way we did business. We thought there was a 
justifiable reason for doing business and there wasn’t anything im- 
proper about this. Is that a fair statement? 

Mr. Berkovitz. That is correct. 

Senator Coleman. The question Senator Bennett asked of wheth- 
er there was evidence of specific actions regarding the allocations, 
I do believe as I review the record that in regard to the Russians 
in particular, the issue of — the whole issue of retroactive pricing, 
without getting into all the complexities, the U.S. and Britain 
pushed for a retroactive pricing mechanism which would make it 
difficult for there to be enough extra cash to pay the surcharge. Is 
there evidence in the record that, in fact, allocations had an impact 
on that specific issue? 

Mr. Groves. The evidence in the record and from the interviews 
indicates a broad pattern and a broad strategy to influence all 
countries on the U.N. Security Council, or several countries on the 
U.N. Security Council, including Russia. Their opposition to retro- 
active pricing, the effort that the U.S. and the U.K. was trying to 
stop the surcharges, stop the excessive profits, was thwarted by the 
Russian members and others. 

The closest we have to an event where something that a member 
state did that resulted in a reward came in the sprint of 2001, 
where there was going to be a resolution floated to institute smart 
sanctions, where they were going to tighten up the sanctions, re- 
strict border trade. The Russian Federation made it known that if 
any such resolution was introduced, they would veto it. The word 
got back to the Hussein regime and they specifically gave rewards 
to the Federation, both in oil allocations and on the humanitarian 
contracts because of that action, and I think one of the witnesses 
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on the third panel will he able to address that matter in more de- 
tail. 

Senator Coleman. Thank you, Mr. Groves. 

I just want to make a statement, actually to the benefit of Sen- 
ator Levin. Mr. Berkovitz, I think it is important to look at Amer- 
ican companies that were involved and whether they paid the sur- 
charges. Your analysis notes that Bayoil was affiliated with several 
transactions involving $37 million in surcharges. I want to say I 
think it is important that we continue to follow that and continue 
to look at that. 

And then the other statement I want to make is I know we have 
sent two Chairman’s letters to the State Department and the De- 
partment of Defense trying to get additional information on the 
Khor al-Amaya incident and I have not been satisfied with the re- 
sponse. I want to state to the Ranking Member that I intend to 
pursue this and that we need to follow up on both of those issues 
again. 

Senator Levin. 

Senator Levin. Thank you. Thank you for both of those state- 
ments, Mr. Chairman. 

I would like you to look at some documents which don’t have ex- 
hibit numbers. They are part of the staff report, but they weren’t 
given exhibit numbers, so it may be hard for me to do this, but I 
am going to give it a try. It is PSI Staff Report, it is Footnote 117. ^ 

Mr. Greenblatt. Which report? 

Senator Levin. Which report? Oh, on the Russian Presidential 
Council. Is that something you can get at real quickly? 

Mr. Groves. Yes, Senator. I am here. 

Senator Levin. OK. And I am going to ask you to do the same 
thing on three other documents. 

This says we have entered into a contract with Rosnefteimpex 
Company, a long Russian name, Mr. Issakov. Now, is he part of the 
Presidential Council? Is that Mr. Issakov? 

Mr. Groves. No. Our information is that he is a close confidant 
of the head of the Russian Presidential Council. 

Senator Levin. I understand. 

Mr. Groves. He was the point man on many of these contracts. 

Senator Levin. OK. I would like to make this document and a 
number of similar documents part of this record, although they are 
part of the staff report already. 

Senator Coleman. They will be entered into the record, without 
objection. 

Senator Levin. It shows a pattern here. I mean, this is the same 
type of document that we have referred to before. It shows we have 
entered into a contract with a company, and then after the com- 
pany is a parenthesis that says “(Mr. Issakov).” 

Mr. Groves. That is correct. 

Senator Levin. He contracts with the company, as it must be 
under the Oil-For-Food Program rules, I see, is that right? 


^ See Report on Oil Allocations Granted to The Russian Presidential Council, prepared by the 
Majority and Minority Staffs of the Permanent Subcommittee on Investigations, which appears 
in the Appendix on page 707. 
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Mr. Groves. That is correct. These documents and all the docu- 
ments in this category fall into what in a courtroom would be 
called documents kept in the ordinary course of business. 

Senator Levin. OK. So it is a pattern. They name a company, 
which could be a phony company, could be real, either one. It could 
be a real company, is that correct? 

Mr. Groves. That is correct. 

Senator Levin. But it is an entity other than an individual. But 
then it says down here on all these documents, destination of crude 
oil, and it says Europe and/or America. So that meant that the Oil 
Minister knew in the internal documents that this could go to 
America, but they couldn’t deal directly to sell to America under 
their policy, right? 

Mr. Groves. That is correct. They knew that much of their crude 
was destined for North American markets. 

Senator Levin. But they go through the appearance in their own 
public statements, or their own documents that are filed, that they 
don’t deal with an American company directly, but they know that 
the oil could end up in America. 

Mr. Groves. Yes. So it is an open secret. 

Senator Levin. It is just a charade that they were putting on 
publicly, is that correct? 

Mr. Groves. That is correct. 

Senator Levin. But even their own documents don’t even try to 
maintain that charade. 

Mr. Groves. They do not. 

Senator Levin. All right. Now, the same thing is true, is it not, 
with three other documents which I will give you. These are the 
documents in the same report. First of all, it is Footnote 152. i 
These are all Zhirinovsky documents, 152, 170, and 181. It is kind 
of hard to ask you to look at three documents at the same time, 
but this is what these documents show me. 

These are all Zhirinovsky documents, in parentheses, after the 
name of a company, is that correct? 

Mr. Greenblatt. That is right. 

Senator Levin. And there are three different companies used 
here, is that correct? 

Mr. Greenblatt. That is right. 

Senator Levin. Machinoimport is one, Lukoil is another — I take 
it back. The third one is the same as the first, Machinoimport. So 
there are two different companies. 

Mr. Greenblatt. That is right. 

Senator Levin. All right. But Zhirinovsky’s name appears in pa- 
rentheses in all of them 

Mr. Greenblatt. That is right. 

Senator Levin [continuing]. And all of them show that the des- 
tination is Europe and/or America, is that correct? 

Mr. Greenblatt. Yes. 

Senator Levin. OK. Thank you. Thank you, Mr. Chairman. 

Senator Coleman. Thank you. This panel will be excused. 


^See Report on Oil Allocations Granted to Vladimir Zhirinovsky, prepared by the Majority and 
Minority Staffs of the Permanent Subcommittee on Investigations, which appear in the Appen- 
dix on pages 415, 439 and 456 respectively. 
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Let us call the second panel, George Galloway, Member of Par- 
liament for Bethnal Green and Bow, Great Britain. 

Mr. Galloway, I am pleased to have you before the Subcommittee 
today. What I am going to do is briefly summarize the evidence be- 
fore I give you a chance to give your sworn testimony. 

The Oil-For-Food Program was used to support those who were 
favorable to Iraq. Former Iraqi Deputy Prime Minister Tariq Aziz 
and Iraqi Vice President Taha Yasin Ramadan confirmed this. I 
would think that you would admit that your efforts to oppose the 
sanction were well received by the regime. 

I know it has been quoted to you many times, but your, I would 
say, infamous statement to Saddam Hussein on January 21 , 1994, 
where you said to Saddam, ‘Your Excellency, Mr. President, I greet 
you in the name of many thousands of people in Britain who stood 
against the tide and opposed the war on aggression against Iraq 
and continue to oppose the war by economic means which is aimed 
to strangle the life out of the great people of Iraq.” You then went 
on to say you greet him in the name of the Palestinian people. You 
went on to note that I thought the President would appreciate 
knowing that even today, 3 years after the war, I still meet with 
families who are calling their newborn sons Saddam. You went on, 
ultimately at the very end, to say, “Sir, I salute your courage, your 
strength, your indefatiguability, and I want you to know that we 
are with you,” and I believe it was in Arabic, which means until 
victory, until victory in Jerusalem. 

And I also would note that you say that you deeply regret those 
comments and that the comments were not aimed directly at Sad- 
dam Hussein, but they were aimed at the Iraqi people. 

In the fall of 1999, you headed a 2-month London-to-Baghdad 
bus trip to gain support for lifting the sanctions on Iraq. 

We have your name on Iraqi documents, some prepared before 
the fall of Saddam Hussein, some after, that identify you as one of 
the allocation holders, that your allocations were then used by 
Fawaz Zureikat, operating under the name of Aredio Petroleum 
and Middle East Advanced Semiconductor to actually lift the oil. 

We know, too, based on the statements of former Iraqi officials, 
and in the cases of Vladimir Zhirinovsky and Alexander Voloshin, 
correspondence and documents, that allocation holders knew that 
surcharges on oil allocations were paid to Saddam Hussein and 
that allocation holders were aware of this and responsible for the 
payments. 

We have also heard testimony regarding several documents re- 
trieved from the Iraqi Ministry of Oil that demonstrate how Iraq 
allocated oil to its friends and allies. Exhibit 13, ^ which you have 
seen, displayed a SOMO chart that demonstrated Vladimir 
Zhirinovsky’s dealing with Machinoimport in Phase XL That chart 
also lists Contract M/ll/04 with Middle East Advanced Semicon- 
ductor. 


^See Exhibit No. 13, which appears in the Appendix on page 1501. 
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Footnote 93,^ is a commercial invoice that shows Middle East 
Semiconductor loaded 2,360,860 barrels of Iraqi crude oil pursuant 
to SOMO crude oil sales Contact M/ll/04. 

In Exhibit 12, ^ we heard testimony regarding correspondence 
from the Executive Director of SOMO to the Iraqi Oil Minister pro- 
viding details of Contract M/ll/04 and listing your name in paren- 
theses next to Middle East Advanced Semiconductor and Fawaz 
Zureikat, who we know lifted the oil against statements of detain- 
ees, including former Vice President Ramadan, confirmed that the 
name in parentheses, your name, is the allocation holder. 

We heard testimony regarding Contract M/ll/04, which was 
signed on December 12, 2001, between SOMO and Fawaz Zureikat, 
President of Middle East Advanced Semiconductor. 

We heard testimony regarding SOMO commercial invoice B-13- 
201 that shows Aredio Petroleum lifted 1,014,403 barrels of Iraqi 
oil pursuant to SOMO crude oil sales Contract M/09/23. 

Exhibit 45,® heard testimony regarding a SOMO chart showing 
allocations during Phase IX of the Memorandum of Understanding. 
It indicates Contract M/09/23 was executed between SOMO and 
Mr. Fawaz Zureikat/George Galloway/Aredio Petroleum. 

Exhibit 9,"^ we also heard testimony regarding a memo from the 
Executive Director of SOMO to the Oil Minister requesting ap- 
proval of Contract M/09/23. The document includes an official Min- 
istry of Oil stamp dated 1/15/2001 and provides details of Contract 
M/09/23, signed with Aredio Petroleum Company, (Fawaz 
Zureikat — Mariam’s Appeal), indicating that the allocation recipi- 
ent for Contract M/09/23 was Fawaz Zureikat-Mariam’s Appeal. 

Mr. Galloway, as I indicated in my opening statement, this is not 
a court of law. This Committee has simply made available informa- 
tion obtained during the investigation from interviews of former 
Iraqi officials as well as Iraqi documents that lay out how the Oil- 
For-Food Program worked, how allocations were given to favored 
friends, allocation holders made substantial commissions on those 
allocations to oil companies, what Ramadan called compensation 
for support, what another official in talking about another alloca- 
tion said, “Of course, they made a profit. That is the whole point.” 
Surcharges on oil contracts were ^ven back to the Saddam Hus- 
sein regime and were the responsibility of the allocation holder. 

The evidence clearly identifies you as an allocation beneficiary 
who transferred the allocations to Fawaz Zureikat, who became 
chairman of your organization, Mariam’s Appeal. Senior Iraqi offi- 
cials have confirmed that you, in fact, received oil allocations and 
that the documents that identify you as an allocation recipient are 
valid. 

If you can help provide any evidence that challenges the voracity 
of these documents or of the statements of former Iraqi officials, we 
would welcome that input. 

Mr. Galloway, you are appearing before the Subcommittee with- 
out asserting any privilege or immunity. Indeed, your appearance 


^ See Report on Oil Allocations Granted to Charles Pasqua and George Galloway, prepared by 
the Majority and Minority Staffs of the Permanent Subcommittee on Investigations, which ap- 
pears in the Appendix on page 333. 

2 See Exhibit No. 12, which appears in the Appendix on page 1498. 

3 See Exhibit No. 45, which appears in the Appendix on page 1723. 

^See Exhibit No. 9, which appears in the Appendix on page 1490. 
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before the Subcommittee is entirely voluntary and on your own ac- 
cord. No subpoena was issued to secure your appearance. You are 
appearing before the Subcommittee concerning matters that do not 
arise out of the performance of any of your official duties as a mem- 
ber of the British Parliament, but instead concern actions taken by 
you in your capacity as a private citizen. 

Before we begin, pursuant to Rule 6, all witnesses who testify be- 
fore this Subcommittee are required to be sworn. At this time, I 
would ask you to rise and please raise your right hand. 

Do you swear the testimony you are about to give before this 
Subcommittee is the truth, the whole truth, and nothing but the 
truth, so help you, God? 

Mr. Galloway. I do. 

Senator Coleman. We will be using a timing system today, Mr. 
Galloway. You have 10 minutes for an opening statement. If you 
need more time, we will certainly accommodate that, and you may 
proceed. 

TESTIMONY OF GEORGE GALLOWAY, MEMBER OF PARLIA- 
MENT FOR BETHNAL GREEN AND BOW, GREAT BRITAIN 

Mr. Galloway. Senator, I am not now, nor have I ever been, an 
oil trader, and neither has anyone on my behalf. I have never seen 
a barrel of oil, owned one, bought one, sold one, and neither has 
anybody on my behalf 

Now, I know that standards have slipped over the last few years 
in Washington, but for a lawyer, you are remarkably cavalier with 
any idea of justice. I am here today, but last week, you already 
found me guilty. You introduced my name around the world with- 
out ever having asked me a single question, without ever having 
contacted me, without ever having written to me or telephoned me, 
without any contact with me whatsoever, and you call that justice. 

Now, I want to deal with the pages that relate to me in this dos- 
sier and I want to point out areas where there are, let us be chari- 
table and say errors. And then I want to put this in the context 
that I believe it ought to be. 

On the very first page of your document about me, you assert 
that I have had many meetings with Saddam Hussein. This is 
false. I have had two meetings with Saddam Hussein, once in 1994 
and once in August 2002. By no stretch of the English language 
can that be described as many meetings with Saddam Hussein. 

As a matter of fact, I have met Saddam Hussein exactly the 
same number of times as Donald Rumsfeld met him. The difference 
is, Donald Rumsfeld met him to sell him guns and to give him 
maps, the better to target those guns. I met him to try and bring 
about an end to sanctions, suffering, and war, and on the second 
of the two occasions, I met him to try and persuade him to allow 
Dr. Hans Blix and the United Nations weapons inspectors back 
into the country, a rather better use of two meetings with Saddam 
Hussein than your own Secretary of State for Defense made of his. 

In the same opening paragraph, you assert that I was an out- 
spoken supporter of the Hussein regime. This is false. I have 
brought along here a dossier, a dossier for all the Members of your 
Subcommittee, of statements by me as early as the 15th of March 
1990 in which I condemn the Saddam Hussein dictatorship in the 
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most withering terms;^ a stance I have taken since around about 
the time you were an anti-Vietnam War demonstrator. I was an op- 
ponent of Saddam Hussein when British and American govern- 
ments and businessmen were selling him guns and gas. I used to 
demonstrate outside the Iraqi Embassy when British and American 
officials were going in and out doing commerce. You will see from 
the official Parliamentary record from the 15th of March 1990 on- 
wards, voluminous evidence that I have a rather better record of 
opposition to Saddam Hussein than you do and than any member 
of the British or American governments do. 

Now you say in this document — ^you have the gall to quote a 
source, without ever having asked me if the allegation from the 
source was true — that I am “the owner of a company which has 
made substantial profits from trading in Iraqi oil.” 

Senator I do not own any companies beyond a small company 
whose entire purpose, whose sole purpose is to receive the income 
from my journalistic earnings from my employer. Associated News- 
papers, in London. I do not own a company that has been trading 
in Iraqi oil. And you had no business to carry a quotation, utterly 
unsubstantiated and false, implying otherwise. 

Now you have nothing on me. Senator, except my name on lists 
of names from Iraq, many of which have been drawn up after the 
installation of your puppet government in Baghdad. If you had any 
of the letters against me that you had against Zhirinovsky and 
even Pasqua, they would have been up there in your slide show for 
the Members of your Subcommittee today. You have my name on 
lists provided to you by the Duelfer inquiry, provided to him by the 
convicted bank robber and fraudster and con man, Ahmad Chalabi, 
who many people, to their credit, in your country now realize 
played a decisive role in leading your country into the disaster in 
Iraq. 

There were 270 names on that list originally. That has somehow 
been filleted down to the names you chose to deal with in this Sub- 
committee. Some of the names on that list included the former sec- 
retary to His Holiness, Pope John Paul II, the former head of the 
African National Congress presidential office, and many others who 
had one defining characteristic in common: They all stood against 
the policy of sanctions and war which you vociferously prosecuted 
and which has led us to this disaster. 

You quote Taha Yasin Ramadan. Well, you have something on 
me. I have never met Taha Yasin Ramadan. Your Subcommittee 
apparently has. But I do know that he is your prisoner. I believe 
he is in Abu Ghraib prison. I believe he is facing war crimes 
charges punishable by death. In these circumstances, knowing 
what the world knows about how you treat prisoners in Abu 
Ghraib prison, in Bagram Air Base, in Guantanamo Bay, including 
I may say, British citizens being held in those places, I am not sure 
how much credibility anyone would put on anything you managed 
to get from a prisoner in those circumstances. 

But you quote 13 words from Taha Yasin Ramadan, whom I have 
never met. If he said what he said, then he is wrong. And if you 
had any evidence that I had ever engaged in any actual oil trans- 


^See Exhibit No. 46, which appears in the Appendix on page 1727. 
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action, if you had any evidence that anybody ever gave me any 
money, it would he before the public and before this Subcommittee 
today. Because I agreed with your Mr. Greenblatt. Your Mr. 
Greenblatt was absolutely correct. What counts is not the names 
on the paper. What counts is where is the money. Senator? Who 
paid me hundreds of thousands of money? The answer to that is 
nobody. And if you had anybody who ever paid me a penny, you 
would have produced them here today. 

Now you refer at length to a company named in these documents 
as Aredio Petroleum. I say to you under oath here today, I have 
never heard of this company. I have never met anyone from this 
company. This company has never paid a penny to me. And I will 
tell you something else, I can assure you that Aredio Petroleum 
has never paid a single penny to the Mariam Appeal campaign. Not 
a thin dime. I do not know who Aredio Petroleum are, but I dare 
say if you were to ask them, they would confirm that they have 
never met me or ever paid me a penny. 

Whilst I am on that subject, who is this senior former regime of- 
ficial that you spoke to yesterday? Don’t you think I have a right 
to know? Don’t you think the Subcommittee and the public have a 
right to know who this senior former regime official you were 
quoting against me, interviewed yesterday, actually is? 

Now one of the most serious of the mistakes that you have made 
in this set of documents is, to be frank, such a schoolboy howler 
as to make a fool of the efforts that you have made. You assert on 
page 19, not once but twice, that the documents that you are refer- 
ring to cover a different period in time from the documents covered 
by the Daily Telegraph which were the subject of a libel action won 
by me in the High Court in England late last year. You state that 
the Daily Telegraph article cited documents from 1992 and 1993 
whilst you are dealing with documents dating from 2001. 

Senator the Daily Telegraph's, documents date identically to the 
documents that you are dealing with in your report here. None of 
the Daily Telegraph's documents dealt with a period of 1992-1993. 
I had never set foot in Iraq until late in 1993; never in my life. 
There could possibly be no documents relating to Oil-for-Food mat- 
ters in 1992-1993 for the Oil-for-Food scheme did not exist at that 
time. Yet, you have allocated a full section of this document to 
claiming that your documents are from a different era to the Daily 
Telegraph documents when the opposite is true. Your documents 
and the Daily Telegraph documents deal with exactly the same pe- 
riod. 

But perhaps you were confusing the Daily Telegraph action with 
the Christian Science Monitor. The Christian Science Monitor did 
indeed publish on its front pages a set of allegations against me 
very similar to the ones that your Subcommittee have made. They 
did indeed rely on documents which started in 1992-1993. These 
documents were unmasked by the Christian Science Monitor them- 
selves as forgeries. 

Now the neo-con web sites and newspapers in which you are 
such a hero. Senator, were all absolutely cockahoot at the publica- 
tion of the Christian Science Monitor documents. They were all ab- 
solutely convinced of their authenticity. They were all absolutely 
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convinced that these documents showed me receiving $10 million 
from the Saddam Hussein regime. And they were all lies. 

In the same week as the Daily Telegraph published their docu- 
ments against me, the Christian Science Monitor published theirs, 
which turned out to be forgeries, and the British newspaper Mail 
on Sunday purchased a third set of documents which also on foren- 
sic examination turned out to be forgeries. So there is nothing fan- 
ciful about this. Not at all fanciful about it. The existence of forged 
documents implicating me in commercial activities with the Iraqi 
regime is a proven fact. It is a proven fact that these forged docu- 
ments existed and were being circulated amongst right wing news- 
papers in Baghdad and around the world in the immediate after- 
math of the fall of the Iraqi regime. 

Now, Senator, I gave my heart and soul to oppose the policy that 
you promoted. I gave my political life’s blood to try to stop the mass 
killing of Iraqis by the sanctions on Iraq, which killed a million 
Iraqis, most of them children. Most of them died before they even 
knew that they were Iraqis, but they died for no other reason other 
than that they were Iraqis with the misfortune to be born at that 
time. I gave my heart and soul to stop you committing the disaster 
that you did commit in invading Iraq. 

And I told the world that your case for the war was a pack of 
lies. I told the world that Iraq, contrary to your claims, did not 
have weapons of mass destruction. I told the world, contrary to 
your claims, that Iraq had no connection to al Qaeda. I told the 
world, contrary to your claims, that Iraq had no connection to the 
atrocity on 9/11/2001. I told the world, contrary to your claims, that 
the Iraqi people would resist a British and American invasion of 
their country and that the fall of Baghdad would not be the begin- 
ning of the end, but merely the end of the beginning. 

Senator, in everything I said about Iraq, I turned out to be right 
and you turned out to be wrong, and 100,000 people have paid with 
their lives, 1,600 of them American soldiers sent to their deaths on 
a pack of lives, 15,000 of them wounded, many of them disabled 
forever on a pack of lives. If the world had listened to Kofi Annan, 
whose dismissal you demanded, if the world had listened to Presi- 
dent Chirac, who you want to paint as some kind of corrupt traitor, 
if the world had listened to me and the anti-war movement in Brit- 
ain, we would not be in the disaster that we are in today. 

Senator, this is the mother of all smoke screens. You are trying 
to divert attention from the crimes that you supported, from the 
theft of billions of dollars of Iraq’s wealth. Have a look at the real 
Oil-for-Food scandal. Have a look at the 14 months you were in 
charge of Baghdad, the first 14 months, when $8.8 billion of Iraq’s 
wealth went missing on your watch. Have a look at Halliburton 
and the other American corporations that stole not only Iraq’s 
money but the money of the American taxpayer. Have a look at the 
oil that you did not even meter, that you were shipping out of the 
country and selling, the proceeds of which went who knows where. 
Have a look at the $800 million you gave to American military 
commanders to hand out around the country without even counting 
it or weighing it. 

Have a look at the real scandal breaking in the newspapers 
today, revealed in the earlier testimony in this Subcommittee, that 
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the biggest sanctions busters were not me or Russian politicians or 
French politicians. The real sanctions busters were your own com- 
panies with the connivance of your own government. 

Senator Coleman. Thank you, Mr. Galloway. 

Mr. Galloway, can we start by talking about Fawaz Zureikat? Do 
you know the individual? 

Mr. Galloway. I know him very well. 

Senator Coleman. In fact you were best man at his wedding? 

Mr. Galloway. I was. 

Senator Coleman. And at some point in time he became chair 
of Mariam’s Appeal; is that correct? 

Mr. Galloway. He did. 

Senator Coleman. Can you tell me when that occurred? 

Mr. Galloway. I think in late 2000 or early 2001. 

Senator Coleman. Before Mr. Zureikat was chair of Mariam’s 
Appeal, who had that position? 

Mr. Galloway. I was the founding chairman. 

Senator Coleman. Was there somebody in between you and 

Mr. Galloway. Mr. Halford. 

Senator Coleman. Do you recall when he had that position? 

Mr. Galloway. I do not. 

Senator Coleman. Mr. Zureikat was a significant contributor to 
Mariam’s Appeal; is that correct? 

Mr. Galloway. He was the second biggest contributor. The main 
contributor was Sheikh Zayed, the ruler of the United Arab Emir- 
ates, which you have glossed over in your report because it is 
slightly embarrassing to you. And the third major contributor was 
the Crown Prince of Saudi Arabia, which you have equally glossed 
over because it is embarrassing to you, because both of those indi- 
viduals are your friends. 

Senator Coleman. How much did Mr. Zureikat contribute to 
Mariam’s Appeal? 

Mr. Galloway. Roughly 375,000 English pounds. 

Senator Coleman. Is that about $600,000 American? 

Mr. Galloway. I do not know the conversion but it is 375,000 
Sterling. 

Senator Coleman. By the way, Mr. Zureikat was your des- 
ignated representative for the activity of Mariam’s Appeal; is that 
correct? 

Mr. Galloway. For the activities of the Mariam Appeal, yes. 

Senator Coleman. When did he get that position? 

Mr. Galloway. I think late 2000. 

Senator Coleman. Looking at Exhibit 9 ^ — I think you have the 
books in front of you. 

Mr. Galloway. Yes. 

Senator Coleman. That appears to be a document from the Min- 
istry of Oil. Testimony has indicated that the signature is an accu- 
rate signature. Do you have any reason to believe that document 
is false? 

Mr. Galloway. I have told you that I have never heard of Aredio 
Petroleum, and I have told you that the Mariam Appeal never re- 


^See Exhibit No. 9, which appears in the Appendix on page 1490. 



47 


ceived a single penny from Aredio Petroleum. So the information 
at the top of the page, if you have translated it accurately, is false. 

Senator Coleman. Have you heard of Middle East AST Com- 
pany? 

Mr. Galloway. Yes, that is Mr. Zureikat’s company. 

Senator Coleman. Turn to Exhibit 12. i 

Mr. Galloway. Yes. 

Senator Coleman. That purports to be, again, a stamp, the seal 
of the Ministry of Oil, People of Iraq, and this purports to show the 
details of a contract signed with Middle East AST Company, George 
Galloway and Fawaz Zureikat. So Middle East AST is Mr. 
Zureikat’s company? 

Mr. Galloway. Middle East AST is Mr. Zureikat’s company. He 
may well have signed an oil contract. It had nothing to do with me. 

Senator Coleman. He was chair of Mariam’s Appeal in 2000, so 
I take it you knew him well. Did he ever talk to you about his deal- 
ings in oil with Iraq? 

Mr. Galloway. He did better than that. He talked to everybody. 
He talked to every English journalist that came through Baghdad 
who he helped, our request, to get the interviews and get the places 
that they wanted and needed to go. He was introduced to everyone 
as a major benefactor of the Mariam Appeal and as a businessman 
doing extensive business in Iraq and elsewhere in the Middle East. 

Senator Coleman. I am asking you specifically, in 2001 were you 
aware that he was doing oil deals with Iraq? 

Mr. Galloway. I was aware that he was doing extensive busi- 
ness with Iraq. I did not know the details of it. It was not my busi- 
ness. 

Senator Coleman. So this is somebody who is the chairman of 
your Subcommittee, that you know well, and you are not able to 
say that he was 

Mr. Galloway. Well, there are a lot of contributors, I have just 
been checking, to your political 

Senator Coleman. There are not many at that level, Mr. Gallo- 
way. For the record 

Mr. Galloway. Let me assure you, I have checked your web site. 
There are lots of contributors to your political campaign funds. I 
don’t suppose you ask any of them how they made the money they 
give you. 

Senator Coleman. Certainly not at $600,000 American. But let 
me again ask the question, just so the record is clear. I need to be 
clear on the record, that you are not contesting then the validity 
of Exhibit 12. ^ You are indicating that Mr. Zureikat could have had 
dealings with Iraq. But you are saying that at that point in time 
you were not aware that he had oil dealings with Iraq? 

Mr. Galloway. First of all, I have only seen this document 
today, and I am telling you that insofar as my name is in a paren- 
theses, the information in it is false. I have no reason to believe 
Mr. Zureikat’s company did not do that particular oil deal. But this 
is your problem in this whole affair. There is nobody arguing that 
Mr. Zureikat’s company did not do oil transactions, and many 
other, much bigger, frankly, business contracts with Iraq. There is 


^See Exhibit No. 12, which appears in the Appendix on page 1498. 
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nobody contesting that Mr. Zureikat made substantial donations to 
our campaign against sanctions and war. 

My point is, you have accused me personally of enriching myself, 
of taking money from Iraq, and that is false and unjust. 

Senator Coleman. Mr. Galloway, do you recall an interview you 
had with Jeremy Paxman on April 23, 2003? Do we have a copy 
of the transcript? I would like to refresh your memory. ^ 

You were asked the question, talking about business dealings 
with Mr. Zureikat in Iraq, and at least the transcript that I have, 
and I would like you to know if it is incorrect, your quote is — have 
you asked him about business in Iraq. “I am trying to reach him” — 
this is in 2003. “I am trying to reach him to ask him if he has ever 
been involved in oil deals because I do not know the answer to 
that.” 

So in 2003, you are saying you do not know the answer to wheth- 
er he was involved in oil deals? 

Mr. Galloway. I told you in my previous two answers, I knew 
that Mr. Zureikat was heavily involved in business in Iraq and 
elsewhere but that it was none of my business what particular 
transactions or business he was involved in, any more than you ask 
the American-Israel Public Affairs Committee when they donate 
money to you, or pay for your trips to Israel, where they got the 
money from. 

Senator Coleman. So, Mr. Galloway, you would have this Sub- 
committee believe that your designated representative for Mariam’s 
Appeal, becomes the chair of the Mariam’s Appeal, was listed in 
Iraqi documents as obviously doing business, oil deals with Iraq, 
that you never had a conversation with him in 2001 of whether he 
was ever doing oil business with Iraq? 

Mr. Galloway. No, I am doing better than that. I am telling you 
that I knew that he was doing a vast amount of business with Iraq; 
much bigger, as I said a couple of answers ago, than any oil busi- 
ness he did. In the airport, he was the representative of some of 
the world’s biggest companies in Iraq. He was an extremely 
wealthy businessman doing very extensive business in Iraq. Not 
only did I know that, but I told everyone about it. I emblazoned 
it in our literature, on our web site, precisely so that people like 
you could not later credibly question my bona fides in that regard. 
So I did better than that. 

I never asked him if he was trading in oil. I knew he was a big 
trader with Iraq and I told everybody about it. 

Senator Coleman. So in 2003, when you said you did not know 
whether he was doing oil deals, were you telling the truth at that 
time? 

Mr. Galloway. Yes, I was. I have never known until the Daily 
Telegraph story appeared that he was alleged to be doing oil deals. 
But his oil deals are about one-tenth of the business that he did 
in Iraq, so I did better than telling people about his oil deals. I told 
them he was doing much, much more than that. 

Senator Coleman. So Exhibit 14, ^ which purports to be a con- 
tract with Middle East Semiconductor, contract M/12/14 — Middle 


^See Exhibit No. 49, which appears in the Appendix on page 1741. 
2 See Exhibit No. 14, which appears in the Appendix on page 1503. 
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East semiconductor, again, is Mr. Zureikat’s company; is that cor- 
rect? 

Mr. Galloway. Yes, it is. 

Senator Coleman. So do you have any reason to believe that this 
document is false? 

Mr. Galloway. If the parentheses implies, as you have been ar- 
guing all morning what it implies, that this was being signed for 
by Middle East Advanced Semiconductors in order to pass the 
money on to me, is false. Mr. Zureikat and Middle East Semi- 
conductors, or any other company, have never given me any money. 
And if they had, you would have it up here on a board and in front 
of the Subcommittee here. 

Senator Coleman. I take it, Mr. Galloway, that in regard to any 
surcharges paid to Saddam Hussein in, I think it is Footnote 89 ^ 
which refers to the surcharge for the contract focused on Mariam’s 
Appeal, you are saying that document — first of all, any contract be- 
tween Iraq and Mariam’s Appeal, is false? 

Mr. Galloway. Senator, I had gotten used to the allegation that 
I was taking money from Saddam Hussein. It is actually surreal 
to hear in this room this morning that I am being accused of giving 
money to Saddam Hussein. This is utterly preposterous — utterly 
preposterous — that I gave $300,000 to Saddam Hussein. This is be- 
yond the realm of the ridiculous. 

Now the Mariam Appeal’s finances have been investigated by the 
Charity Commission on the order of Lord Goldsmith. You will re- 
call him. Senator, he is the attorney general, practically the only 
lawman in the world that thought your war with Iraq was legal, 
thought Britain joining your war with Iraq was legal. He ordered 
the Charity Commission to investigate the Mariam Appeal. Using 
their statutory powers, they recovered all money in and all money 
out, ever received or spent by the Mariam Appeal. They found no 
impropriety. 

I can assure you, they found no money from an oil contract from 
Aredio Petroleum; none whatsoever. 

Senator Coleman. The commission did not look at these docu- 
ments relating to this contract with Iraq 

Mr. Galloway. No, but they looked better than that. Senator. 

Senator Coleman. I am not asking you that. I am asking the 
question whether they looked at these documents. 

Mr. Galloway. Senator, you are not listening to what I am say- 
ing. They did better than that. They looked at every penny in and 
every penny out, and they did not find, I can assure you, any trace 
of a donation from a company called Aredio Petroleum, or frankly, 
a donation from any company other than Mr. Zureikat’s company. 
That is a fact. 

Senator Coleman. If I can get back to Mr. Zureikat one more 
time. Do you recall a time when you had a conversation with him 
about oil dealings in Iraq? 

Mr. Galloway. I have already answered that question. I can as- 
sure you, Mr. Zureikat never gave me a penny from an oil deal, 
from a cake deal, from a bread deal, or from any deal. He donated 


^ See Report on Oil Allocations Granted to Charles Pasqua and George Galloway, prepared by 
the Majority and Minority Staffs of the Permanent Subcommittee on Investigations, which ap- 
pears in the Appendix on page 331. 
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money to our campaign, which we publicly brandished on all of our 
literature, along with the other donors to the campaign. 

Senator Coleman. Again, Mr. Galloway, a simple question. I am 
looking for either a yes or no. Did you ever have a conversation 
with Mr. Zureikat where he informed you that he had oil dealings 
with Iraq, yes or no? 

Mr. Galloway. Not before this Daily Telegraph report, no. 

Senator Coleman. Senator Levin. 

Senator Levin. Thank you. Thank you, Mr. Galloway. 

Mr. Galloway, could you take a look at Exhibit 12? ^ 

Mr. Galloway. Yes. 

Senator Levin. Where your name is in parentheses after Mr. 
Zureikat’ s 

Mr. Galloway. Before Mr. Zureikat, if I am looking at the right 
exhibit. 

Senator Levin. I was going to finish my question though. My 
question was, where your name is in parentheses after Mr. 
Zureikat’s company. 

Mr. Galloway. I apologize. Senator. 

Senator Levin. That is all right. 

Now that document, assuming it is an accurate translation of the 
document underneath it, you are not alleging here today that the 
document is a forgery, I gather. 

Mr. Galloway. I have no idea. Senator, if it is a forgery or not. 

Senator Levin. But you are not alleging 

Mr. Galloway. I am saying that the information insofar as it re- 
lates to me is fake. 

Senator Levin. Is wrong. 

Mr. Galloway. It is wrong. 

Senator Levin. But you are not alleging that the document 

Mr. Galloway. I have no way of knowing. Senator. 

Senator Levin. That is fine, so you are not alleging that. 

Mr. Galloway. No, I have no way of knowing. This is the first 
time 

Senator Levin. Is it fair to say since you do not know, you are 
not alleging 

Mr. Galloway. It would have been nice to have seen it before 
today. 

Senator Levin. Is it fair to say though that either because you 
have not seen it before or because otherwise you do not know, you 
are not alleging the document is a fake; is that fair to say? 

Mr. Galloway. I have not had it in my possession long enough 
to form a view about that. 

Senator Levin. Would you let the Subcommittee know after you 
have had it in your possession long enough whether you consider 
the document a fake? 

Mr. Galloway. Yes, although there is an academic quality about 
all this. Senator Levin, because you have already found me guilty 
before you actually allowed me to come here and speak for myself. 

Senator Levin. In order to attempt to clear your name, would 
you 

Mr. Galloway. Let us be clear about something. Senator 
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Senator Levin. Let me finish my question. Let me be clear about 
that, first of all. 

Would you submit to the Subcommittee, after you have had a 
chance to review this document, whether or not in your judgment 
it is a forgery? Will you do that? 

Mr. Galloway. If you give me the original. This is not — presum- 
ably you wrote this English translation. 

Senator Levin. Yes, and there is a copy underneath it of the 

Mr. Galloway. Yes, there is a copy of a gray blur. 

Senator Levin. A copy of the original. 

Mr. Galloway. If you give me the original in a decipherable way 
then, of course, I will. 

Senator Levin. That would be fine. We would appreciate that. 

Now at the bottom of this document, assuming it is not a forgery 
for a moment, it says surcharge. Are we together? 

Mr. Galloway. Yes. 

Senator Levin. “As per the instructions of your excellency over 
the phone on 12/11/01 of not accepting the company’s proposals un- 
less they pay the debt incurred since phase eight.” If in fact Mr. 
Zureikat’s company paid a surcharge or a kickback to the Iraqi gov- 
ernment in order to obtain an allocation of oil, would that trouble 
you? 

Mr. Galloway. It turns out from your own testimony that prac- 
tically everyone in the world, and especially the United States, was 
paying kickbacks. 

Senator Levin. It troubles me a great deal. As you have heard 
from my statement today, I am very much troubled that we have 
an oil company that was involved in this and we are going to go 
after that oil company. 

Now let me ask you. I have expressed my view about Bayoil so 
now let me ask you about Mr. Zureikat’s company. If in fact Mr. 
Zureikat’s company paid a kickback to the Iraqi government in 
order to obtain this allocation, would you be troubled? That is my 
question. 

Mr. Galloway. That is a good question and will you allow me 
to answer it seriously. 

Senator Levin. I would be happy to. 

Mr. Galloway. Not in a yes or no fashion, because I could give 
you a glib 

Senator Levin. Providing you give us an answer, I would be de- 
lighted to hear it. 

Mr. Galloway. Here is my answer and I hope it does delight 
you. I opposed the Oil-for-Food program with all my heart. Not for 
the reasons that you are troubled by it, but because it was a pro- 
gram which saw the death — I am talking about the death now, I 
am talking about the mass grave of a million people, most of them 
children, in Iraq. The Oil-for-Food program gave 30 cents per day 
per Iraqi for the period of the Oil-for-Food program. Thirty cents 
for all food, all medicine, all clothes, all schools, all hospitals, and 
all public services. I believe that the United Nations had no right 
to starve Iraq’s people because it had fallen out with Iraq’s dic- 
tator. 

David Bonior, your former colleague. Senator, whom I admire 
very much, a former chief whip here on the Hill, described the 
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sanctions policy as infanticide masquerading as politics. Senator 
Coleman thinks that is funny. But I think it is the most profound 
description of that era that I have ever read: Infanticide 
masquerading as politics. So I opposed this program with all my 
heart. Not because Saddam was getting kickbacks from it — and I 
do not know when it is alleged these kickbacks started. Not be- 
cause some individuals were getting rich doing business with Iraq 
under it, but because it was a murderous policy of killing huge 
numbers of Iraqis. That is what troubles me. 

Now if you are asking me, is Mr. Zureikat in some difficulty, like 
all the other companies that it would appear paid kickbacks to the 
Iraqi regime, no doubt he is, although it would appear he is quite 
small beer compared to the American companies who were involved 
in the same thing. 

Senator Levin. Now my question. 

Mr. Galloway. I told you what troubles me. 

Senator Levin. I am asking you 

Mr. Galloway. And I have told you 

Senator Levin. My question, now that you have given us again 
your statement about your feeling about the Oil-for-Food program, 
my question is, would you be troubled if you knew that Mr. 
Zureikat paid a kickback in order to get an allocation of an oil con- 
tract? That is a very simple question. 

Mr. Galloway. It is Mr. Zureikat’s problem, not mine. 

Senator Levin. It would not trouble you. 

Mr. Galloway. It is Mr. Zureikat’s problem, not mine. 

Senator Levin. So that if a kickback which was illegal under 
international — now you may not agree with the United Nations, 
but that is the international community that you are attacking, 
which is fine. You are entitled to do that. You are entitled and I 
will defend your right to do it. But you are attacking a U.N. pro- 
gram, which is your right to do, which was aimed at providing hu- 
manitarian assistance to try to alleviate the problems that the 
sanctions provided, which is your right to do. 

But my question, which you are so far evading is, would you be 
troubled if that U.N. Oil-for-Food Program was being circumvented 
by the kind of kickbacks which were taking place and being given 
to Saddam Hussein in order to obtain allocations under that pro- 
gram, if Mr. Zureikat participated in that kickback scheme which 
violated the U.N. sanctions? You may not have agreed with it, but 
it violated the program. Would it trouble you if he violated that 
U.N. program in that way? That is my question. 

Mr. Galloway. Senator, there are many things that 

Senator Levin. I know other things trouble you, but can you just 
give us a straightforward answer? You have given us a long expla- 
nation of other things that trouble you, which is your right. Now 
I am asking you whether that troubles you. 

Mr. Galloway. It troubles me that it might put him in difficulty. 
It troubles me that it might now lead to a prosecution of him. It 
troubles me that this will be further smoke in the smoke screen. 
But I opposed this Oil-for-Food Program. 

Senator Levin. I understand. There are a lot of things you op- 
pose but you do not believe should be circumvented in illegal ways, 
is that not 
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Mr. Galloway. Please, Senator, you supported the illegal attack 
on Iraq. Do not talk to me about illegalities. 

Senator Levin. Sorry about that, I did not. But that is beside the 
point. You are wrong on your facts 

Mr. Galloway. I am collectively talking about the Senate, not 
you personally. 

Senator Levin. That is all right. Let me go back to my question. 
I do not want to get involved in 

Mr. Galloway. Why not? You want to talk about illegality? 

Senator Levin. No. 

Mr. Galloway. You launched an illegal war which has killed 
100,000 people. You want me to be troubled about 

Senator Levin. No, I want you to answer questions which are 
fairly put and directly put to you. 

Mr. Galloway. All right. 

Senator Levin. Now I will ask you two last questions. If Mr. 
Zureikat’s contributions to Mariam’s Appeal came from the sale of 
oil, or his share of a sale of oil, which he was able to obtain because 
he paid a kickback in violation of the U.N. program, would that 
contribution trouble you? That is my question. 

Mr. Galloway. Well, Senator 

Senator Levin. If you cannot give a short answer, just 

Mr. Galloway. I will give as short as I can and I appreciate your 
fairness in this. Fund-raising for political purposes is seldom pret- 
ty, as any American politician could testify. I took the view — I 
could be criticized for it, have been criticized for it — that I would 
fund-raise from the kings of Arabia, whose political systems I have 
opposed all my life, in order to raise funds for what I thought was 
an emergency facing a disaster. I did not ask Mr. Zureikat which 
part of his profits from his entire business he was making dona- 
tions to our charity. 

Senator Levin. That was not my question. My question is, would 
it trouble you if you found that out? 

It is OK, you are not going to answer it, it is clear to me. I want 
to go to my next question. 

Mr. Galloway. All right. 

Senator Levin. You are just simply not going to answer it. I will 
say, American politicians who find the source of money after it is 
given to them is troubling, they find out something they did not 
know afterwards, frequently will, and hopefully I think always, but 
at least frequently will return that money, will say they disagree 
with the source of the money. Hopefully all of us will do that. But 
whether or not we all live up to that standard, you clearly do not 
adopt that as a standard for contributions to Mariam’s Appeal. You 
are not going to look at the source of the money. You are just sim- 
ply going to accept the money, and you have made that clear. 

I want to just ask you about Tariq Aziz. You have indicated who 
you did not talk to and who you did talk to. Did you have conversa- 
tions with Tariq Aziz about the award of oil allocations? That is my 
question. 

Mr. Galloway. No. 

Senator Levin. Thank you. I am done. Thank you. 

Senator Coleman. Just one follow-up on the Tariq Aziz question. 
Describe your relationship with Tariq Aziz. 
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Mr. Galloway. Friendly. 

Senator Coleman. How often did you meet him? 

Mr. Galloway. Many times. 

Senator Coleman. Can you give an estimate of that? 

Mr. Galloway. No. Many times. 

Senator Coleman. More than five? 

Mr. Galloway. Yes. 

Senator Coleman. More than 10? 

Mr. Galloway. Yes. 

Senator Coleman. Is it around 15? 

Mr. Galloway. We are getting nearer, hut I have not ever count- 
ed. But many times. I am saying to you many times, and I am say- 
ing to you I was friendly with him. 

Senator Coleman. You described him as a very dear friend. 

Mr. Galloway. I think you have quoted me as saying a dear, 
dear friend. I do not often use the double adjective. 

Senator Coleman. I was looking into your heart on that. 

Mr. Galloway. But friend I have no problem with. 

Senator just before I go on, I do hope you will avail yourself of 
this dossier that I have produced. I am really speaking through you 
to Senator Levin. This is what I have said about Saddam Hussein. 

Senator Coleman. We will enter that into the record without ob- 
jection. 

Mr. Galloway. Thanks. 

Senator Coleman. I have no further questions for the witness. 
You are excused, Mr. Galloway. 

Mr. Galloway. Thank you very much. 

Senator Coleman. We have a vote. The hearing will be recessed 
for 20 minutes. 

[Recess.] 

Senator Coleman. The Permanent Subcommittee on Investiga- 
tions is back in session. 

As I have indicated to the next panel, because of the fact that 
both Senator Levin and I have to be at our conference lunches 
today because of some very important issues that are being dis- 
cussed, and we want to give this panel time, we felt the best thing 
to do was to adjourn the hearing at this point. We will have an- 
other day — we will set another time. There are some other matters 
and other reports that we wanted to follow up on. This will be the 
first panel of that next hearing. ^ So we will set a date and we will 
set a time. 

I want to apologize to the panel for the inconvenience but there 
are some pressing matters that we have to attend to. So with that, 
this hearing is now adjourned. 

[Whereupon, at 12:33 p.m., the Subcommittee was adjourned.] 


^See Exhibit Nos. 47 and 48, prepared statements of Thomas A. Schweich and Peter 
Reddaway, which appear in the Appendix on pages 1731 and 1736 respectively. 
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Figure 1 
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Data source: ISG Report, 9A}4 

Chart prepared by: Senate Permanent Subcommittee on Investigations, 
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Figure 2 
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OFAC CHRONOLOGY* 


U.N. letter to Bayoil asks for information about specific shipments. 

Bayoil refuses to provide shipping information, because it is “completely outside 
[the U.N, Oil Overseer’s] authority and mandate under the [OFF] program.” 

Bayoil supplies incomplete information. 

U.N. Office of Iraq Programme asks U.S. Mission to the U.N, for assistance. 

U.S. State Department writes to U.S. Treasury Department’s Office of Foreign 
Assets Control (OFAC) asking it to “contact Bayoil and urge the company 
respond quickly and completely to the Office of the Iraq Program’s request for 
information.” 

U.N. again asks Bayoil for information. 

U.N. again asks Bayoil for information. 

Bayoil writes to U.N. but still does not provide the requested information, 
claiming prejudice against the company. 

U.N. again asks the State Department for assistance and the State Department 
again contacts OFAC. 

Eight months after the initial request for assistance, OFAC writes to Bayoil and 
requests a report on its transactions in Iraq; letter does not request specific 
information sought by U.N. or direct Bayoil to answer the U.N.’s questions. 
OFAC told the Subcommittee that its investigator recalled that the request had to 
do with “surcharges.” 

Bayoil writes to OFAC saying that because Iraq will not issue contracts directly t( 
U.S. companies, it is not doing work under its OFAC license. 

OFAC telephones Bayoil and asks to send Bayoil’s letter to the State Department 

Bayoil writes back that OFAC can share its letter with the State Department and 
U.S. Mission to the U.N. but with no one else, which means it cannot be shared 
with the U.N. 

OFAC never forwards Bayoil’s letter to anyone. 

The U.N. never obtained the information it sought about Bayoil. 


*See Report. 

Prepared by U.S. Permanent Subcommittee on Investigations, Minority Staff 
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COUNSEL 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
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UNITED NATIONS OIL-FOR-FOOD PROGRAM 
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PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
COMMITTEE ON HOMELAND SECURITY AND GOVERNMENTAL AFFAIRS 
UNITED STATES SENATE 
May 17,2005 


Mr. Chairman, Ranking Member Levin, and Subcommittee Members: 


Thank you for this opportunity to testify before you concerning the 
Subcommittee’s investigation into the United Nations Oil for Food Program. My 
testimony today will present evidence demonstrating how the Hussein regime rewarded 
its political allies under the Oil for Food Program. In particular, I will introduce 
evidence establishing that the Hussein regime granted lucrative oil allocations to 
Vladimir Zhirinovsky, a prominent Russian official. In short, the evidence reveals that 
Zhirinovsky was granted allocations of 75 million barrels of oil - for a sense of 
perspective, that amount of oil would satisfy oil consumption for the entire United 
States for roughly 4 days. The Iraqi Ministry of Oil estimated that profits of $8.6 
million were made in connection with Zhirinovsky’s allocations. In fact, for some of 
those allocations, the evidence also shows that an American oil trader named Bayoil 
may have paid Zhirinovsky an estimated $4.4 million. Finally, I will present evidence 
that Zhirinovsky and Bayoil paid illegal, under-the-table surcharges to the Hussein 
regime, totaling $4.7 million. 
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Before I introduce the evidence concerning Zhirinovsky and Bayoil, let me give a 
brief summary of what an “oil allocation” is and how Saddam Hussein used them to 
reward his allies. An oil allocation is essentially the right to buy a certain amount of 
crude oil - an option to buy cheap Iraqi oil. Whoever had the allocations were the 
gatekeepers to Iraqi oil, and as a result, were entitled to hefty commissions. Senior 
officials in the Hussein regime told investigators of this Subcommittee that, early in the 
Oil for Food Program, the Hussein regime began a policy of handing out these options 
not to traditional oil companies, but rather to foreign officials, journalists and even 
terrorist entities. Officials in the Ministry of Oil called this manipulation “Saddam’s 
Bribery System.” The recipient of the allocation - the foreign official or terrorist entity 
- would assign the allocation to a traditional oil company in return for a sizeable 
commission, usually amounting to hundreds of thousands of dollars. The Hussein 
officials that were interviewed in Iraq told the Subcommittee that the Iraqis gave 
preferential treatment to specific foreign officials in the allocation of oil because of their 
support for the Hussein regime and their opposition to the U.N. sanctions against Iraq. 

Vladimir Zhirinovsky was one of those officials. Zhirinovsky has been a long- 
time member of the Russian Duma, the leader of the ultra-nationalist Liberal 
Democratic Party of Russia (called the “LDPR”), and ran for President of Russia three 
different times. He was a tireless and outspoken supporter of the Hussein regime, 
taking roughly 16 trips to Iraq during the 7 years of the Oil for Food Program, and 
frequently denouncing U.N. sanctions against Iraq. In addition, Zhirinovsky signed an 
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agreement on “inter-party ties” between his party and Saddam Hussein’s Baath Party. 
He dispatched a group of supporters called the “Falcons of Zhirinovsky” to Iraq to 
support the Hussein regime during the first Gulf War. Zhirinovsky, who wrote a book 
entitled “I Spit on the West,” was unquestionably a strong supporter of the Hussein 
regime. 

The regime, in turn, rewarded Zhirinovsky with lucrative oil allocations. In total, 
Zhirinovsky received at least 12 allocations of more than 75 million barrels of oil under 
the Oil for Food Program. The Iraqi Ministry of Oil estimated that the profits arising 
from Zhirinovsky’s allocations amounted to $8.6 million, as reflected in Exhibit 1. The 
Subcommittee staff has prepared a thorough and comprehensive report detailing the 
chronology of events surrounding Zhirinovsky’s allocations. Among the voluminous 
evidence are 6 letters signed by Zhirinovsky himself, and 3 1 documents from the Iraqi 
Ministry of Oil that specifically identify Zhirinovsky or his radical political party. The 
report also introduces testimony of four senior members of the Hussein regime, 
including Tariq Aziz and Saddam’s former Vice President - each of which 
independently confirmed that Zhirinovsky received oil allocations. In fact, one regime 
official confirmed to this Subcommittee not only that Zhirinovsky received oil 
allocations, but also that Zhirinovsky earned money from the deals. He said, “Of course 
Zhirinovsky would make a profit. That’s the whole point.” 

I will present a brief sampling of the evidence today. 
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The first document is a letter that appears on Exhibit 2. This exhibit is a letter 
from Zhirinovsky to the Iraqi Ambassador to Russia at the very beginning of the Oil for 
Food Program. In short, this is Zhirinovsky’s pitch for oil contracts. He begins the 
letter by describing his long-time support for the Hussein regime. He states that he and 
his political party “stood firmly against the enforcement of United Nations economic 
sanctions” against Iraq, and that his party has used its “influence on the Duma [the 
Russian parliament] to adopt resolutions that will facilitate the economic cooperation 
between [Russia and Iraq].” He also said that “A special resolution to lift the economic 
sanctions on Iraq was adopted in particular and by virtue of our party’s efforts.” After 
brandishing his pro-Hussein credentials, Zhirinovsky then states that his party has 
“commercial institutions” that would like to receive contracts under the Oil for Food 
Program. 

After Zhirinovsky’s letter, there were a series of meetings between his 
representatives and members of the Hussein regime, including meetings between 
Zhirinovsky and Saddam Hussein and his right-hand man Tariq Aziz. The 
Subcommittee staff report details those meetings, which ultimately culminated in an oil 
allocation to Zhirinovsky in Phase II of the Program. 

The Hussein regime continued to grant oil allocations to Zhirinovsky through the 
next 2 phases. Then, in Phase V of the Program, a new player enters the picture. That 
new player is the American oil trader named Bayoil. In the early phases of the Oil for 
Food Program, Bayoil was buying up as much Iraqi oil as possible. They aggressively 
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pursued oil allocations, and prided themselves on being one of the largest purchasers of 
Iraqi oil under the Program. 

In late 1998, Bayoil struck a deal with Zhirinovsky -- Zhirinovsky would assign 
his oil allocation to Bayoil in exchange for a he% commission. The evidence suggests 
that the commission was 17 cents per barrel, which would amount to $850,000 for a 
medium-sized allocation, such as 5 million barrels. When Zhirinovsky informed the 
Iraqis that his allocation would be assigned to Bayoil, the Iraqis rejected the plan, saying 
that “Iraq cannot do business with American companies.” As a result, Bayoil was 
forced to engage a Russian company to act as a nominal purchasing agent. Bayoil 
eventually did so, engaging a Russian oil company called Nafta Moscow to interface 
with the Iraqis. 

Bayoil then confirmed the deal with Zhirinovsky in a letter that is presented on 
the left-hand side of Exhibit 3. In that letter, Bayoil indicates that it has engaged Nafta 
Moscow to act as the purchasing agent, and requests that Zhirinovsky confirm the 
agreement with a letter (written on official LDPR letterhead). Bayoil even drafted the 
letter for Zhirinovsky, saying: “We LDPR confirm that our Iraqi oil allocation of 7 
million barrels is assigned to Bayoil. We confirm to SOMO to contract this allocation 
with company designated by Bayoil. Upon receiving from you the agreed premium 
prior to [a certain date.] Signed, Vladimir V. Zhirinovsky.” Bayoil concludes the letter 
by indicating that it hopes to pay Zhirinovsky’s premium earlier than the contractual 
deadline. 
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Soon after Bayoil's letter to Zhirinovsky, Bayoil explained the transaction to 
Nafta, its nominal purchasing agent. That letter appears on the right-hand side of 
Exhibit 3. In this letter, Bayoil gives Nafta instructions on how to negotiate with the 
Iraqis, such as reminding the Iraqis that the allocation was “being contracted for and on 
behalf of Mr. Vladimir Volfovich, the LDPR.” It is reasonable to conclude that the 
name ‘Vladimir Volfovich, the LDPR’ is a reference to Zhirinovsky because his full 
name is Vladimir Volfovich Zhirinovsky and the LDPR is his political party. Nafta was 
also supposed to remind the Iraqis that Zhirinovsky is “one of the greatest supporter 
[jic] of the Iraqi cause in the world.” Bayoil also offered suggestions on “maximizing 
the economic result for the LDPR,” Zhirinovsky’s political party. 

All of this correspondence eventually culminated in 6 different oil transactions. 
Starting in Phase V and continuing to Phase X. In connection with those transactions, 
Bayoil would pay a large “commission” payment to a seemingly unrelated entity. For 
instance, in the Phase VI deal, Bayoil paid 17 cents per barrel to a mysterious entity 
called “Plasco Shipping.” In total, Bayoil paid Plasco more than $1.3 million. In Phase 
VII, Bayoil paid a massive commission of 31 cents per barrel to another mysterious 
entity called “Bayvan Consulting.” In one document, a Bayoil employee called those 
payments a “Russian Commission.” These Russian Commissions to Bayvan appear to 
total more than $1.5 million. 

The Subcommittee could not identify any service provided by these companies - 
Plasco Shipping and Bayvan Consulting - in connection with the oil deals. Our 
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exhaustive search of Bayoil's files concerning these deals included a thorough vetting of 
thousands of pages, detailing each and every aspect of the transactions. Nevertheless, 
the Subcommittee could not identify one piece of correspondence with Fiasco or 
Bayvan. There was no contract with either of them. No invoices. No indication of any 
service provided whatsoever. Moreover, the Subcommittee attempted to locate each of 
those companies and was unable to do so. Therefore, in light of the fact that Bayoil 
agreed to pay Zhirinovsky a “premium” and Bayoil made these massive payments to 
dubious companies, it seems reasonable to conclude that those payments were in fact 
commissions to Vladimir Zhirinovsky. 

Not only did Zhirinovsky profit from this scheme, but Saddam Hussein profited 
as well. In Phase VIII of the Program, which occurred toward the end of 2000, the 
Hussein regime started demanding an under-the-table payment in connection with oil 
purchases. These payments were in direct violation of the U.N. sanctions and the rules 
of the Oil for Food Program. According to senior members of the Hussein regime, 
every single recipient of an oil allocation was obligated to make those payments, 
commonly called “surcharges.” Surcharges were imposed over a 2-year period from 
September 2000 through mid 2002, and during that period, Zhirinovsky received four 
distinct allocations. As reflected in the documents presented in Exhibit 7, for those four 
allocations, the Hussein regime received under-the-table payments totaling 
approximately $4.7 million. 
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Let’s review one such surcharge payment. In Phase X, Zhirinovsky received an 
allocation of 4 million barrels. Bayoil once again purchased that allocation and engaged 
Russian oil giant Lukoil to be its agent. Lukoil contacted for the oil on behalf of Bayoil, 
and the contract was numbered M/10/67. In connection with Contract M/10/67, Bayoil 
made payments totaling $1,122,548.70 to Fiasco Shipping - the same mysterious entity 
that we discussed previously. Those payments are captured in the left-hand side of 
Exhibit 4, which presents Bayoil’s internal accounting statements reflecting payments to 
Fiasco Shipping. 

It is crucial that we remember the sum paid to Fiasco - $1,122,548.70 - because 
that precise figure appears on a document created by the Iraqi Ministry of Oil. That 
document, which is a chart that appears on the right side of Exhibit 4, is a summary of 
all surcharges paid to the Hussein regime under the Oil for Food Program. The entry for 
Contract M/10/67 (the Lukoil contract) indicates that the “Surcharge Owed” was exactly 
$1,122,548.70 - the exact amount (to the penny) that Bayoil paid to Fiasco Shipping. 
Finally, the chart indicates that the surcharge was paid in fiill. Therefore, given this 
evidence, it is reasonable to conclude that Bayoil's payments to Fiasco Shipping were in 
fact illegal, under-the-table surcharge payments to the Hussein regime. 

As displayed in Exhibit 7, $4.7 million was paid in surcharges in connection with 
Zhirinovsky’s allocations. While Zhirinovsky and his agents paid $4.7 million to the 
Hussein regime in cash, Zhirinovsky also compensated the regime by literally giving the 
Iraqis a building in Moscow. In Phase VIII, Zhirinovsky was apparently having 
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difficulty paying all of the surcharges that he owed. The Vice President of Iraq, Taha 
Yassin Ramadan, told the Subcommittee that he met with Zhirinovsky face-to-face and 
actually threatened him, saying “Pay or get nothing.” In lieu of paying off the surcharge 
with cash, Zhirinovsky offered to give the Iraqis a building that he owned in Moscow. 
Senior regime officials informed the Subcommittee that the building was worth more 
than $800,000. In our staff report, we present a letter from Zhirinovsky in which he 
discussed his proposal. The Iraqis agreed to Zhirinovsky’s offfer, and the deed was 
transferred at the Iraqi embassy in Moscow. One senior official in the regime told the 
Subcommittee that he observed the transaction, saying; “I was there personally.” We 
have learned that that building is being used as an Arabic school. 

In conclusion, our staff report establishes that Zhirinovsky received numerous 
lucrative oil allocations, that Bayoil paid the Russian an estimated $4 million dollars in 
exchange for some of those allocations, and that Zhirinovsky - with Bayoil's financing - 
paid the Hussein regime millions in under-the-table surcharges. 

With that, I will close my presentation and I would be happy to answer your 
questions. 

♦ ♦ ♦ 
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Mr. Chairman, Ranking Member Levin, and Members of the Subcommittee: 

Thank you for the opportunity to testify today regarding the Subcommittee’s latest 
findings relating to our ongoing investigation into the United Nations “Oil-for-Food Program.” 

My testimony today presents evidence gathered by the Subcommittee establishing that 
the former regime of Saddam Hussein attempted to influence the highest levels of the Russian 
Government by awarding lucrative allocations of oil to politically influential officials. In 
particular, the Hussein regime assigned the rights to massive quantities of oil to the “Russian 
Presidential Council” which was then headed by a powerful Kremlin insider named Alexander 
Voloshin. 

In April, we traveled to Iraq in order to interview senior officials of the former Hussein 
regime. The officials told us that oil allocations were awarded to foreign politicians and political 
parties in order to engender international support for the Hussein regime. Documents reviewed 
by the Subcommittee from the Iraqi Ministry of Oil confirmed that massive allocations of oil 
were awarded to Security Council members that were sympathetic towards Iraq in its efforts to 
lift sanctions ~ namely, Russia, France, and China. Saddam personally approved the list of 
allocation recipients along with a committee of his closest advisors, including former Deputy 
Prime Minister Tariq Aziz and former Vice President Taha Yasin Ramadan, both of whom were 
interviewed by the Subcommittee. 

The Hussein regime gave allocations to Russian individuals, political parties, government 
ministries, and major oil companies due to their good relationship with Iraq and their support for 
the lifting of sanctions. A total of 30 percent of all the oil allocated during the entire course of 
the Program went to Russia. The state-owned oil company “Zarubezhneft” was allocated almost 
180 million barrels of oil. The Russian Ministry of Foreign Affairs, the equivalent of our State 
Department, was allocated 155 million barrels. Individual politicians (such as Vladimir 
Zhirinovsky) and political parties (such as the Communist Party), were also given allocations, 
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including 73 million barrels to the Unified Russia Party - known then as the Unity Party - a 
pro-Kremlin organization associated with Russian president Vladimir Putin. Tariq Aziz stated 
that the Unity Party received such a large number of allocations because Russia was taking 
positions at the Security Council that were favorable to Iraq. Vice President Ramadan stated that 
the Unity Party was given massive allocations because it was the governing party and the party 
of the president. 

The Russian Presidential Council received 9 oil allocations totaling 90 million barrels. 
The Council consisted of advisors appointed by the president, and was responsible for devising 
presidential policy, drafting presidential decrees, and coordinating policy among government 
agencies. The head of the Russian Presidential Council was Alexander Stalevich Voloshin. He 
was widely known to be the “power behind the throne” at the Kremlin. Mr, Voloshin assisted in 
President Putin’s rise to power, managed his first election campaign, and helped to create the 
Unity Party. He was once referred to as “de facto, after President Vladimir Putin, Russia’s most 
powerful man.” Former regime officials interviewed by the Subcommittee confirmed that the 
allocations given to Mr. Voloshin were a show of support to him, and were granted to him 
because of his relationships with “very important characters.” Vice President Ramadan told the 
Subcommittee that knew that Mr. Voloshin was the head of Russia’s presidential administration 
and stated that the oil allocations awarded to him had been approved by Saddam Hussein. 

Many of the allocations to the Russian Presidential Council, like the allocations to Mr. 
Zhirinovsky, were ultimately purchased and shipped by Houston-based Bayoil. The Presidential 
Council and Bayoil used a variety of middle-men oil trading companies to execute the actual 
contracts with Iraq. The transactions involving the allocations granted to the Russian 
Presidential Council followed the same general pattern: At the beginning of each relevant phase, 
the Hussein regime granted an oil allocation to the Russian Presidential Couneil. Please turn 
your attention to Exhibit 19 which is an example of a Ministry of Oil allocation list. The chart 
indicates that the Russian Presidential Council was allocated 14 million barrels of oil in Phase 8, 
and that a “Mr. Issakov” was named as the designated contact person. “Mr. Issakov” is Sergey 
Issakov, who is associated with Mr. Voloshin, as noted in our report. As you can see by the 
hand-written note at the comer of the dociunent, the allocations have been approved at the 
highest level by “the President Leader.” 

Once the oil is allocated, the contact person would choose a Russian company to act as 
the nominal purchaser of the oil - a “middleman” - in exchange for a small commission. A 
representative of the middleman — often Mr. Issakov himself — then traveled to Baghdad and 
signed a contract with SOMO that could be forwarded to the U.N. for approval. Once the 
contract was signed, SOMO would forward the contract to the Minister of Oil for approval. 
Please turn your attention to Exhibit 27 which is an example of such an approval for one of Mr. 
Voloshin’s allocations in Phase 12. As you can see, the terms of the official contract with the 
Russian middleman company - Impexoil ~ were approved by the Minister of Oil, but the 
Ministry kept track of exactly who the allocation holder was - Mr. Voloshin, the “head of the 
Russian Presidential Council.” Other internal Ministry of Oil documents kept track of who was 
the ultimate beneficiary of the oil allocation. For example. Exhibit 29 is a letter from the erode 
oil marketing department to the financial department forwarding the terms of a contract signed 
during Phase 13 with the middleman, Impexoil. The letter makes it clear who is benefiting from 
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the allocation when it states: “Party Benefiting from Allocation: Head of the Russian Presidential 
Council.” 

Once the allocation and the contracts had been approved, the middleman company 
entered into a separate contract with an oil company - in many instances Bayoil -- to actually 
ship the oil. After the oil was lifted, Bayoil wired payments - usually hundreds of thousands of 
dollars — into certain bank accounts in Cyprus or Switzerland, countries not exactly known for 
transparency in banking practices. The evidence indicates that the money wired to those 
accounts by Bayoil was then split between the allocation holder and the middleman. 

The Russian middlemen used to facilitate these allocations were paid a commission 
usually amounting to 2 cents for each barrel shipped by Bayoil. For example, you can see here 
in Exhibit 20 that in June of 2000 Bayoil agreed to pay one of these middlemen -- called 
“Rosnefteimpex” - 2 cents a barrel for a contract in Phase 8. As you can see, the Russian 
Presidential Council is not named in the document, but instead a company called “Haverhill 
Trading” suddenly appears in the picture. This is because even the middlemen in these 
transactions have middlemen. As detailed in our report. Cyprus-based Haverhill served as a 
pass-through for the money that Bayoil paid to the middlemen, to the Russian Presidential 
Council, and in some instances to the Hussein regime in the form of “surcharges.” 

The allocation holders and the middlemen profited from this scheme, and Saddam 
profited as well. Millions of dollars wired by Bayoil into Cypriot bank accounts during Phase 9 
and 10 were routed back to the Hussein regime. The letter displayed in Exhibit 23 to the 
Executive Director of SOMO relates to a Phase 9 allocation to the Russian Presidential Council 
and indicates that the middleman on the transaction - a company called Rosnefteimpex - had 
paid the surcharges due to the regime. As you can see, the document notes that Rosnefteimpex 
had delivered the surcharge payments directly to the Iraqi embassy in Moscow, which was a 
common practice for the Russian companies who paid surcharges, as detailed in our report. PSI 
estimates that, in connection with the Phase 9 contract, over $3.8 million was ultimately routed 
to the Hussein regime from money wired by Bayoil to Haverhill’s bank accounts. 

For all of the transactions where Bayoil was involved, Bayoil wired a total of 
$9,214,991.56 into different bank accounts in Cyprus, Greece, and Switzerland between July of 
2000 and January of 2003. As is indicated in Exhibit 31, we estimate that approximately 
$609,000 went to the middlemen companies - such as Rosnefteimpex and Impexoil. The 
contracts in Phases 9 and 10 resulted in surcharge payments to the Hussein regime, payments 
that we estimate to be in excess of $5.6 million. Once the payments to the middlemen and the 
Hussein regime are deducted from the total payments made by Bayoil, there is a remainder of 
almost $3 million. That is the amount we conclude went to the allocation holders, specifically 
Mr, Voloshin and Mr. Issakov in the name of the Russian Presidential Council. 

Thank you again for allowing me to summarize our findings, and I look forward to any 
questions you may have on this matter. 


♦ ♦ 


♦ 
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Mr. Chairman, Ranking Member Levin, and Subcommittee Members: 


Thank you for this opportunity to testify before you again concerning the 
Subcommittee’s investigation into the United Nations Oil for Food Program. This 
presentation will introduce the evidence that the Subcommittee obtained establishing 
that the Hussein regime granted oil allocations to former French Minister of the Interior 
Charles Pasqua and recently reelected Member of the British Parliament George 
Galloway. The evidence establishes that Pasqua refused to sign a letter for the Iraqis 
concerning the allocations because he “fear[ed] political scandals.” The evidence also 
indicates that Galloway used a children’s cancer foundation in at least one transaction. 

I will start with a sampling of evidence concerning the allocations granted to 
Charles Pasqua. The first exhibit - Exhibit 8(a) - is a handwritten note written by the 
Executive Director of SOMO sent to the Minister of Oil. The subject line of the note is 
“The French Personality (Charles Pasqua).” In the first line of this letter, SOMO 
indicates that Saddam Hussein personally approved an allocation to Charles Pasqua, 
stating: “The president leader ... has approved the allocation of 3 million barrels to the 
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French personality (Charles Pasqua).” The note goes on to say that the Iraqis requested 
that Pasqua sign a letter concerning one aspect of the transaction, and that he refused to 
do so. According to the note, Pasqua refused to sign a letter because he “fear[ed] 
political scandals.” 

The next exhibit, which is displayed on Exhibit 8(b), is a letter written by Tariq 
Aziz’s chief assistant. In that letter, he informs SOMO of the identity of Pasqua’s agent 
and indicates that the agent “represents Mr. Pasqua in receiving the oil allocations 
allotted to the latter.” I should note that Pasqua’s agent was arrested two weeks ago for 
charges arising from Oil for Food transactions. 

The last exhibit appears on Exhibit 8(d). That exhibit is another letter from the 
Executive Director of SOMO, in which he informs the Oil Minister that everyone who 
received an allocation in Phase VI of the Program requested an increase of their 
allotment. At the bottom of the letter is a handwritten note indicating that Tariq Aziz 
“endorsed” an increase of 1 million barrels to Pasqua’s allocation. Attached to this 
letter was a chart created by SOMO reflecting the requests for additional barrels of oil. 
Under the headings, “France” and “Special Requests,” the chart states “Charles Pasqua” 
and indicates that his purchasing agent had contracted for 3 million barrels of oil. It also 
indicates that Pasqua requested an additional allotment of “unspecified” volume. 

These documents are a mere sampling of evidence accumulated by the 
Subcommittee that establishes that Charles Pasqua was granted oil allocations under the 
Program. 
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Turning to the evidence concerning Mr. Galloway, the evidence indicates that 
Galloway received allocations in six phases of the Oil for Food Program, amounting to a 
total of 20 million barrels of oil. Saddam Hussein’s chief lieutenant, Vice President 
Taha Yassin Ramadan, confirmed in an interview with the Subcommittee that Galloway 
received oil allocations. In addition, as reflected in the poster presented now, Ramadan 
confirmed that Galloway was granted allocations “because of his opinions about Iraq. 
[He] wants to lift embargo against Iraq.” Other Hussein regime officials confirmed that 
Galloway received oil allocations under the Oil for Food Program. In fact, just 
yesterday, the Subcommittee re-interviewed a senior member of the Hussein regime to 
confirm whether Galloway received allocations. The Subcommittee asked the following 
question: 

“Did the Iraqis grant any oil allocations to George Galloway, the member of the 

British Parliament?” 

His answer: 

“Yes.” 

The first series of exhibits reveal that Galloway received an allocation of 3 
million barrels of oil in Phase IX of the Program and that he apparently used a 
children’s cancer charity as a cover in that transaction. In the first exhibit, which is 
reflected in Exhibit 9, we see a letter from SOMO to the Minister of Oil requesting 
approval of Contract M/9/23. In identifying the contract, SOMO indicates that the 
contract was with a French oil company, called Aredio, and next to that name, the letter 
states: “(Fawaz Zuraiqat - Mariam Appeal).” Yesterday, the Subcommittee verified 
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with a senior regime official that this document was authentic and that the Oil 
Minister’s signature was genuine. Regime officials interviewed by the Subcommittee 
also confirmed that, in these letters to the Oil Minister, the allocation recipient was 
identified in parenthesis next to the purchaser’s name. Accordingly, this document 
indicates that the recipient of this oil allocation was “Mariam Appeal.” The Mariam 
Appeal was a foundation established by George Galloway ostensibly to help a 4-year 
old Iraqi girl named Mariam who was suffering from leukemia. Therefore, it appears 
that George Galloway used a children’s cancer foundation to hide his oil allocation deal. 

A different Ministry of Oil document further confirms that Galloway received this 
allocation. That document, which appears in Exhibit 10, is a chart created by SOMO 
after the fall of the Hussein regime that lists all oil allocations granted in Phase IX of the 
Program. Entry number 23 of that chart indicates that the oil for Contract M/9/23 - the 
Aredio contract discussed a moment ago - had been allocated to George Galloway and 
his agent Fawaz Zureiqat. A senior Hussein regime official that was interviewed 
yesterday confirmed that Zureiqat facilitated Galloway’s oil transactions: “It’s my 
understanding that Fawaz Zureiqat is oil lifter for Galloway.” 

The next exhibit, Exhibit 12, is another of the SOMO letter requesting approval of 
a contract from the Oil Minister. The contract is identified as Contract M/1 1/04 with 
Middle East Advanced Semiconductor and next to the company’s name appears “(Mr. 
George Galloway).” Once again, these forms were authenticated by senior Hussein 
regime officials. According to those officials, the name in parenthesis is the identity of 
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the allocation recipient. For instance, the Subcommittee asked one senior regime 

official the following question concerning this very document: 

Q: Does the phrase “(Mr. George (^lloway)” mean that the allocation for this 
oil was granted to George Galloway? 

His answer: “Yes.” 

The letter also indicates that an individual named “Fawaz Zureiqat” was involved 
in the transaction. One senior official informed the Subcommittee that “Zuraiqat was 
the oil lifter for the benefit of George.” 

In the next exhibit, numbered Exhibit 15, we see the same form yet again - a 
letter from SOMO to the Oil Minster requesting approval of an oil contract. In this 
form, SOMO indicates that Contract M/12/14 was signed with Middle East 
Semiconductors “(on behalf of Mr. George Galloway)” and requests the Oil Minister’s 
approval. Once again, we re-confirmed with a senior Iraqi official from the Hussein 
regime that this letter was indeed genuine and that the Oil Minister’s signature was 
authentic. In addition, we confirmed that the form indicated that the oil had been 
allocated to Galloway. The official was asked: “Does the phrase ‘(on behalf of Mr. 
George Galloway)’ mean that the allocation for this oil was granted to George 
Galloway?” His answer: “Yes.” 

The Subcommittee obtained additional evidence that the oil for this contract had 
been allocated to Galloway. That evidence is captured in Exhibit 14, a SOMO letter 
informing the “Financial Department” of pending oil contracts. For Contract M/12/14, 
SOMO notified the Financial Department of the contract, identifying the contract as 
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“Contract No. M/12/14 with Middle East ASI (Mr. Galloway).” Middle East ASI was 
Fawaz Zureiqat’s company, and according to this document, it bought the oil that had 
been allocated to George Galloway. That corresponds with the testimony of the senior 
Hussein regime official, who confirmed to the Subcommittee for a second time that 
“Fawaz Zureiqat is oil lifter for Galloway.” 

The Subcommittee obtained another example of this SOMO form for the last 
contract involving Galloway. That letter, which is Exhibit 14, is SOMO’s notification 
to the Financial Department of Contract number M/13/48. SOMO identifies the 
contract as “Contract No. M/13/48 with Middle East ASI (Mr. Galloway).” Once again, 
this document indicates that Galloway received the allocation and that Fawaz Zureiqat’s 
company signed the contract to lift that oil. 

All told, the Subcommittee obtained evidence related to 4 of Galloway’s 
allocations. That evidence matches parallel evidence presented in the Subcommittee’s 
reports on Vladimir Zhirinovsky, the Russian Presidential Council and Pasqua. In 
addition, the Subcommittee authenticated the Galloway evidence with senior Hussein 
regime officials involved in the allocation of oil. 

With that, I will close my presentation and 1 would be happy to answer your 
questions. 

♦ ♦ ♦ 
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The Minority staff report complements the other Subcommittee staff reports released 
today and last week. Whereas those reports focus on allocation holders and purchasers of Iraqi 
oil, the Minority staff report examines what eventually happened to that oil - how so much of 
that oil got into the United States - and what the United States did to attempt to put an end to the 
illegal surcharge payments being demanded by Saddam Hussein, Additionally, the Minority staff 
report examines the largest single incident of oil being exported from Iraq by ship in violation of 
the U.N. sanctions-what is sometimes referred to as “the Khor al-Amaya shipments,” in 
reference to the Iraqi port where these shipments originated. 

Illegal Surcharges 

From September 2000 until September 2002, the Iraqi government demanded that 
purchasers of Iraqi oil under the Oil-for-Food program pay a per-barrel surcharge to the Iraqi 
regime. These surcharges were above the Official Sales Price (OSP) for Iraqi oil approved by the 
U.N., and were to be paid into accounts outside the control of the United Nations. These 
payments violated the U.N. sanctions on Iraq. The surcharge amount varied, from a low of 1 0 
cents per barrel to a high of 30 cents per barrel. Detailed internal records kept by the Iraqi Oil 
Ministry’s State Oil Marketing Organization (SOMO) show that, during this period, Iraq 
collected about $228 million in illegal surcharges. 
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Throughout this period, the United States was one of the largest customers of Iraqi crude 
oil, importing an average of about 660,000 barrels of oil per day, for a total of about 525 million 
barrels. 


U.S. companies did not buy this oil directly from Iraq, but rather from oil traders, 
allocation holders, and various other “middlemen” that were unique to the Iraqi oil trade. Using 
SOMO records on surcharge amounts assessed and collected, and U.S. Energy Information 
Administration data on U.S. oil imports, the Minority staff estimates that about $118 million in 
illegal surcharges were paid on Iraqi barrels of oil sent to the United States. That means that oil 
imported into the U.S. financed about 52 percent of the illegal surcharges paid to the Hussein 
regime. Oil destined for other countries accounted for about $ 11 0 million in illegal surcharges, 
or about 48 percent of the total illegal surcharges paid. This information is depicted in this chart. 
These percentages roughly correspond to the percentages of Iraqi oil sent to the U.S. and 
elsewhere during this period. 

With one notable exception, the Subcommittee Minority staff has not seen evidence 
showing that U.S. companies knowingly purchased oil on which a surcharge had been paid. U.S. 
companies buying Iraqi oil from traders typically included a clause in their contracts requiring the 
seller to warrant that no surcharge had been paid. However, other than this one notable 
exception, the Subcommittee Minority staff did not investigate whether any U.S. companies 
knowingly purchased oil on which a surcharge had been paid. 

The notable exception involves a U.S. company called Bayoil. Bayoil is a privately held 
company headquartered in Houston, Texas, with affiliates in the Bahamas, Switzerland, and 
Luxembourg. During the surcharge period Bayoil was the largest provider of Iraqi oil for the 
United States, Bayoil provided about 200 million barrels to U.S. oil companies, or almost 40 
percent of American imports of Iraqi oil during this period. 

Our examination of Bayoil’s activities has found extensive evidence that Bayoil paid or 
financed illegal surcharges on Iraqi oil. Using Bayoil, Iraqi and other documents, we were able 
to trace the history of 102 cargoes of Iraqi oil that Bayoil purchased and imported into the United 
States. We found that, together, the illegal surcharges paid on those cargoes totalled at least $37 
million. 

Documents obtained by the Subcommittee also indicate Bayoil knowingly participated in 
a trade boycott in violation of U.S, law. One of the Bayoil officers signed and notarized a 
statement attesting that Bayoil had never sold and would never sell oil to Israel. In interviews 
with Subcommittee staff, senior Hussein-regime officials currently in detention, including 
former Vice President Taha Yasin Ramadan and former Presidential Secretary Abid Hamid 
Mahmoud, confirmed that Iraq prohibited the purchasers of Iraqi oil from subsequently selling it 
to Israel. 
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We also found evidence that Bayoil persistently and openly lobbied U.S. and U.N. 
officials to influence the pricing of Iraqi oil and oppose U.S. efforts to address the surcharge 
problem by raising the official sales price. Bayoil also helped Iraq and Russia devise objections 
to U.S. and U.K. pricing proposals to stop the surcharges, and even on occasion drafted 
documents for Russian companies to send to U.N. officials protesting pricing policies that set 
Iraqi oil prices very close to world market rates. 

We also found a significant contrast in the efforts of U.S. officials to stop the illegal 
surcharges. At the United Nations, U.S. and U.K. officials worked aggressively and creatively to 
develop pricing policies for Iraqi oil to prevent Saddam from imposing surcharges. After two 
years of effort, the United States and United Kingdom moved the United Nations to a so-called 
“retrospective pricing system,” which delayed setting a price on Iraqi crude until after the oil had 
been loaded onto the ships. This delay allowed the United Nations to set prices which closely 
reflected actual market prices and made it uneconomical for Iraq to also demand payment of a 
per-barrel surcharge. By September 2002, this system finally “squeezed out” the surcharges. 

In contrast, at the same time the United States was making it harder for Saddam to 
impose illegal surcharges, the United States took only minimal steps to ensure that U.S. 
companies were not paying surcharges. In late 2000 and early 2001, the State Department and 
the Treasury Department’s Office of Foreign Assets Control-the office with primary 
responsibility for enforcing U.S. sanctions -informed U.S. oil companies that it would be illegal 
to pay any surcharges. Despite the knowledge that Saddam was continuing to impose surcharges 
on Iraqi oil, and that the U.S, was importing very large amounts of Iraqi oil, the State Department 
and OF AC took no additional steps to ensure no American companies were paying surcharges, or 
even to inquire about the nature of the trade in Iraqi oil. 

U.S. authorities also failed to respond to requests by United Nations officials for 
assistance in obtaining infoimation about potential sanctions violations by Bayoil. In early 2001, 
the U.N.’s Oil Overseers obtained information that Bayoil may have diverted to Europe 
shipments of Iraqi oil that the U.N. had approved for sale to North America. Shortening the final 
destination in this manner would have violated the sanctions and Bayoil’s U.S. license. It also 
would have earned Bayoil additional profits, which was of particular concern at that time because 
such profits could have been used as a source of funds to pay illegal surcharges. 

In early June 2001, the U.N. Oil Overseers formally asked Bayoil to provide details about 
these shipments. Bayoil refused. The U.N. then requested the U.S. Mission to the U.N. to 
require Bayoil to provide the information, since Bayoil was a U.S. company. In mid August 
2001, the State Department formally asked OFAC to obtain the information from Bayoil. 

Meanwhile, the U.N. Overseers continued to demand that Bayoil provide them with a 
complete accounting of the shipments in question. Twice the Overseers threatened to inform the 
Security Council of Bayoil’s lack of co-operation. Each time Bayoil claimed the U.N. Overseers 
were prejudiced against them and refused to provide the information. 
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The U.N, again complained to the U.S. Mission to the U.N. In early 2002 , the State 
Department again asked OF AC - infonnally it appears - to get the information from Bayoil. In 
late April 2002 - eight months after the State Department’s initial request - OF AC asked Bayoil 
to report on its licensed activities. In May 2002, Bayoil responded by stating that it had not 
engaged in any licensed activities since 1997. OFAC then telephoned Bayoil to ask permission 
to release Bayoil’s response to the State Department and the U.S. Mission to the U.N. In July 
2002, Bayoil agreed on the condition that the response not be disclosed to anyone else, which 
presumably included the United Nations. 

In the end, OFAC never provided Bayoil’s letter - which was non-responsive to the 
U.N.’s concerns in any event - to either the State Department or the United Nations. The U.S. 
government failed to provide the U.N. with any meaningful assistance, and the U.N. never 
obtained the requested information. Neither OFAC nor the State Department conducted any 
further inquiry into Bayoil’s role in the Iraqi oil trade. 

Last month the Justice Department indicted Bayoil and its three principal officers for 
various crimes resulting from the payment of illegal surcharges to Iraq. 

Illegal Khor al-Amaya Shipments 

The Minority staff report also examines the Khor al-Amaya shipments. Over several 
weeks in Febmary and March 2003, Iraq loaded 7 large oil tankers with a total of over 7.7 
million barrels of oil at the port of Khor al-Amaya in southern Iraq, at the entrance to the Persian 
Gulf. These were the first loadings at Khor al-Amaya since the port had been damaged during 
the Iran-Iraq war in 1 980. Iraqi oil exports from Khor al-Amaya were not authorized under the 
Oil-for-Food program and did not have U.N. approval. They constituted the largest single 
instance of an illicit oil shipment out of Iraq by ship during the sanctions period. 

The oil tankers had been chartered by a Jordanian company acting on behalf of the 
Jordanian government. In exchange for the 7.7 million barrels oil, the government of Jordan 
wired over $53 million in hard currency to the government of Iraq. Subcommittee interviews 
with high-ranking Iraqis currently in detention, including former Vice President Taha Yasin 
Ramadan, confirm that these shipments were authorized at the highest levels of the Iraqi 
government and the oil proceeds went to bank accounts under the control of the Hussein regime. 

Each of the large tankers docked at the Khor al-Amaya terminal, filled its tanks with Iraqi 
crude oil, and then sailed for the port of Fujairah, in the United Arab Emirates, as shown on the 
second chart. Other shipping interests in the Persian Gulf who saw the oil tankers characterized 
the shipments as blatant violations of U.N. sanctions. Press reports raised questions about how 
the ships were able to travel the Persian Gulf with impunity. 
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U.N. inspectors and oil overseers interviewed by the Subcommittee stated they were 
surprised by the presence of the oil tankers. One U.N. oil overseer directly contacted the captain 
of the first ship to dock at Khor al- Amaya and told the ship it was carrying oil in violation of 
U.N. sanctions. 

In contrast, shipping communications obtained by the Subcommittee indicate that U.S. 
personnel appear to have had advance warning of the shipments and allowed them to continue. 
These communications involve a ship’s captain, some shipowners, the Jordanian company that 
chartered the 7 ships, and an American shipbroker which was also involved in some of the 
charters. These communications indicate the ships traveled with the full knowledge and 
acquiescence of the Maritime Interdiction Force (MIF), the naval force patrolling the Persian 
Gulf to prevent smuggling of oil from Iraq. The MIF was then under the command of a U.S. 
naval officer. The messages indicate, for example, that the Jordanians instructed their ship 
captains to contact Commander Harry French, a U.S. naval officer then assigned to the MIF, with 
the following message: “We are loading crude oil from the terminal at Khor al-Amaya for 
Millenium [the Jordanian company]: do you have any objection?” 

Shipping records obtained by the Subcommittee and contemporaneous reports indicate 
the MIF officers never objected to any of these shipments. Instead, the MIF allowed the ships to 
pick up their cargoes and leave unfettered. 

When objections were raised publicly to the Khor al-Amaya loadings, the U.S. company 
involved in chartering the ships for Jordan became concerned about the legality of the Khor al- 
Amaya shipments and decided to check with U.S. authorities to ensure that the company was not 
party to a transaction that violated U.S. law, U.N. sanctions, or U.S. foreign policy. The General 
Counsel for the company called the U.S. Commerce Department to discuss the shipments. He 
was eventually put in touch with an official from the State Department, Amy Schedlebauer. The 
General Counsel explained to her the circumstances of the shipments. Two hours later she called 
back and said, according to a contemporaneous email from the General Counsel describing the 
conversation, that her office was “AWARE OF THE SHIPMENTS AND HAS DETERMINED 
NOT TO TAKE ACTION.” The General Counsel told her there was another shipment on the 
way, and the State Department officer “repeated the quoted response and would say no more.” 

It is not clear who instructed the State Department official to convey this information to 
the U.S. company, or who within the Department of Defense instructed Commander Harry 
French not to object to the Khor al-Amaya shipments. Despite written requests by the 
Subcommittee Chairman and Ranking Member, and repeated verbal requests from both Majority 
and Minority staffs for unclassified briefings, neither the State nor Defense Departments has 
provided any information on why the United States permitted these apparent violations of the 
Iraqi sanctions. 


Thank you. 
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I. INTRODUCTION 

This Report presents the evidence ^thered by the U.S. Senate Permanent Subcommittee 
on Investigations (the “Subcommittee”) establishing that Charles Pasqua, the former French 
Minister of the Interior, and George Galloway, a newly-reelected Member of the British 
Parliament, were granted substantial oil allocations from the Hussein regime under the U.N. Oil 
for Food Program.’ In particular, the Subcommittee presents documents created by the Iraqi 
Ministry of Oil during the reign of Saddam Hussein, interviews with senior officials of the 
Hussein regime that were interviewed by the Subcommittee, and interviews of Hussein regime 
officials conducted by the U.S. Treasury Iraqi Financial Asset Team. 

That evidence shows that some of Pasqua’s allocations were personally approved by 
Saddam Hussein. In addition, the evidence reveals that Pasqua attempted to hide his activities 
for “political reasons” and because he “fear[ed] political scandals.” Similarly, an Iraqi Ministry 
of Oil document indicates that Galloway appeared to use a charity for children’s leukemia to 
facilitate at least one of his oil transactions. That evidence is presented below. 

II. IRAQ’S MANIPULATION OF THE OIL FOR FOOD PROGRAM 

Under the Oil for Food Program, Iraq was permitted to sell its oil and use those proceeds 
to purchase food, medicines, and other humanitarian goods. Despite Oil for Food’s noble 
intentions, the Hussein regime quickly exploited the Program for its own political purposes. One 
of its chief manipulations was the exploitation of “oil allocations” to gamer political influence 
around the globe. ^ 

To understand how the Hussein regime manipulated these oil transactions, one must 
begin with how Iraq sold its crude oil under the Program. The arm of the Iraqi government that 
managed the sale of Iraqi crude oil was the State Oil Marketing Organization, commonly called 
“SOMO.” In order to manage the volume of oil flowing through its pipelines, Iraq divided its oil 
supply into discrete units, typically ranging from 1 to 10 million barrels. It then allocated these 
units to prospective oil purchasers, essentially giving those recipients an option to purchase that 
allotment of oil. These options are typically called “allocations.” Assuming that SOMO and the 
purchaser could agree on other contractual terms, such as the loading schedule, the purchaser 
would contract with SOMO and proceed to buy the oil from Iraq.^ The Iraqis repeated this 
allocation process for each of the 1 3 six-month phases of the Oil for Food Program. 

Soon after the initiation of the Oil for Food Program, the Hussein regime manipulated 
this allocation process in an effort to maximize Iraq’s influence around the world. As one 
Hussein regime official described the scheme, Saddam used oil to his geopolitical and strategic 
advantage.^ The plan was simple: rather than granting allocations to traditional oil purchasers, 
Iraq gave priority to foreign officials, journalists, and even terrorist entities.^ The central 
purpose of this tactic, according to senior officials of the Hussein regime interviewed by the 


' The lenn “Oil for Food Program” refers to the program implemented pursuant to United Nations Security Council 
Resolution 986, dated April 14, 1995, and the Memorandum of Understanding between the United Nations and the 
Government of Iraq on May 20, 1996. Throughout this Report, the Oil for Food Program may be called the “OFF 
Program” and the “Program.” 

^ For a more complete discussion of the oil allocation process and how Saddam Hussein’s regime manipulated that 
process, please see the testimony of Mark L. Greenblatt, Counsel to the Permanent Subcommittee on 
Investigations, before the Subcommittee, dated November 15, 2004. 

^ Oil purchases under the Oil for Food Program were quite different from typical oil transactions. In particular, the 
U.N. was heavily involved in the sale of Iraqi oil under the Oil for Food Program. For instance, the U.N.’s Oil 
Overseers had to approve contracts signed between SOMO and oil purchasers, and participated in the setting and 
approval of the price for Iraqi oil. U.N. agents were also tasked with inspecting and verifying the loading of oil at 
authorized oil terminals. In addition, the proceeds from oil sales were held in escrow in a U.N.-monitored account 
at BNP Paribas, and could be used only to purchase approved goods under the Program. 

“ Subcommittee Interview of Senior Hussein Regime Official No.!, April 2005. 

^ Subcommittee Interview of Deputy Prime Minister Tariq Aziz, April 21, 2005; Subcommittee Interview of Vice 
President Taha Yassin Ramadan, April 18, 2005; Subcommittee Interview of Senior Hussein Regime Official 
No.l, April 2005. Terrorist individuals and entities who received allocations include the Popular Front for the 
Liberation of Palestine, Abu Abbas, and the Mujahedeen-e Khalq. 
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Subcommittee, was to engender international support for the Hussein regime and against the 
U.N.'s sanctions.*^ 

By allocating the oil to favored people or entities, the regime forced oil purchaser to 
obtain allocations from those favored few. Those allocation holders essentially became 
gatekeepers to Iraqi oil. As gatekeepers, they demanded a “commission,” which typically ranged 
from 3 to 30 cents per barrel. In light of the fact that most allocations consisted of millions of 
barrels of oil, such commissions were quite lucrative, reaching hundreds of thousands of dollars 
per allocation. Therefore, these allocations wer« extremely valuable, and by doling them out to 
favored individuals and entities, the Hussein regime could siphon millions of dollars to a foreign 
official, journalist, or terrorist entity - without actually paying a dime. 

In an interview with the U.S. Treasury Iraqi Financial Asset Team, a Hussein regime 
official described how Saddam Hussein devised this plan in simple terms: 

[The source] stated that Saddam Hussein began to utilize the 
Memorandum of Understanding [the Oil for Food Program] to sell oil to 
people who supported him. [The source] explained that this was done in 
order to enhance the power of Saddam Hussein. Saddam Hussein 
instructed that the price [of oil] should be made as low as possible and 
made beneficial to his supporters. Inside SOMO this system was 
nicknamed the “Saddam Bribery System.”^ 

Other senior members of the Hussein regime confirmed that the “Saddam Bribery System” used 
oil allocations in an effort to buy political influence around the world. For instance, the Vice 
President of the Hussein regime, Taha Yassin Ramadan, confinned to the Subcommittee that the 
allocations were indeed “compensation for support.”* The Vice President also confirmed that “I 
know these people [i.e., allocation grantees] get [a] benefit.”'^ Another senior Hussein official 
confirmed that the allocation scheme was “buying influence.”'® When asked whether allocation 
recipients would make a profit from the oil transactions, that official declared: “That’s the whole 
point.”" 

The Hussein regime used these lucrative allocations in its primary political struggle - 
ending U.N. sanctions. To that end, it primarily favored those individuals and entities from 
countries on the U.N. Security Council. Senior Hussein regime officials and numerous Ministry 
of Oil documents confirm that the regime steered a massive portion of its allocations toward 
Security Council members that were believed by the Hussein regime to support Iraq in its efforts 
to lift sanctions - namely, Russia, France, and China.’^ For example, several Oil Ministry charts 
expressly separate the allocation recipients by country and specify whether the country is a 
permanent member of the Security Council. Russia, a permanent member of the Security 
Council, was consistently the largest recipient of oil allocations and, according to one Hussein 
regime official, this affinity for Russia resulted from Saddanf s desire to show “gratitude” to the 
Russians for their support at the U.N. Security Council.'^ To ensure that the profits of the oil 


^id. 

’ Memorandum of Interview of former regime official by U.S. Treasury Iraqi Financial Asset Team on March 24, 
2004 (Interview #50). According to nuriKrous sources and documents, members of the Iraqi government would 
routinely refer to the Oil for Food Program as “the Memorandum of Understanding,” or similar terms. This term 
refers to the Memorandum of Understanding executed on May 20, 1996 between the Government of Iraq and the 
United Nations Secretariat that governed the inplcmentation of U.N. Security Council Resolution 986. In order to 
protect the soiuces and methods used to obtain this evidence, memoranda of interviews conducted by the 
Subcommittee and the U.S. Treasury Iraqi Financial Asset Team are not included as exhibits to this Report. 

* Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005. 

^Id 

Subcommittee Interview of Senior Hussein Regime Official No. 2, April 2005; see also Subcommittee Interview 
of Deputy Prime Minister Tariq Aziz, April 21, 2005; Subcommittee Interview of Senior Hussein Regime Official 
No. 1, April 2005. 

“ Subcommittee Interview of Senior Hussein Regime Official No. 2, April 2005. 

Subcommittee Interview of Deputy Prime Minister Tariq Aziz, April 21, 2005; Subcommittee Interview of Vice 
President Taha Yassin Ramadan, April 18, 2005 (describing a “priority list” of countries that were supportive of 
Iraq and were granted preferential treatment in oil allocations); Conqjrehensive Report of the Special Advisor to 
the DCI on Iraq’s WMD dated September 30, 2004, Volume I C'Duelfer Report”), p. 31. 

Subcommittee Interview of Senior Hussein Regime Official No.l, April 2005. 
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transactions would remain in the favored country, allocatiom recipients were required to assign 
their oil rights to purchasers in their country.*'* 

The recipients of the allocations were determined by a committee of Saddam Hussein’s 
closest advisors, including Deputy Prime Minister Tariq Aziz and the Minister of Oil Amir 
Muhammad Rashid.'^ The committee was led by the Vice President of Iraq, Taha Yassin 
Ramadan.’^ Every six months, the committee would meet to review the allocations and make 
decisions concerning allocations in the upcoming phase.*^ The committee would evaluate 
“Special Requests” made by individuals around the world who were soliciting allocations.** The 
principal criterion for granting the “Special Requeste” - i.e., granting an allocation - was the 
individual’s support for Iraq.'^ Once the committee determined the allocations for the upcoming 
phase, the Vice President would generally discuss the allocations with Saddam Hussein.^^ 

in. CHARLES PASQUA 

A. Pasqua’s Political Career 

Charles Pasqua is a prominent and controversial French politician. His political career 
began in 1 947, when he helped found the ultra-Gaullist political party Rassemblement du Peuple 
Francais (meaning “Rally for France”). Since then, Pasqua has represented the Hauts-de-Seine 
deparement as deputy to the French National Assembly from 1968 to 1973, and as a senator 
from 1981 to 1986- From 1986 to 1988 and irom 1993 to 1995, he served as Interior Minister in 
charge of law enforcement, and in 2003, he served as a deputy to the European Parliament, 
where he advocated France’s withdrawal from the European Union. In 2004, Pasqua ran for re- 
election to the European Parliament, but was unsuccessful.^' 

Pasqua, a long-time friend and political ally of French President Jacques Chirac, has been 
dogged by allegations of corruption for years.^^ According to an article in the Sunday Telegraph 
in 2004; 


A French judge wants to interview Mr. Pasqua in connection with four 
corruption investigations, including alleged money laundering to finance 
his Right-wing Rassemblement pour la France (RPF) political party and 
the illegal sale of arms to Angola in the late 1990s. 

Although Pasqua was under judicial investigation for this array of corrupt activities, he was 
immune from prosecution under French law as an elected official. 

When Pasqua lost his seat in the European parliament, however, he would have lost his 
immunity. As a result, Pasqua reportedly wrote to French President Jacques Chirac requesting 
assistance in getting elected to the French Senate, which would restore his immunity: 

Charles Pasqua had let it be known that he expected a little help from his 
powerful friends after losing his legal immunity when he failed to be re- 
elected as Euro-MP in June. After his disastrous showing, the former 
interior minister wrote to the president calling on his support. His 
immunity was restored when he was elected to a seat in the Senat, 


'“w. 

Subcommittee Interview of Deputy Prime Minister Tariq Aziz, April 21, 2005; Subcommittee Interview of Vice 
President Taha Yassin Ramadan, April 18, 2005-, Subcommittee Interview of Senior Hussein Regime Official 
No.I, April 2005. 

Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005; Subcommittee interview of 
Senior Hussein Regime Official No.I, April 2005. 

Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005. 

'Ud. 

^Ud. 

See International Herald Tribune, “Both Sides Try to Spin French Senate Election; Chirac Support Slips as 
Opposition Gains,” September 28, 2004. 

See Sunday Telegraph, “Corrupt? Moi? Don’t Be Silly, Fm a Politician - and a Friend of Jacques,” October 3, 
2004. 
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France’s second house of parliament, last week after support from 
members of Mr. Chirac’s UMP party.^^ 

B. Relationship With The Hussein Regime 

As Interior Minister, Charles Pasqua was a vocal supporter of restoring economic ties 
with the Hussein regime. For example, in October 1993, Pasqua reportedly “stunned the French 
Foreign Ministry” by granting Iraqi Deputy Prime Minister Tariq Aziz a visa to visit France. 
The purpose of Aziz’s visit was ostensibly for medical treatment, but Pasqua reportedly 
“infuriated” the Foreign Ministry by acknowledging that he met with Aziz to discuss 
reestablishing relations between France and Iraq once U.N. sanctions were lifted.^^ Six months 
later, at the March 1 8, 1 994 meeting of the U.N. Security Council, France called for a statement 
recognizing that Iraq had taken positive steps to comply with the U.N. commission focusing on 
weapons of mass destruction. Referencing the Security Council meeting, the Washington Post 
reported: “France is seeking future agreements [with Iraq] for its oil companies and is pressing 
other commercial ventures in the high-tech realm.” According to the article, U.S. intelligence 
sources believed that “France’s Minister of the Interior, Charles Pasqua is coaching the Iraqi’s 
behind the scenes.”^’ 

In early October 1994, a senior advisor to Pasqua told the press that France had “made a 
mistake” in supporting coalition forces in the Gulf War, and that “the time [had] come to return 
to Iraq, our natural ally in the Gulf Shortly thereafter, on October 11, Pasqua again met with 
Deputy Prime Minister Aziz, this time in New York. Aziz informed Pasqua that Iraq planned to 
withdraw from the Organization of Petroleum Exporting Countries and would sell oil to France 
and other “friendly nations” at 40% of world prices.^^ Approximately two weeks later, Bernard 
Guillet, Pasqua’s foreign affairs advisor, told a colloquium on the U.N. embargo that he hoped a 
“French interests section” would be opened in Baghdad and warned that if sanctions continued, 
Iraq would be “reduced to despair. 

IV. EVIDENCE THAT CHARLES PASQUA WAS GRANTED OIL ALLOCATIONS FROM 

THE HUSSEIN REGIME 

A. Summary 

The Subcommittee has uncovered evidence that the Hussein regime granted allocations 
of 1 1 million barrels of oil to Charles Pasqua. The evidence includes internal documents of the 
Iraqi Ministry of Oil created during the reign of Saddam Hussein. In addition, senior Hussein 
regime officials that were interviewed by this Subcommittee confirmed that Iraq granted oil 
allocations under the Oil for Food Program to Charles Pasqua.^' As reflected in the chart below, 
those allocations to Pasqua fell in Phases VI, VII and VIII of the Oil for Food Program. 


See The Washington Post, “Christopher May Find French Foreign Policy Obscured by Political Intrigue,” January 
24, 1994. 

See id. 

See The Washington Post, “The Saddam Lobby,” May 8, 1994. 

See id. 

See Times Newspapers Limited, “Saddam Heads forFiial Victory in the GulfWar,” October 2, 1994. 

See The Washington Times, “France, Britain Oppose Enforcing Exclusion Zone,” October 13, 1994. 

See Agence France Presse, “Iraq Pleads for ‘Solid Relations* with France,” October 27, 1994. 

Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005; Subcommittee Interview of 
Senior Hussein Regime Official No.l, April 2005. 
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Oil Allocations Granted to Charles Pasqua by the Hussein 
Regime Under the Oil for Food Program 


PHASE 

DATES 

ALLOCATION AMOUNT 

V} 

May 1999 -December 1999 

4 Milbon Bands 

VII 

Decen*er 1999 - June 2000 

3 Million Barrels 

Vlll 

June 2000 - December 2000 

4 Million Barrels 

Total Allocations for Charles Pasqua = 

11 Million Barrels'” 


When asked by the media whether he had received allocations from the Hussein regime, Pasqua 
denied the allegations.^^ In particular, Pasqua stated: “1 have never received anything from 
Saddam Hussein.”^'* 

The evidence concerning the Pasqua allocations is presented and examined below. 

B. Allocation In Phase VI 

1. Saddam Hussein’s Approval of the Allocation to Pasqua 

On June 17, 1999, the Executive Director of SOMO sent a handwritten note to the 
Minister of Oil concerning “The French Personality (Charles Pasqua).”^^ In the first line of this 
letter, SOMO indicates that Saddam Hussein personally approved an allocation to Charles 
Pasqua, stating: “The president leader ... has approved the allocation of 3 million barrels to the 
French personality (Charles Pasqua).” SOMO then describes a problematic meeting with 
Pasqua’s agent and requests that the Minister of Oil provide some advice concerning Pasqua’s 
allocation. 

In particular, SOMO stated that Pasqua’s agent, a man named Bernard Guillet, had 
declared that Pasqua wanted a Swiss company called Genmar to contract for his allotted oil. 
Guillet stated that Genmar was their “chosen company.”^^ In response, SOMO indicated that, 
since Pasqua was a “French personality,” it was “essential” that a French company lift his 
allocations. According to the SOMO letter, Guillet explained that this was “impossible for 
political reasons." Guillet also indicated that he had previously “explained the situation to 
[Deputy Prime Minister] Tariq Aziz.” SOMO then requested that Guillet “provide us with a 
letter in which Mr. (Charles Pasqua) authorizes (Genmar) company to lift the crude oil.” 
According to SOMO, Guillet refused to send such a letter, explaining that “they cannot do that 
fearing political scandals.”^’ 

On June 19, 1999, two days after SOMO’s June 17'^ letter concerning Pasqua, Tariq 
Aziz’s staff informed SOMO that Bernard Guillet was the authorized representative of Charles 
Pasqua: 


See, e.g., Comprehensive Report of the Special Advisor to tihe Director of Central Intelligence on Iraq’s WMD, 
Annex 8, September 30, 2004 (the “Duelfer Report”)- 

^^See Fox News, “French Connection to Oil for Food Probed,” December 5, 2004, 

http://wvvw.foxnews.com-^storv/02C29332C14Q4782C00.hmil . 

See Letter from Saddam Zeben Hassan to H.E. the Oil Minister, June 17, 1999 

Id. On April 26, 2005, Pasqua’s agent Bernard Guillet was arrested by French authorities in connection with Mr. 
Guiilet’s activities under the Oil for Food Progam. See Associated Press, “French Ex-Minister Denies Scandal 
Ties,” April 28, 2005. 

^^Id. 


5 



91 


Please be informed that Mr. (Bernard Guillet) is the diplomatic and 
political advisor of Mr. (Charles Pasqua), the French politician and 
former Minister of the Interior; Mr. Guillet represents Mr. Pasqua in 
receiving the oil allocation allotted to the latter.^* 

That same day, the Executive Director of SOMO and the Oil Minister held a telephone 
conference to discuss the allocation to Clwles Pasqua. The substance of that conference was 
captured in a follow-up letter from SOMO to the Oil Minister. That letter was entitled “The 
French Personality Charles Pasqua” and states: 

With reference to the telephone conversation with your Excellency this 
morning, 06/19/1999, the Swiss company Genmar is the authorized 
company by Mr. Charles Pasqua to lift the quantity allocated to him in 
phase 6. 

SOMO then indicated that it would execute a contract with Genmar for Pasqua’ s allocation. 

2. Genmar Purchases OH Allocated to Pasqua 

Later that day, June 19, 1999, SOMO did in fact sign a contract with Genmar.'*° SOMO 
then forwarded the contractual terms to the Oil Minister for approval. In describing the contract, 
SOMO indicated that the allocation for the contracted oil had been granted to Charles Pasqua. 
SOMO also reiterates that the Pasqua allocation had been approved by Saddam Hussein: 

Based on the statement of special requests in phase 6 that was approved 
as per the letter of the presidency of the republic/the secretary..., please 
find below the details of the contract signed with Genmar Company 
(Charles Pasqua) as follows: 

1 - Number of Contract: M/06/74 

2 - Date of Contract: 06/19/1999 

3 - Name of Company Buyer: Genmar Resources GMBH, (Charles Pasqua) 

According to senior representatives of the Hussein regime that were interviewed by the 
Subcommittee, this correspondence followed the customary form by which SOMO would 
request approval of Oil for Food contracts from the Oil Minister.**^ In addition, those senior 
regime officials confirmed that the name in parentheses following the name of the contracting 
company was the name of the recipient of the oil allocation.'*^ Accordingly, this SOMO approval 
letter clearly indicates that Genmar had contracted for the oil allotted to Charles Pasqua. The Oil 
Minister approved the contract the next day. Several weeks later, two million barrels of oil were 
lifted by Genmar pursuant to Contract M/06/74.‘*‘* 

3. Pasqua Granted an Additional Allocation in Phase VI 

Later in Phase VI, the Iraqis granted Pasqua a supplemental allocation. On October 5, 
1999, the Executive Director of SOMO wrote to the Oil Minister to discuss “Additional 
Quantities in Phase 6.”'*^ SOMO indicated that “All companies we do business with... have 
shown the desire to obtain additional quantities during this phase.” SOMO also attached a list 
that detailed the Phase VI allocation holders and the additional quantities of oil they sought. 


See Letter from Dr, Sami Sa’doun, Director of the Deputy Prime Minister’s Office, to H.E. Mr. Saddam Zeben, 
dated “6/19.” Although the letter does not indicate the year it was written, its placement in chronological order 
with numerous documents from June 1999 confirm that it was written on June 19, 1999. 

See Letter from Saddam Zeben Hassan to H.E. The Oil Minister, June 20, 1999. 

See SOMO Crude Oil Sales Contract No. M/06/74. Because oil contracts under the Oil for Food Program contain 
standard language, the Subcommittee has included the entire contract for M/09/23, but will include only the cover 
and signature pages of subsequent contracts. 

*’ See Letter of Saddam Zeben Hassan to H.E. the Oil Minister, June 21, 1999. 

Subcommittee Interview of Senior Hussein Regime Official No.l, April 2005. 

Id. 

See SOMO Commercial Invoice Nos. C/225/99 and C/231W. 

See Letter of Saddam Zeben Hassan to H.E. die Oil Minister, October 5, 1 999. 
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A handwritten note at the bottom of the letter, presumably written by the Minister of Oil, 
indicated that the supplemental allocations were being considered by the Vice President of Iraq 
and Tariq Aziz: 

It is still under discussion awaiting for the instructions of the vice- 
president of the republic... taking into consideration that the deputy 
prime minister endorsed the increase of ! million barrels and 0.7 million 
barrels as indicated. 

Below these handwritten comments api^rs: “Pasqua 1 million.” This notation suggests that 
Tariq Aziz, the Deputy Prime Minister of Iraq, had endorsed the increase of Pasqua’s allocation 
by I million barrels. 

Attached to SOMO’s letter was the list reflecting Phase VI allocation holders. That chart, 
entitled “Table No. 1,” indicated who the allocation recipients were, the volume of the initial 
allocation for Phase VI, and how many additional quantities of oil they had requested. On the 
second page of Table No. 1 , under the heading “Special Requests” for “France,” the list indicates 
that Charles Pasqua was granted an initial allocation of 3 million barrels. The chart also 
indicates that Pasqua requested an additional quantity, but that the requested increase was 
“unspecified.” 

Pasqua’s request for a supplemental allocation was apparently granted, as evidenced by 
the fact that SOMO and Genmar amended their contract to increase the volume by another 1 
million barrels. On October 14, 1999, just days after Tariq Aziz approved the supplemental 
allocation to Pasqua, SOMO and Gerunar submitted letters to the U.N. seeking approval for the 
additional million barrels.'*'^ The U.N. approved the l-million-barrel increase several days later.'*’ 
A couple weeks after that, one million barrels of oil were lifted by Genmar pursuant to the 
amended contract."** 

The fact that Pasqua’s Phase VI allocation was increased by an additional million barrels 
is confirmed in a SOMO chart written on December 17, 1999, immediately after Phase VI had 
ended."*’ That chart, entitled “Statement of Quantities Allocated in the Phase Subsequent to 
Phase VI (Special Requests),” provides detailed information concerning the individuals who 
received oil allocations, In particular, the chart divides the allocation grantees by country, and 
indicates the size of their allocation in Phases V, VI and the period after Phase VI. The table 
also designates which countries were members of the U.N. Security Council, and with even more 
specificity, points out which were “Permanent Member Countries.” As a result, this chart 
illustrates how the Hussein regime singled out the permanent members of the U.N. Security 
Council for preferential treatment in order to undermine the U.N.’s sanctions. 

With respect to Pasqua, the chart indicates that the former Minister of the Interior 
received a 4-miIlion barrel allocation in Phase VI. That 4 million barrel figure was comprised of 
the 3 million barrel initial allotment, and the supplemental I million barrels approved by Tariq 
Aziz in October 1999. This chart provides additional evidence that Pasqua asked for, and was 
granted, a supplemental allocation of 1 million barrels in Phase VI. 

C. Allocation In Phase VII 

The SOMO chart created on December 17, 1999 that is discussed above also indicates 
that Pasqua was granted an allocation in Phase VII of the Oil for Food Program. Under the 
column “Allocations in the Phase Subsequent to Phase 6,” the chart indicates that Pasqua was 
granted another 3 million barrels.^ 

With this chart in mind, SOMO signed a contract with Genmar for the 3 million barrels 
that had been allotted to Charles Pasqua.^’ That contract was numbered M/07/92. Immediately 


See Letter from Saddam Z. Hassan to the “UN Overseers ” October 14, 1999; see also Letter from Genmar 
Resources GMBH to United Nations, October 22, 1999. 

See Letter from the Oil Overseers to Genmar Resources GMBH, October 27, 1999. 

See SOMO Commercial Invoice No. C/286/99. 

See “Statement of Quantifies Aliocafed in the Phase Subsequent to Phase Six (Special Requests),” December 17, 
1999, 

™ The initial entry for Pasqua’s post-Phase VI alkKation was 4 million barrels. That figure, however, was crossed 
out by hand and replaced with a “3.” It is unclear vdiy this adjustment was made. 

See SOMO Crude Oil Sales Contract No. M/07/92. 
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after signing that contract, SOMO forwanled the pertinent contractual terms to the Oil Minister 
for approval.^^ In doing so, SOMO confirmed that this contract was on behalf of Pasqua: 

Based on the statement of ailrxiations in phase 7 that was modified and 
approved on 12/17/1999, please find below the details of the contract 
signed with Genmar Company (Charles Pasqua) as follows: 

1 “ Number of Contract: M/07/92 

2 - Date of Contract: 01/22/2000 

5 - Quantity: 3 million barrels 
The Oil Minister approved the contract in short order. 

D. Allocation In Phase VllI 

As in the previous two Phases, the Hussein regime granted an oil allocation to Charles 
Pasqua in Phase VIII. A SOMO chart, entitled “Statement of Allocations for the Phase 
Subsequent to Phase 7,” indicates that Pasqua was granted an allocation of 4 million barrels for 
Phase VIII, the “Phase Subsequent to Phase 7.”^^ 

Later in Phase VIII, SOMO signed a contract with Genmar for those 4 million barrels that 
had been allotted to Pasqua.^^ The Executive Director of SOMO then infonned the Oil Minister 
of the Genmar contract, indicating that the oil had been allocated to Pasqua: 

With reference to your editorial comment on 06/25/2000 regarding the 
statement of allocations in phase 8, please find below the details of the 
contract signed with Genmar Resources GMBH Company (Charles 
Pasqua): 

1 - Number of Contract: M/08/1 13 

2 - Date of Contract: 09/21/2000 

5 - Quantity: 4 million barrels.^^ 

The Minister of Oil approved the contract just a few days thereafter. Several weeks after the 
contract was approved, Genmar lifted roughly 3.6 million barrels of Iraqi crude oil - oil that had 
been allocated to Pasqua.^* 


V. ALLOCATIONS TO PASQUA’S ASSISTANT BERNARD GUILLET 

Additional evidence obtained by the Subcommittee indicates that Charles Pasqua’s 
representative, Bernard Guillet, also received oil allocations under the Oil for Food Program. 
SOMO documents indicate that Mr. Guillet was granted oil allocations in Phases X, XII and XIII 
totaling 5 million barrels. 


See Letter from Saddam Zeben Hassan, Executive Director of SOMO, to H.E. the Oil Minister, January 24, 2000, 

See “Statement of Allocations for the Phase Subsequent to Phase Seven” (excerpt). The first page of this chart 
indicates that the document was prepared on June 14, 2(X)0. 

See SOMO Crude Oi! Sales Contract No. M/08/1 13. 

” See Letter from Saddam Zeben Hassan to H.E. the Oil Minister, September 2 1 . 2000. 

See SOMO Commercial Invoice Nos. C/282/2000, a281/2(K)0, C/297/20(K), and C/296/2000. 
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Oil Allocations Granted to Bernard Guillet by the Hussein 
Regime Under the Oil for Food Program 

PHASE ALLOCATION AMOUNT 


X 2 Milticm Barrels 

XI I S Million Barrels 

XIIl I 5 Million Barrels 


Total Allocations for Bernard Guillet = 5 Million Barrels^^ 


It is unclear whether those allocated amounts were for the benefit of Mr. Pasqua. 

VI. CONCLUSION 

Documents created by the Ministry of Oil during the Hussein regime and interviews of 
high-ranking Hussein regime officials conducted by the Subcommittee provide substantial 
evidence that Charles Pasqua was granted oil allocations for 1 1 million barrels of oil from the 
Hussein regime under the Oil for Food Program in return for his continued support. 

♦ ♦ ♦ 


See, e.g.. The Duelfer Report, Annex B. In certain documwits Mr. Guillet’s name is spelled “Giyeh,” reflecting 
the translation of the name from Arabic to English. 
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VII. GEORGE GALLOWAY 
A. Background 

1. Outspoken Supporter of Iraq and Hussein Regime 

As a Member of the British Parliamait, George Galloway was an outspoken supporter of 
Iraq and the Hussein regime. For instance, during one of his meetings with Saddam Hussein, 
Galloway told the Iraqi dictator: “I salute your 
courage, your strength, your indefatigability.”^* 

Similarly, as a guest speaker at an annual 
international conference in May 2001 on lifting 
the sanctions against Iraq that was hosted by 
former Deputy Prime Minister Tariq Aziz, 

Galloway described Iraq as “the center of a 
crusade against globalization backed by the 
U.S.”^^ Galloway later called Mr. Aziz, “my 
dear, dear friend.”^® 

After the liberation of Iraq by the 
coalition led by the United States and the United 
Galloway compared the presence of U.S. and U.K. troops in Iraq with the Nazi occupation of 
France during World War 11, and insisted that Iraqi insurgents had “a legal and moral right to 
resist foreign occupiers of their country.”^’ In October 2004, Galloway was expelled from the 
Labour Party because of his outspoken comments concerning the Iraq war.^’^ 

After his expulsion from the Labour Party, Galloway 
founded the Respect party, an acronym for “Respect, Equality, 
Socialism, Peace, Environment, Community, Trade 
Unionism.”^^ Respect espouses a belief that “there is an 
alternative to imperialist war, unfettered global capital, and the 
rule of the market.”^ On May 5, 2005, Galloway was re- 
elected to Parliament. 


Galloway with Tariq Aziz 




... , Galloway meets with Saddam Hussein 

Kingdom, 


See BBC, "Galloway Denies Saddam ’Fawning',” November 16, 2004. This article indicates that Galloway later 
attempted to clarify his comment, saying that it was directed at die Iraqi people in general. 

Bulletin, “UN Sanctions will in the end be lifted from Iraq - Deputy PM Aziz,” May 5, 2001. 

^ See The Times, “Globetrotter’s 14 trips paid for by ^peal,” April 23, 2003. 

See The Sunday Times, “Galloway Compares Iraqi Insurgents to French Resistance,” November 23, 2003, 

See BBC, “Galloway Expelled by Labour,” October 24, 2004. 

See The Constitution of Respect - The Unity Coalition, September 13, 2Q04. 
id. 
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2. Founded the “Mariam Appeal” 

In 1998, Galloway established and served as the first chairman of an anti-sanctions 
campaign named for Mariam Hamza, a 4-year old Ir^i girl suffering from leukemia. Initially 
Galloway declared that funds raised by the organization, 
called the “Mariam Appeal,” would be i^ed to pay for the 
girl’s treatment in the U.K. and “to demand the l^ing of the 
sanctions on Iraq.”^'^ Galloway al«5 indicate that, once 
Mariam’s treatment was funded, excess donations would be 
directed to medical aid for Iraqi children.^^ Later, Galloway 
stated that the foundation was “a political campaign that was 
involved in a life-or-death struggle against the might of the 
British and American State. 

In April 2003, the Charity Commission of England 
and Wales launched an investigation into the finances of the 
Mariam Appeal.^* Galloway indicated that the Appeal raised George caiioway wsscs Mariam Hamzc 
nearly one million pounds over four years.®’ Of that sum, the 

United Arab Emirates allegedly contributed 500,000 pounds, a Saudi Arabian donor gave 
100,000 pounds, and "the bulk of the rest" came from Fawaz Zureikat, a Jordanian 
businessman.’® Galloway insisted that Mariam’s Appeal “received no money from Iraq.”” The 
Commission’s investigation lasted for more than one year, and it ultimately determined that the 
Mariam Appeal should have been registered as a charity.’^ The Commission’s report also stated 
that: “Some of the activities of the Appeal were political by nature, in particular a campaign to 
end the sanctions against Iraq.”’^ It ^so noted that the “books and records” of the Appeal had 
been taken out of England and moved to Amman, Jordan.’* The Commission also found that, 
although certain salary payments to Appeal employees were unauthorized, there was no evidence 
of bad faith on the part of the Appeal’s Executive Committee.’^ According to evidence from the 
Ministry of Oil, both Zureikat and Galloway’s Mariam Appeal were involved in the oil 
allocations granted Galloway. That evidence is examined below. 

3. Galloway Denies Allegations 

Galloway has consistently denied receiving any money or oil from the Hussein regime. 
He called allegations that he received hundreds of thousands of British pounds from Saddam 
Hussein “a lie of fantastic proportions.”’® In a statement issued in 2003, Galloway declared: “I 
have never solicited nor received money from Iraq for our campaign against war and sanctions. I 
have never seen a barrel of oil, never owned one, never bought one, never sold one.”” 



“ See The Scotsman, “Calloway Iraq appeal cleared of impropriety over funds,” June 29, 2004. 

^ See The Times, “Globetrotter’s 14 oips paid for by appeal,” April 23, 2003. 

See BBC, “Probe into Galloway’s Mariam Appeal.” April 25, 2003. 

See The Guardian, “Charity Commission Launches Galloway Inquiry,” April 25, 2003. 

™ See The Charity Commission of England and Wales, “The Mariam Appeal,” June 29, 2004; The Guardian, 
“Charity Commission Launches Galloway Inquiry,” April 25, 2003. The name of the Jordanian businessman has 
been spelled many different ways. For purposes of this Report, his name will be spelled “Fawaz Zureikat,” unless 
it appears differently in a quoted document. 

'’'id. 

See The Charity Commission of England and Wales, “TTie Mariam Appeal,” June 29. 2004; The Scotsman. 
“Galloway Iraq appeal cleared of impropriety over funds,” June 29, 2004. 

Id. 

Id. 

’Ud. 

See BBC, “Probe into Galloway’s Mariam Appeal,” April 25, 2003. 

’’ See Statement of George Galloway, reprinted in die Guardian, A|hi1 22, 2003. 
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VIII. EVIDENCE THAT GEORGE GALLOWAY WAS GRANTED OIL ALLOCATIONS 

FROM THE HUSSEIN REGIME 

A. Summary 

As detailed below, the Subcommitt^ has uncovered significant evidence that George 
Galloway was allocated millions of barrels of crude oil under the OFF Program. The evidence of 
Galloway’s allocations is primarily comprised of internal documents from the Hussein-era 
Ministry of Oil, documents from the Ministry of Oil created after the fall of the Hussein regime, 
interviews of senior officials of the Hussein regime conducted by the Subcommittee, and 
interviews of Hussein regime officials conducted by the U.S. Treasury Iraqi Financial Asset 
Team. 

In April 2005, the Vice President of Iraq, Taha Yasin Ramadan, told the Subcommittee 
that Galloway had been granted oil allocations “because of his opinions about Iraq” and because 
Galloway “want[ed] to lift the embargo against Iraq.”^* In 2003, another Hussein official told 
investigators of the U.S. Treasury Department that “a member of the British Parliament benefited 
tremendously from the illegal trade of oil by Iraq,” and specifically identified Galloway: 

[The source] stated that George Galloway, Labor Party, was the owner of 
a company . . . that was involved in the Iraqi oil trade scheme.^^ 

According to the evidence presented in the Duelfer Report, the Hussein regime granted Galloway 
six oil allocations totaling 20 million barrels of oil, starting in Phase VIIl of the Program (2000) 
and continuing through Phase XIII (2003).*° 

Oil Allocations Granted to George Galloway by the 
Hussein Regime Under the Oil for Food Program 


PHASE 

DATES 

ALLOCATION AMOUNT 
(MILLION BARRELS) 

VJIl 

June 2000 - December 2000 

40 

IX 

December 2000 - July 2001 

to 

X 

July 2001 - November 2001 

3,0 

XI 

December 2001 - May 2002 

30 

XII 

May 2fX)2 - December 2002 

(SO 

xm 

December 2002 - June 2003 

30 


Total Allocations to George Galloway = 20.0 MillioD Barrels*’ 

For each of Galloway's allocations, the evidence indicates that SOMO contracted with 
one of two entities - Aredio Petroleum-France or Middle East Advanced Semiconductor, Inc. 
(“Middle East ASI”). The President of Middle East ASI was Fawaz Zureikat, who facilitated 
several oil transactions for Galloway. For instance, one Hussein regime official confirmed: 

[H]e was aware that Galloway received an oil allowance of over 3 
million barrels of oil. Galloway used a foreign company to broker the 
sale of the oil allowances. The name of the company was Middle East 
Semi-conducting Company (MESCC). [The source] identified the 
owner/manager of MESSC as Fawaz Zureqat.*^ 


Subcommittee Interview of Taha Yassin Ramadan, April 18, 2005, 

Memorandum of Interview of former regime official by U.S. Treasury Iraqi Financial Asset Team on November 
6, 2003 {Inter\'iew#17). 

See Duelfer Report, Annex B. 

Id. 

Memorandum of Interview of former regime official by U.S. Treasury Iraqi Financial Asset Team on January 1 6, 
2004 (Interview # 1 3), 
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The evidence presented in this Rqjort focuses on four of the oil allocations granted to 
Galloway. Specifically, the Subcommittee has obtained evidence concerning allocations granted 
to Galloway in Phases IX, XI, XII and XIII. 

B. Allocation In Phase IX 

The first allocation for which the Subcommittee has documentary evidence of 
Galloway’s involvement took place in 2001. On January 13, 2001, a company called ‘"Aredio 
Petroleum - France” executed an oil purchase contract with SOMO.*^ That contract was 
numbered M/09/23. The next day, SOMO requested approval of Contract M/09/23 from the Oil 
Minister. In describing the contract, SOMO stated that the contract was signed with “Aredio 
Petroleum Company (Fawaz Zuraiqat - Mariam’s Appeal).”^** According to senior Hussein 
regime officials that were interviewed by the Subcommittee, SOMO’s letter followed the 
traditional form used to request approval from die Oil Minister.*^ At least one regime official 
also confirmed to the Subcommittee that the name in parenthesis after the name of the oil 
purchaser was the name of the allocation recipient.®^ 

In this case, the letter indicated that the oil had been allotted to “Mariam’s Appeal,” 
Galloway’s purported charity to help the four-year old leukemia victim. This document indicates 
that Galloway may have used the charitable organization to conceal payments from the oil 
allocation he had received from the Hussein regime. 

Another SOMO document makes a more direct link between the oil underlying Aredio’s 
January 2001 contract and George Galloway. That document is a chart created after the fall of 
the Hussein regime entitled, “Crude Oil Allocations during Phase 9 of the Memorandum of 
Understanding.” It lists every oil contract in Phase IX of the Program and indicates the person or 
entity that had been allocated that oil.®’ The entry for Contract M/09/23 indicates that the 
contract was executed with “Mr. Fawaz Zuraiqat/George Galloway/Aredio Petroleum - French.” 
This SOMO document shows that the allocation for Contract M/09/23 was not just for Mariam’s 
Appeal, but also for George Galloway. 

Roughly two weeks after the contract was signed, Aredio Petroleum lifted 1,014,403 
barrels of oil pursuant to M/09/23.®® SOMO documents reveal that, in connection with this oil 
transaction, Iraq demanded an under-the-table payment totaling about $300,000 to be paid to the 
Hussein regime. 

This payment was part of a larger Iraqi effort to obtain illegal “surcharges” on oil sold 
under the Oil for Food Program. The SOMO chart examined above, called “Crude Oil 
Allocations during Phase 9 of the Memorandum of Understanding,” states that the Hussein 
regime “imposed” a surcharge on each contract in Phase IX: 

Due to the special nature of this phase as the fornier regime imposed 
commission on the contractors (surcharge amount) and since many 
companies refused to pay said surcharge, therefore, instructions were 
given to contract with any company willing to pay the surcharge. 

Since this chart also lists Aredio as a contractor on M/09/Q3, it suggests that Aredio was “willing 
to pay the surcharge.” 

Another SOMO document created after the fall of Hussein regime indicates that Aredio 
did, in fact, pay the demanded surcharge to the Hussein regime in connection with this contract. 
That document, a Ministry of Oil chart entitled “List of Surcharges,” details (i) each contract for 
the purchase of oil in Phases VIII through XII of the Oil for Food Program, (ii) the name of the 
purchasing entity, (iii) the amount of oil lifted, (iv) the rate of the surcharge as agreed by the 
purchaser and SOMO, (v) the amount of the surcharge owed, (vi) the amount of the surcharge 
paid by the purchaser, and (vii) any outstanding balance.*’ The entry for Contract M/09/23 


See SOMO Crude Oil Sales Contract No. M/09/23. 

See Letter from Saddam Zeben Hassan toH.E. the Oil Minister, January 14, 2001. 

Subcommittee Interview of Senior Hussein Regime Official No. I . 

See SOMO Chart, “Crude Oil Allocations during Phase (9) of the Memorandum of Understanding,” undated. 
See SOMO Commercial Invoice No. B/1 3/2001. 

See Ministry of Oil List of Surcharges (exceipt). 
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confirms that Aredio lifted precisely 1,014,403 barrels of oil. Next, the chart reveals the 
“Surcharge per Agreement” was 30 cents per barrel. The amount owed, according to the chart, 
was $304,320.90. Finally, the chart shows that Aredio paid the entire amount in full. 

According to the senior Hussein regime officials interviewed by the Subcommittee, every 
single individual who received oil allocatioi^ throu^out the surcharge period (September 2000 
through late 2002) knew of and were responsible for paying the illegal surcharges.^° These 
officials further stated that, although the allocation recipient knew of the surcharges, the actual 
oil purchasers may have facilitated or made the illegal payments. According to the senior 
Hussein regime officials interviewed by the Subcommittee, George Galloway would have known 
of “ and perhaps facilitated - the illegal, under-the-table payment of $304,320.90 that was made 
to the Hussein regime. 

C. Allocation In Phase XI 

On December 12, 2001, SOMO signed a contract with Middle East ASI for three million 
barrels of oil in Phase XI of the Oil for Food Program.’’ That contract, numbered M/1 1/04, was 
signed for the purchaser by Fawaz Zureikat. A few days later, the Acting Executive Director of 
SOMO wrote to the Oil Minister, requesting approval of Contract M/ 11/04.’^ In describing the 
contract, SOMO indicated that the oil had been allocated to George Galloway: 

Based on the statement of allocations dated 12/10/2001, please find 
below the details of the contract signed with Middle East ASI Company 
(Mr. George Galloway)/Fawaz Zuraiqat. 

At the end of the letter, SOMO indicated that Middle East ASI had apparently failed to 
pay its surcharges from previous contracts, and that the Minister of Oil instructed SOMO to 
reject any of the company’s proposals unless it paid off its outstanding surcharges; 

Surcharge: As per the instructions of your Excellency over the phone on 
1 2/1 1/2001 of not accepting the company’s proposals unless they pay the 
debt incurred since phase eight. 

A few weeks later, Middle East ASI loaded 2,360,860 barrels of Iraqi crude oil onto an oil tanker 
pursuant to Contract M/1 1/04,’^ This action implies that Middle East ASI paid its outstanding 
surcharge balance. 

Although Middle East AS! apparently paid its outstanding balance for previous 
surcharges, a SOMO document indicates that the company failed to pay the agreed-upon 
surcharge for Contract M/1 1/04. That document, the Surcharge Chart described above, shows 
that the company lifted 2,360,860 barrels of oil in connection with M/ll/04 and that it had 
agreed to pay a 30-cent surcharge for each barrel.’^ Accordingly, the chart indicates that the 
company owed $708,258 in surcharges for that contract. The chart then indicates that the 
company did not pay the surcharge. 

D. Ailocatioa In Phase XII 

On June 3, 2002, SOMO executed another oil contract with Middle East ASI for three 
million barrels of oil in Phase XII of the Oil for Food Program.’^ That contract, numbered 
M/12/14, was again signed by Fawaz Zureikat for the purchaser. The next day, SOMO informed 
the Iraqi Financial Department of Contract M/12/14.’'^ Tellingly, the Acting Executive Director 
of SOMO indicated that the oil for this contract had been allocated to George Galloway, 
referring to the contract as “Contract No. M/12/14 with Middle East ASI (Mr. Galloway).” As 


Subcommittee Interview of Senior Hussein Regime Official No.!. 

See SOMO Crude Oil Sales Contract No. M/I 1/04. 

See Letter from Ali Rajab Hassan, Acting Executive Director of SOMO, to H E. the Oil Minister, December 19, 
2001 . 

See SOMO Commercial Invoice No, B/238/2(X)l. 

See SOMO Surcharge Chart (excerpt). 

See SOMO Crude Oil Sales Contract No. M/12/i4. 

^ See Letter of Ali Rajab Hassan to “The Financial Department,” June 4, 2002. 
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noted above, senior officials in the Hussein regime confiraied to the Subcommittee that the name 
in parenthesis next to the purchasing company identified the recipient of the allocation. 

Another SOMO document also indicates that the oil underlying Contract M/12/14 had 
been allocated to Galloway. That document, a letter from SOMO requesting approval of 
M/12/14 from the Oil Minister, states as follows; 

Based on the statement of allocations dated 05/22/2002, please find 
below the details of the contract signed with Middle East ASI Company 
(on behalf of Mr. George Galloway).’’ 

Not only does this letter confirm that the oil had been allocated to Galloway, it also indicates 
“Surcharge; payable within (30) days from the date of loading.” 

Several months after the contract was signed, 1.4 million barrels of oil was lifted pursuant 
to M/12/14.’^ Although the parties had agreed to pay surcharges within 30 days of the loading of 
the oil, it appears that no such payments were made in connection with this contract. One 
possible explanation for this discrepancy is that the United States and the United Kingdom, as 
members of the U.N. committee monitoring the Oil for Food Program, had instituted a policy 
called “retroactive pricing” that made payment of the illegal surcharges uneconomical.” That 
retroactive pricing policy was implemented during Phase XII of the Program, precisely when this 
contract was executed. 

E. Allocation In Phase XHI 

In the final phase of the Oil for Food ProCTam, Middle East ASI signed contract M/13/48 
for the purchase of two million barrels of oil.*” Soon after Contract M/13/48 was signed, a 
senior SOMO official informed the Financial Department of the contract.*®' SOMO identified 
the contract as “Contract No. M/13/48 with Middle East ASi (Mr. Galloway).” In addition, 
according to the senior Hussein officials interviewed by the Subcommittee, Mr. Galloway had 
been allocated the oil purchased under M/13/48. 

Altogether, SOMO documents and interviews of Iraqi officials provide substantial 
evidence that Mr. Galloway was granted allocations for millions of barrels of oil by the Hussein 
regime. 

♦ ♦ ♦ 

On December 2, 2004, Galloway won a libel suit against a British newspaper, the Daily 
Telegraph, relating to an article on Galloway's involvement in the Oil for Food Program.’®^ The 
article that instigated the lawsuit apparently included forged documents concerning Mr. 
Galloway that were purported to be found in the Iraqi Foreign Ministry after the fall of the 
Hussein regime.*®^ The documents in that article included correspondence from 1992 and 1993. 
'fhe British court ruled that the documents were “seriously defamatory,” that the newspaper was 
obligated to provide Galloway with an opportunity to respond to the allegations in the 
documents, and that its failure to do so entitled Galloway to damages. 

The documents presented in this Report have no relation to those discussed in the Daily 
Telegraph piece. First, the Daily Telegraph article cited documents from 1992 and 1993, 
whereas the earliest document examined here dates from 2001. In addition, the seemingly forged 
documents in the article were connected to the Iraqi Foreign Ministry, while the documents 
examined by the Subcommittee were prepared by the Iraqi Ministry of Oil and its subdivision 
SOMO. Finally, the Daily Telegraph documents reportedly included allegations that Galloway 
was on the payroll of the Hussein regime, receiving a salary or direct payments. In contrast, the 


’’ Sec Letter from Ali Rajab Hassan to H.E. the Oil Minister, June 4, 2002. 

See SOMO Commercial Invoice Nos. B/l 96/2002 and B/208/2002. 

See UPI, “Analysis: Iraq Complains About Oil Prices,” June 19, 2002, 

See SOMO Crade Oil Sales Contract No. M/13/48. 

See Letter of Ali Rajab Hassan, Head of Oil Marketing Second Department, to “The Financial Department,” 
January 25, 2003. 

See New York Times, “British Lawmaker Wins Libel Suit Against Daily Telegraph,” December 2, 2004. 

See BBC, “Galloway Wins Saddam Libel Case,” December 2, 2004; see also Reuters, “British MP to sue over 
Iraqi Payoff Report (Galloway),” April 22, 2003. 
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evidence examined by the Subcommittee indicates that Galloway was granted oil allocations that 
would have to be monetized throng complex oil transactions. 

[N.B. After the initial release of this Report on May 17, 2005, it was discovered that 
the contents of the documents published by The Christian Science Monitor and The Daily 
Telegraph were conflated in the two preceding paragraphs. A full explanation regarding 
both sets of documents is set forth in Appendix C of the ‘^Report Concerning the Testimony 
of George Galloway Before the Permanent Subcommittee on Investigations” released on 
October 25, 2005 in conjunction with the Subcommittee's hearing on October 31, 2005, 
entitled “Corruption In The United Nations Oil-for-Food Program: Reaching a Consensus 
on United Nations Reform.” The full text of Appendix C, including footnotes, follows: 


APPENDIX C 


SUBJECT: DISTINCTION BETWEEN THE DOCUMENTS USED BY THE SUBCOMMITTEE AND THE 
DOCUMENTS PUBLISHED IN THE DAILY TELEGRAPH AND THE CHRISTIAN SCIENCE 
MONITOR 


In its investigation into the Oil-for-Food Program, the Subcommittee has relied upon documents from 
multiple sources, including documents obtained from the Iraqi State Oil Marketing Organization (“SOMO”). The 
May 12, 2005 Subcommittee report relating to Galloway (“the May 12 Report”) stated that the SOMO documents 
were different and distinct from those featured in articles published by The Daily Telegraph in April 2003. In 
explaining the differences between the SOMO documents and the documents featured in the Telegraph, the May 1 2 
Report stated that the Telegraph documents “included correspondence from 1992 and 1993.” The May 12 Report 
also stated that the documents were “seemingly forged.” Finally, the May 12 Report stated that the Telegraph 
documents “included allegations that Galloway was on the payroll of the Hussein regime, receiving a salary or direct 
payments.” 

The May 12 Report conflated the contents of the Telegraph documents with the contents of documents 
reported on in The Christian Science Monitor in April 2003, which indeed “included correspondence from 1992 and 
1 993,” were “seemingly forged,” and “included allegations that Galloway was on the payroll of the Hussein regime, 
receiving a salary or direct payments.” 

In fact, the documents featured by the Telegraph dated from December 1999 through May 2000, and did 
not contain correspondence from 1992 and 1993. The Telegraph documents were not “seemingly forged” (nor is 
there any evidence to date that the Telegraph documents were forged). To the contrary, as presented in the report to 
which this Appendix is attached, senior Hussein regime officials - including former Deputy Prime Minister Tariq 
Aziz - have confirmed the authenticity of the Telegraph documents as well as the veracity their contents. 

The authenticity of the documents published by the Telegraph was not at issue in the libel lawsuit brought 
by Galloway, Instead, Galloway claimed that the Telegraph did not provide him with an adequate opportunity to 
respond to the allegations prior to the publication of their stories. Galloway also claimed that the total effect of the 
Telegraph ‘s extensive coverage of the issues surrounding the documents had a defamatory effect. 

A further explanation of the distinction between the documents published by The Daily Telegraph and 
those published by The Christian Science Monitor follows. 


Documents Discovered hv a Reporter from The Daily Teleeraph : 

On Saturday, April 19, 2003 a foreign correspondent for The Daily Telegraph named David Blair was in 
Baghdad reporting on the post-war situation.'"* Blair, along with a hired interpreter, entered the Ministry of Foreign 
Affairs with the hope of finding documents relating to British Prime Minister Tony Blair. The Ministry was 
abandoned and unguarded, and there were looters going in and coming out. After some initial exploration, Blair 
came across a room that was filled with filing boxes stacked on the floor and on tiers of metal shelves, Blair 
estimates that there were over 200 such boxes in the room. Each box had a small label in Arabic. Blair had his 
translator go through the boxes reading off (he labels. Many of the boxes were labeled by country, and eventually 
the translator came across two boxes labeled “Britain” and one box labeled “Britain and France.” Flipping through 
one of the binders from one of the "Britain” boxes, Blair found one page that was written in English. This turned 
out to be the “To Whom it May Concern” letter from Galloway naming Zureikat as his representative on all matters 
relating to the Mariam Appeal. Blair and bis translator took tte three boxes and a few loose binders and returned to 
Blair’s hotel room. Once back at the hotel, Blair had his translator go through the binders one by one and translate 
the gist of each document. Most of the documents were rcHitine correspondence and memoranda that one would 
expect to cross the desk of the Iraqi foreign miiuster. Having fomid nothing more of interest, Blair instructed his 
translator to go home for the day. 


The facts surrounding the discovery of the documente are taken from the witness statement of David Blair in 
the case of George Galloway v. Telegraph Group Ltd., Case No. HQ03X02026 (“Telegraph Lawsuit”). 
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The next day, April 20, Blair and the translator returned to the Ministry of Foreign Affairs and back to the 
room with the stacks of orange boxes. Blair instructed the translator to look for boxes labeled “France.” The 
translator found one quickly and they left tlw nunistry. Returning to his hotel, Blair and the translator again leafed 
through the folders looking for documents of interest. It was dming this time when the translator discovered the 
January 3, 2000 letter written by the head of the Iraqi Intelligence Service (“HS'’). Blair had the IIS letter translated 
and then had the translator identify a handfiil of odier documents relevant to the IIS letter. 

Blair considered the possibility that the IIS letter and other relevant documents had been forged. In the 
end, however, Blair believed that the circumstances in which he and his translator had discovered the documents 
favored their authenticity: 

... I thought that it would have been an extraordinarily elaborate exercise to 
forge this intelligence memorandum running to several pages, not to mention 
Tariq Aziz’s letter and Mr Galloway’s signed letter appointing Mr Zureikat 
to act for him. Someone would have had to get bold of the right type of paper 
and forge a signature that matched those that appeared on other documents 
in that folder. They would have had to take that forged document into the 
foreign ministry, {and] find this particular folder in this particular filing-box 


Then they would have had to take the folder apart and insert the document 
into the middle of it - in correct chronological sequence with the other 
documents, re-bind the folder (using an identical single-bowed knot) and then 
place it back in the filing-box in the room. There was a hand-written index at 
the start of the folder where the documents I refer to above were located 
listing all the documents in it. What I did not know at the time but 
discovered subsequently was that the document initially stapled at the front 
of the intelligence chiefs memorandum was referred to on this index, so any 
forger would have had to forge this {the index] too."’^ 

Several articles based on the IIS letter and other relevant documents were published soon afterwards in the 
Telegraph. 

Blair and his translator retuned to the Ministry of Foreign Affairs on April 22. At that time, the ministry 
was guarded by armed men who were members of the Free Iraqi Forces, a militia attached to the Iraqi National 
Congress. The men initially refused to allow Blair entry, but he was allowed in several hours later when he returned 
with two TV crews and a ^elance photographer, Heathcliff O’Malley, O’Malley took photographs tracing Blair’s 
route to the room that contained the boxes of documents and took photographs of the room itself. Blair did not 
attempt to remove any documents from the ministry that day. O’Malley took photographs of the key documents 
back at Blair’s hotel room. Blair took all of the key documents and binders with him when he left Baghdad for 
London on April 25. The documents remain in the custody of the Telegraph. 


D ocuments Reported Upon bv The Christian Science Monitor : 

The documents that The Christian Science Monitor reported on in April 2003 difter in many respects from 
those discovered by David Blair and reported on in The Daily Telegraph. The Christian Science Monitor (“CSAf”) 
documents, obtained in Iraq by a reporter named Philip Smucker, indicated direct payments of more than $10 
million to Galloway.*®* As reported in the April 25, 2003 edition of the CSM, the documents included direct orders 
from the Hussein regime to issue Galloway six separate payments, starting in July 1992 and ending in January 2003. 
According to the article, these documents were taken from a Baghdad house purported to have been used by Saddam 
Hussein’s son Qusay. The documents were provided to Smucker by a purported Iraqi general named Salah Abdel 
Rasoo! only after Smucker agreed to pay Rasool’s neighbor $800 to translate the documents. 

The CSM articles detailed that the three most recent payment authorizations, beginning on April 4, 2000, 
and ending on January 14, 2003, were for $3 million each. For exan^le, the document dated January 14, 2003, was 
written on Iraqi Republican Guard stationary and indicated that a $3 million “gratuity” was issued to Galloway in 
return for Galloway’s "courageous and daring stands against the enemies of Iraq.” This letter was purportedly 
signed by three Iraqi generals as well as Qusay Hussein himself. Another letter dated July 27, 1999, authorized a $I 
million dollar payment to Galloway as agreed upon by Qusay Hussein. The CSM articles also cited two letters 
detailing earlier payments to Galloway in July 1992 and October 1993. The October letter indicated a $600,000 
payment to Galloway via a representative of the directorate of the Iraqi Special Security Organization. 

After the first CSM article appeared on April 25, 2(K)3, an extensive investigation ensued stemming from a 
May 2003 article in The Mail newspaper. The Mail article disputed the authenticity of certain documents obtained 
by The Mail from Salah Abdel Rasoo! - the same person who was the source of CSM's documents. The documents 
purchased by The Mail also purportedly showed payoffs to Galloway by the Hussein regime. After an examination 
by experts, The Mail concluded that the documents that it had purchased from Rasool were fake. Rasool also 
claimed to be in possession of documents “proving” that six of the 19 September i 1 hijackers learned to fly in Iraq. 

As a result of CSM’s investigation, the nempaper reported in June that the six documents detailed in its 
April 25 article were, in fact, forgeries. This conclusion was based on an examination of the documents using both 


Wimess statement of David Blair from the Tele^ph Lawsuit at ^ 49-50. 

The facts relating to the documents published by The Christian Science Monitor are taken from two articles; 
Philip Smucker, Newly found Iraqi files raise heat on British MP, Christian Science Monitor, Apr. 25, 2003, and 
Galloway papers deemed forgeries, Christian Science Monitor, June 20, 2003. 
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textual analysis and a chemical analysis of the ink used on the documents. The June article, for example, indicated 
that Hassan Mneimneh of the Iraq Research and Documentation Project conducted a textual examination and 
compared the Telegraph documents to the CSM documents. After examining copies of the Telegraph 's documents, 
Mr. Mneimneh deemed them to be consistent with other audientic Iraqi documents he had seen, but he did not have 
the same conclusion for the CSM documents. Similariy, the article explained that the CSM documents simply could 
not have been prepared when their dates said they were made based on examination by an ink chemist.] 

♦ ♦ ♦ 


IX. CONCLUSION 

Despite Galloway’s denials, Ihe evidence obtained by the Subcommittee, including 
Hussein-era documents from the Ministry of Oil and testimony from senior Hussein officials, 
shows that Iraq granted George Galloway allocations for millions of barrels of oil under the Oil 
for Food Program. Moreover, some evidence indicates that Galloway appeared to use a charity 
for children’s leukemia to conceal payments associated with at least one such allocation. Lastly, 
according to senior Hussein officials, the oil allocations were granted by Iraq because of 
Galloway’s support for the Hussein regime and his opposition to U.N. sanctions. 

♦ ♦ ♦ 
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Footnote (FN) Documents 


To: H.E. the Oil Minister 

RE: The French Personality (Charles Pasqua) 

- The president leader (May God Protect him) has approved the allocation of (3) 
million barrels to the French personality (Charles Pasqua). 

- The French personality (Bernard Guillet) visited us this morning on the part of 
(Charles Pasqua), and requested to send the oil contract to (Genmar), the Swiss 
company to be signed since this is their chosen company. When we explained it 
was essential to choose a French company since the quantity was allocated to a 
French personality, Mr. (Bernard Guillet) said that was impossible for political 
reasons, and that he explained the situation to Mr. Tariq Aziz. 

- We asked Mr. (Bernard Guillet) to provide us with a letter in which Mr. (Charles 
Pasqua) authorizes (Genmar) company to lifl the crude oil. He declined and 
explained that they carmot do that fearing political scandals. 

It is worth to mention that both Mr. (Elias Al-Farzali) and Mrs. (Hamidah Na’naa) have 
chosen the same Swiss company (Genmar) to sign the contracts related to the quantities 
allocated to them, and in the same way Mr. (Bernard Guillet) requested; meaning sending 
the contract by fax, which also means that (Genmar) company’s representative does not 
have to come to Baghdad to sign the contract. 

Please review and advice. 

Regards, 

Saddam Zeben Hassan 

Executive Director/ State Oil Marketing Organization 


06/17/1999 
Kadhura Razuqi 


Permanent SubcommiUee on Investigations 

_P«StaffRgt^|G)^FN^ 
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Council of Ministers 
Deputy Prime Minister 

To: H.E. Mr. Saddam Zeben 

Please be informed that Mr. (Bernard Guillet) is the diplomatic and political advisor of 
Mr. (Charles Pasqua), the French politician and former Minister of the Interior; Mr. 
Guillet represents Mr. Pasqua in receiving the oil allocation allotted to the latter. 

Regards, 



Dr. Sami Sa’doun 

Director of the Deputy Prime Minister’s Office 


06/19 


Permanent Sobcommittce on Investlflations 

PSI staff Rpt (PG) - FN 38 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/921 1 

Ministry of Oil Date: 5 Rabi I, 1420H 

State Oil Marketing Organization Equivalent to 06/20/1999 

(State Company) 


To: H.E. the Oil Minister 

RE: The French Personality Charles Pasoua 

With reference to the telephone conversation with your Excellency this morning, 
06/19/1999, the Swiss Company Genmar is the authorized company by Mr. Charles 
Pasqua to lift the quantity allocated to him in phase (6). We will sign the contract and 
send it by fax to be signed by the aforesaid company the same method that was adopted 
when we dealt with Mr. Elias Al-FarzaU and Mrs. Hamidah Na’naa. 

For your review and approval, please. 


Regards, 



Saddam Zeben Hassan 
Executive Director 


I approve 



f-iv.,. 

06/22 


[Page footer] 

Arabic Telex 5834 

P.O. Box 5118 Baghdad - Iraq 


SOMO telex 212198/ 212199 
Tel. 7742040- 10 


Permanent SubcomiuiMee oa iuvestigaHons 

^PSIStaffRgtjP^JFN^ 
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Mopnnatlon' Veei#€t^ 
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'Arbipretion' v\ f' 

".Ndflfce'e I'.'!.;-- V I'i; 

't'-'' Applicable l^w j V-^i | 

■Vy - totV/pt Letl^i, 

AppUoationh^'riR';.t»:' ’ 

i'i;'. Appro.wal .ofVj^ntcei.t^j;-. ; 

;U/ 4.:^ ■ ch; 

vfy- ■ ?!v' 
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22/0&/1999 If.: 46 • <31-41-445-0166 <^hWAR I^SCXJRCES F 

22. IK 1599 10:43 . ; t 6354 1 


Months s 

aeane -Gregoxia^.; Calender Month , ^mnehclng lat : ’ 

00.01 'houra lodal ‘tiiw'iat the port of lading,' ; 
on-first Iday b£- the month . . ;.-l ‘ .;i: ' • ^ 


, puartT • , s , ’ 

means -a period;ii^ thVe^ (3) cpheeputiva . , : . rN 

• months ;beglnni^' on a let January; te:*'4‘Xat ^ 

April or a isfci^July (^.a.:lst October.. j . • 

’ i 

; Xear . ■ - ' i 

Pipans S' Gregori^A Cale^ar Year 4 , 1 ' .■i:'/- ■ ' T, - ^ :■ 


API Gravity: 

means Seale adc^hed'by^^he Av^tehn’lBeiirol'ftun;,.;" .'"/;': 
Insti Cute' for sprees It^' the s^dl^lb^^ra-vit-y ^ 
of. erude oil. '■•M ■ ‘if ... .'-U .'" '•*■' ^'1 

. V' 

SCR PS 6 : 

. means Security ;^ouncli';^e3'olut4'bn‘:98j5-,i;:il:^^5)' " ' ^ 

■of 14 April '1945^. 1 ' f'/- 1 ' ij ! 

■ 

.• SCR-'ini' 

weans Security ; Council. • resolutilidn Jll-il; jti'SO?)', of i * . 

4 June -1957. i 


SCRr 114,3, : 

•mea'ns Security vtohndil. ^solutlbh ;il43' ' .il 

4 Deceitber 199-7\.'-'- it'-v’ ’; '■■■ 

' '1 

SCR 1153 s - 

i-5- ;•••.••. 1 ‘ 

meane Secarity ..rasol«tibh -H53 Xl? 88 ) of , 

20 ^bruary 199#y'.-’. ■'.'•1 ; p ' ‘1 ' 


^ SCr 1210 ;• 

' neahs- security '^tincil'.'^aolutibh iiXUB) 

24 NOvWiBber. 199R1' ; ■ -i-" iy- V. ' !/'■■■'■' 

' '{ ■• 

f' 

SCR 334? s: 

means. Seourity teunoil \zeftoluti4h 11242 , t ^'S(9 ) of ' r 
. 21 'hay 1949, - '1^:. . -U !: i . 

-i;-. ■•..j'i! ! 'i I-'.'-''', i, ‘ ’ 

. ' 

66 l< Cpmittcas 

.means, the .Secut^4^, Couiifil CMniifctbie ; ' * '■ ■■■ ' 

. eatablishad by- i^turit^;CoDneil‘.'rebeltttiop>''' 1 

461 0990):. 

' h 

Proc4dur<aB s 

' ateahs ^e proee<^rc 8 -r'tcrtbe emplo^bd; 

6-61' ConaiCtee (^i'ted’ ifatione' doouiseh^ ' ' [ ^ 

S/X99e/62£, 'datii^:;8 .Aii^a-t 1994): , \ . f: };■ ■■ /■ 


Overs ears s 

means the .indepil^dent. everts 14 Ohthrinitlfe]tial , . 
oil' ttade appolt^d ' by 'thb Seci;etary-^ofrali .'I'-. . 

of the Oni.ted htt-i-ons 'pursuant >t9;SCIt''.^4.4.v:nind, ''’|i 
the procedures.: 1..^’ S’-" O'v- ‘ ' 

• ■ 

. ZhepcetOrs : 

..i"' -1 • " i'( V’''' i ' 

ikeansi. the.' ‘indepe^oAC- oil' insp^’tlPn- jagd^i'e*' • ‘ ‘ ' ' *■]' ■ 
.ppoiBtea. by th»; 'i^ofetf^-CeBwM(lLpuitsl4a4t’ .to.i ' 

scKSst..':. i. : . 

■ . : :'-i' V ; Iv'r;.: . '■ . ' 

, li • 
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22/06/1999 16:46 

22. -iUK. 1999 10:44 

smsBi 

I 


41-41-445-0166 


RESOURCES 


6354,,- ’.s, 


. MiTiCUi Itwo 


Sujbjacr^ ce Art.'lei« eigttt:'' /'- ’'''v 
•2£«etiv« dn' '.'of 'lia'B 

tlnuo^ th«rettft»r %mfclX..|feho/20«;K ' of vnlM 

.2. TIm uilinai^c cpiubunar -thib cii^de oil'iolir t!hl> ' ' 

Contract 'aholi . ba'lteEinorloB Goropcti ^ ' 

■ ;• ' 'K- • ■ '- -n; • -; ''' 

Kay ehfenga In cHo !daat<i.t^tien vubjctct : to. ^j)fUv;f>rior 
' npproVnX ' of ' tellnr > ‘ " 


, } 

U ',. 


^ICLE 


■ paKPTtTY MID ODALITT i 




1. 


; SElLSR . unidnytaKan to soW- ' «*d- var 'ijcfft VMof 'liitfiB'. ■'. 
ubdai^akas to pukrc^aca/;' xacalon;^ P«y. ;?£or^ MifolXovlhe^^i'r 

,• !••' - Ji; ■■>', H'. 

:.. ' -■ • V;- /.-IJ' '.S-:-- 

- •; •• ••?.-- I- ■■■•■■w:. 

A X Pfi 5P ito 


Odd qpQ/BBU.: 


2, Th* quality of «»•: cruoiratl ahkil ba tKe atU^nM, bkpert 
.quality avallnMn at ^*-;Pprt ‘of.'' fll^aa 'to 

s-.- . ouMcitiM «h«ii nprmnt. «b«t^et»a, 

'nwaitar-«f tttmla per dirir' oontnetea mljsipiiiit’fe .tKa/' ■■ ■■/■ 

-artiGie 2,1 -- . . . • _• ..-^V • • 4. .': ;J: 1 ?:!’!■ l •' 

' ■ .■■/'■■ ^ t'; * ' ■ -1 :: 

■' guaatltlce ahall - be ae ■ ^a»ly Bba*iiiiiE:’dviT Aaf ?" 

. etniraa of auoh aalivary;M*rte4';in’ lota e^' appi&^t*- 'V ' 
barrela And' w vlfl' b, ^fe*S '.bitwedn isii^EIi.';. ' /f' 

Qiianrlciaa liceed ' under meueal-coeratliiiLi' ■ 4 iLl£,V ' 


:iv : 

> ' 


n n i 


^1- r 

rf 5" 


PAGE 
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22/e&/1 999 - 41-4 1-445-6X66 

22 . 1999 , 10;44 


G£hmR J^SCXJRCES 


-m6354.;- s, 9, 



6 


In vh^R SELLCI^# reas^n^ technical .br-obHarwlse • ^ 

that are beyond his con^ffblV unable !€o nfeeitShs* full; 
contractual coiMtitRtenbs/.; SELLER shall h'aee. tc ; ' 

reduce the ^ntraeted ^antities, for the dur^^on o£ ^the. i.. 
period' vhen fsuch circunlahanees: ^all ‘SELL&B .shall; .. 

advise BOYSR. as soon aS '^BSibie before the ' hh,binbihg bC 
any period during, vhichveuppl. lea. to all; ■)>uy«|K»'.at'4 to be , 
reduced, . ’s-’ ! ; i • ; '.•'.■'r'-' ' V • 

In no event shall any i^sad'ing akart beyond the. iC^th' of 
(November issdr unlese the Security Counb$I.:hib authorised. ’ 
sales- beyond that date..'>.; 1; ' Jl ■•• 

i, ■. . ■ - - ‘.v. ' 1 • • • ••-• • : ; 
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22/06/1999 IE; 46 ■ 41-41-445-8166 


(»IMAR RESOJHCES 


22, lOS. 199S 10; 45 


i’.iKI, 6354 ' S, 


XKTlCtiE FIVE 


■ " ■■ i • . ' ’ 'y V ' ' ' ;.5C> i, 1 '-i 

E*ch party ahail Hava thi . risht Wt later the* thfc 'XSth 

; rStE to raflueet li:;revi«-;;V£^ .e=h.»ae« 

of- this Contract. . _ ’/.) : r--^ j r -.r 

’ ■ ' -ir .follQwiiig *'-r»quaBt fbi^ ■>-■■«= 

to agree .ithin ,a periofl of tie (lOtfaays 

;thie Contract by: serving vritt-ee notrce ^ 

other party and termination .-'ttall: 

• loonth: following the month durttig. whicH the notice of : temi 

.-■has been ■ received .. ' . oi; ^ -f'*-; '4 ■ i ■■. 1^.' 

But i if the parties are abia'to! a^r^e eithih; theiaboye 

• mentioned ten 110 )- days period;, .aiiy /agreed upon, adjujt^t to , 

: the pricing mechanism shall . ^lOutoJett to tne|app^»lj of tbe 

'. €61 ' 'Co^ict««e - ir ^^-'V 

'Sow^var * it such approval jhM- not.'l^en gtahted .''Sf I 
■■ CoiBmittMd thi^ Coivtract ahali. be conaiaerad' ^ , 
of th«^' end of the . month- £ollc«.ihg, the month ■■ during Vjiijch the • 
■'..above mentioned ten <10) days.Jpe.ziod^'andB uftlbefe -‘.ibe? 

-'.agree' bthervi-se i '... ; -•. ;',7- ‘ ‘ 

In ease of Contract terroiii’itlon ^ider an3^;pf 
flventioned events, this Contfi’6.t sKali. remaih; In fuiliforee, 

• and offset at the pricing ' ' 

tf.ith this Contract teriM and. dendlt'i-bhs up t©' th^jiffeotlfe.* », 
date of termination, shd suoH 'torpi;hation shall-, not afPSdt the . 
parties* rights and obligation®. uhless ••'■ 

agree otherwise dOring the p4ftod_ prior to the? e^fecViw*, date, , • . 
of - ternlnation. " • ' . :-V 'j' 


j'f 


. U= 6 - 
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22/0&/19g9 1U 4S 41-4 1-445-ei&& 

22. m . 1999 10:46 


F^SOURCES 


PAGE 


jBgTttLR 


8U*SR ih*il ‘ 

under this Cottraot an j^iqeeoc.b.le 

■ credit- issued hy . a :hanhi«cept.>.ia ® ' 

Paris. S-h. resp-y for JtiJnEiriiMtion. i>>phe ;£er« set , . 

';■ out in^^peridi* .1 • 1. - ;-i : •;-,4' : r' • '. i '••• -v'l' 

■ xn all ^ cases i'.tWe tett.i of trcSit shaliltw -^'caWished, ■• 
confirdved and accepted a,t least' seven Cl,)'d^s , 

loatdins- ^ate- V''’’' ■ 

2. buyer irrevocably. unflertWcei th‘»t paym4i4 ' 

of. or ud^ oil Ilf fee's shaiy be. ma'd* out o£|fche^JP«ode«le of 
. 'the cwfirwed .Letter of-pr.edic '4lt»ctlY,'’,to.,efi»^V.^woer e 
O20p-2bi75a-001-0B e»talto»bbd;^^' ■ .; 

■' the. Wted Natibne,- purs^pijt’ f 


BNP (New York Branch) Chjfftimiatper uniwo . v . 

, •• Account”)* 't^oh pY.esent^lijon': tof ®S.P- of ^ 

■ ’ required ;'by the Letter o^- JCred-i^V. -inclu^inq: ■/•.‘■J'. 

limited to the Coiwnerelai^lnyoi!:^': and | . 

All- charqes within Traq 'jape for ^^LLER*. /al,!, chirge*^ 
oiifeflide'' Iraq are .to. be fc^ne ■ by;;'EUYER- ■ ■ j ' ' 1 '[ 

Dnlesft lotherwise provided*, here I'l^ paymeini.^ eha^y;^B‘ Wde . hbti , . 
later ^than thirty ,00) fl^a icroitf;;B/L aat»;i 'M . ''• /* •• 

- funds.,. ■ ' '■ ■ 4'^'' ' 

If ' payment, .falls '*b« oTi\-^:Sat\ii^^ ot 

than' Hbriday- in ' the placaj-^ere.-'tSayoent, .iai ’■fep. ^ :^da: Ithan, ; ■• 
/payment shall. /be .made on^Jt^e ; ippjt' .prece^^nq; bb^iog; .day; : 

If paywent ..falls .due on i^V^hdayv or a Jto.rtday- BiO^'^h^li»a.X-.;^ 

. in the 'place'.vhere. .paywa'p!t:-'-ia. w be mad^v-thebi jpajf^ht . ,.’ •;'/• 
■shall on -the neiitt-;'»ucce®istng bair*ingj;ittsQ|iis/' 


22-JUN~l999 09:02 
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41-41-445-0166 


, 1999 10:46 


GEbWaR RESOURCES 


■ ■' ' MiircLE mm ji]; |V 

:■ -n" i.bct)ag!iT^S!i= ■■"■h.: 

■Bill of waing, ■: ‘ ■ tj!!; V!-.. 

certific»te.:;o£ ^in | 

Certiflcate.iof .Oo*!^'* Th : 4ii]. . • 

Loaal'ng ri!“ Sheeii: , . 4 !!.;' 

^ tiintgi'.lieporo' . ' i W'V' v' 'i'-';- . ^ '■9 i'h ^ : -'uV' • 

,A»sc*«'»' iiooelp*^ fof *¥^1®''?- I-;:. 4,:: : it; i;.;': .; ■.;,.■ :■ v.- 

bistributloh-ofloocume^;: 

irwo a-M- oisaocu^int. 

vitK the follow ins aet*;^'!®’'. ,V:; ■ ■ y/.,' ■ j ' _ 

' ' *)\ vesWeV^. 'iji' ' ' 

t>) ; Loading. Port >, . i';!-;' 4' s 

e) Ccawieneed LoadinjJ. pate*.-;',/’ ;! 1 ; . ; > 'V 5 , [ ' ;■ ji.'il' 

d.y Co.ispleted tioadlj^-iPete^R.^ ... ji |' ';■;■■• ’ 1 . , 

e) seil-ing. Pate - 5 - -vc eoP®^'' 

■ e) : Grots and, .net Tinotlti®: In «e*>?ie:- 
. ■ snd O-.S.' harrel^V J/; '. , 

gi '. Apl'.stavi.t^. ; |.j5;'9''9.vy .;■ •((,!■;' .t.Jj/ 


aoVAL OP COSTPACT 


aiwyctj Ptlttai. 


■t:v, , iri; '■:■;■ III,' ...i-rti,-: ;; 

This Contraet in .subj.^; toe ^otappro^i^t 
-as behalf of the 6«l' Co<r®iC,b4»- Sue^ approdifl) ^ 

■rhtrib:d i.n a«:rdanoetwith|^t ■prdpedure.|iptll.jiiW 

:.■ set out in Appendix if; hero.^f...-- •■ ■■■;. . - |<.i. , „'-;.e';'r 

aar^l^Gtl: WW ' ■ 'fi.]:; i Hi'''; 

■e.^rr^r- eOSPlTlbNs'. '.P '■; i?},! ■ i'itV 

: ::i: ■ Loading' of inr ' 

- the aothori.ation ,ot ^hk; Inspectors at, t|* P^r^ 

loadihg. The thspectors^khal;! :*1 so havg i t*). « 

, stop the loading If theyiiaeter^no thatt.fherpi^? 

.evidence of irregularity^* . 'p ’ 4 tif' 

"1'’ "'■• ■..h’"'. ■ 1 1. 

:■.. ■■■. ,:y;.- . . yn •, i 

;■:': c' ' ' :■ > 'Ulf -'HW: ' R-;H 

'1 ■- ■ ■ •■■;'■'■■■’ ■ ■- ; ?.V '-rl^ \ 

r': ■ '-V 't'?' 
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22/06/1999 1&.‘4S -41-41 -445-8166 

22 . JUN. 1998 10;4? 


<S>WAR RESOURCES 


Hotviths.tahfling iub- Article o£ 'this ,v 

Cbntrap^r 'Use; accepted da^'- CtC a^kr^val o^j/'the . at .. 

th* . loading ’ poirts shall fixed i bn. a obi^ si('^ } ' flk|| ■ 

All related Arhieiec of s4kt'lbn .i^b - of thW'!cibBll:r^^\w’^lI 
■ , read to' that ■ effect' Snd .c6b£onilb^. ' ■ " 1 1 1 / 

' " Hotwithetanaihg- Articier^r^sJ ‘^of ,Sec4lWi‘ 

Coatcaet SBLLEpi shall be flowed hs laytlfai' stjixjfiakr 
'• Terminal;’ as fpl;lbWs:r. •.•r-v - .. '**, 


. All; related 
reail to; that 


Op t7$ 999 

13|0 '^d6d ■- l!iS-jSi99 r 

obee.viftp ood , t 


Articles of sebtlon-^b of t^e'conc^aht will 
cffeCtand ccroormit^- ’ ■ i ;.:4...- *. 

• ;• -ii:' < p.,' •??'. .. '.’r iv-;- i. • .•: 


prphioitlhg loading shalli^^idt -co<;Mt';as 'ufi.ff ^ ■ 

. ’ ' ''’V''/''- v’S’ • ‘'U '• f i'/' i ■ '•■•••'• A.; 

This Cohttsct Shap esrtillrgfierTbii'&sit.h t'A'.'twlijihV; .that ?''■ 

ths. Security- couHcU itars^tsa' authciifaabfejh-iLo i>" 

import petroleum or petro3p»m..pEo^cte oly^thaji^hgi iii!.'jra 5 i,- *' 

■ , '»':•/ iHi.:- 'U' I’ ' ! 

hmslgnnent of the rights A ’obliiiiitipiis ol#.j^e^-|4s£ieR, or 
Bures shall; bo-.,fubJeet tovi^e. iip^val ,o^ 'tie tcpimsltiBe.'" 

' Any',elaii«»,;£rom:Bi)rtii- uha^iji^^'k-'^^'icle '5;-; 

SeUen 'of Section' iwo, aixSrj^.'ana'&Ses ca'riied;|iiji:;-«h)ser Sulm ‘ 

. Ar.yejes 1^5 and i-« of se&io'n- -iSto.,, shalS 'ibe, eiwf4Btjt<»-;the''M 
overssers. , raymehts ;or ^l^r.iwaa.s. undtjk’ :Artiiiie’;'liir:tMr>r / 
Of SeecioB TWO, Iti'-rsapecelipie. claims undel? '^tiiefl^fbne’ ■'anil ' 
Sesen of Section two, |are ,sl>»}«bt,ii>. the iK» 

Committed'. Any Bum to bef'pVw by'-iBUYER iif {eett.' ' ' 
diapute under Article rhlrtfcen 14 


diapute under Article rhlt^'^en .iflsectibnVrSid 


the pnroceeds df t(ie sal* ^^cx.ude^bil undl 


Hd'bt'iof '-a: 

l»4r.''' o 


Accoin^^ ■»>*“ ',*>y ' dif^tl'y ' t^S* 

;r ■//' /A ’'‘'K/ '/It:'- ■ 

' - ■ ■•..'i, •-.I-' ■ It. ■' -jSfi K'fe 


■ir' -ft;-;' 


■ -ut A-'-; - 

- iiiis 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No. : KH2/9268 

Ministry of Oil Date; 8 Rabi I, 1420H 

State Oil Marketing Organization (State Company) Equivalent to 06/21/1999 


Stamp 

Ministry of Oil/OfJice of the Minister 
No.: 6890 
Date; 06/21/1999 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the statement of special requests in phase six that was approved as per the letter of the 
presidency of the republic- the Secretary-letter no. 3080/K dated 05/27/1999, please find below 
the details of the contract signed with Genraar Company (Charles Pasqua) as follows: 

1- Number of Contract: M/06/74 

2- Date of Contract: 06/19/1 999 

3- Name of Company Buyer: Getunar Resources GMBH, (Charles Pasqua) 

4- Nationality: Swiss 

5- Quantity: (3) million barrels 

6- Type of Crude Oil: Kirkuk 

7- Destination of Crude Oil: Europe 

8- Pricing Formula: Europe 

9- Period of Supply: until 11/20/1999 

10- Estimated Value of Contract in Dollar: about (39) million dollars (based on the rate of 
$ 13/barrel) 

For your review and approval, please. 

Regards, 

r 

Saddam Zeben Hassan 
Executive Director 

For the Approval of the Minister 


1 approve 



06/22 
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,p^j« ci*>j>' ^ r-i 


iji j»Ji 

: .^<-\N ;■ ■ J-WU.U3 _ 

A UTv't^J/ N -• . - ' ijcJi 

fUM/V c>^ ^ J-’-^ ' 

’ ". ' 11 ■ iMr''-‘- '■ ‘'1^^ I~A , 






■■ .■■■ •.‘'■''i--';'7-‘'-'',''«/06/74 ' » , , 1- '- ■— WJ- ^’->' “' 


rVV- ; '<>1/06/74 : 




'■ ' , x;. '>Xl><fcC; c»»«* t!raa®?s ,aiK; '■ !' ^1.-“^'^.,. / ' 


'.--»■ V •■' }“ ' ' . ,-’ • 


(T)_ ' ; I 


•y ■ ...ly-.V: iy';|i;'-;:';.;;:» /.wj, ; 

■ ■*'!'“.■ ’ " ‘'-f'.' '*''^''V;iV''i'i' Vi' 


. * ■- *■ :'. ! ■'■SjX-. ■'•■X.'. 'Si' *''X- ■■-'i' ''-X-'!- * ‘ 

Xsi’.i ,( ■ ';';■i;‘'‘^ i;''',;';.,' T.i.;. .iX'.' ’'' ■j''!X,v'X;, X''-'X?X-ifuV' ■iX’!)'-;^'.’'.'' i-Xv,'.'.. .''"r j 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.; KH2/15083 

Ministry of Oil Date; Jumada Al-AMiirah, 1420 H 

State Oil Marketing Organization (State Company) Equivalent to 10/05/1999 


Stamp 

Ministry of Oil/Office of the Minister 
No.; 11388 
Date; 10/07/1999 


To; H.E. the Oil Minister 

RE; Additional Quantities in Phase Six 

All companies we do business with, and with whom we had the chance to meet or have a 
telephone conversation with their representatives lately, have shown the desire to obtain 
additional quantities during this phase. 

Enclosed is table no. (1) for the companies in phase six and the additional quantities they 
requested (which we received in the form of a written or verbal request). 

Enclosed, as well, is table no. (2) with the contractual and lifted quantities in the current phase 
and up to date. 

Please review and advice. 


Regards, 



Saddam Zeben Hassan 
Executive Director 


Enclosures: 

- (2) tables 

[TC: There is a hand-written note in Arabic that reads as follows] 

It is still under discussion waiting for the instructions of the vice-president of the republic, . . 
taking into consideration that the deputy prime minister endorsed the increase of (1) million 
barrels and (0.7) million barrels as indicated. 



1- Pasqua (1) million 1 Permanent Subcommittee «n Investigations 










1,1 .Vtl'St! 




iifi 







Table no. (1) 


Country/Company 

Contractual Quantity 
(million barrels) 

Additional Quantity 
Requested (million barrels) 

Remarks 

France 

A- Special reauests 
Charles Pasqua 

(Genmar Company) 

50.3 

3 

Unspecified 
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GENMAR RESOURCES GMBH 

V ZentnlitruM, }0>t2 

^ WydeidKi^i«t2 

CH - 6030 Ebtlcon-Lueeme 



telephone : 4t 4450t6? 

tsl«f«x t -Ml *t 4450166 
telex : S62.012 genm eh 


22nd October 1999 


To United Netionjs 

Attn Mr. Alex Kramer 

Fax +1 212 963 1628 


Re : Geiuiiar lUeoorcea GmbH / 50M0 Crude Oil Sales Contracta 

M/06/66 and M/06/74 


Please be lulvised that we have agreed to die following amendmerits to oinr controls 
with Somo: 


Contract M/06/66 
Quali^ 

C^untity 
Loadpoit 
Destination 
Date of loading 

Contract M/06/74 

Quality 

Quantity 

Loadpoit 

Destination 

Date of loading 


Basrah Light Crude Oil 
additxonal 800,000 bbls 
AlBakr 

US D^tinations 
November 


Basrah Light Crude Oil 
additional 1 ,000.000 bbls 
AJBakr 

Destinations 

Novmber 


Please note that we intend to lift this cargo in one lot. 
We would be grateful for your approval of the above. 
Thank you for your assistance, 
ft Yours truly. 





iources GmbH 
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UNITED NATIONS 


NATIONS UNIES 


SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/1999/OIIV1242/OC.61/add.l 27 October 1999 


TO: GENMAR RESOURCES GMBH 
SWITZERLAND 

FROM: THE OH. OVERSEERS /ff* 

UNDER SECURITY COUNCBf^ 
RESOLUTION 986 

FAX NO.:01 1-41-41-445-0166 

FAXNO.: (212)963-1628 

ATTENTION: Mr. Stuart CLEMENS 

REF.: OIL-FOR-FOOD ARRANGEMENT 

! TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 I 


AMENDMENT : 


Re: Contract Number: M/06/74 UN REF: S/AC.25/I999/OIL/1242/COMM.74 

Between: SOMO and “GENMAR RESOURCES GMBH” 

Date of Receipt: 22 October 1999 


PLEASE BE ADVISED THAT THE AMENDMENT TO THE ABOVE 
CONTRACT : 


CONTRACTUAL VOLUME INCREASED BY 1,000,000 BBLS OF BASRAH LIGHT 
CRUDE OIL FOR USA DESTINATION. 

OTHER TERMS AND CONDITIONS REMAIN UNCHANGED. 

APPROVED BY SECURITY COUNCIL COMMITTEE ESTABUSHED 
BY RESOLUTION 661 (1990) CONCERNING THE SITUATION BETWEEN IRAQ 
AND KUWAIT. 


REMARKS: 


cc: 

SOMO 

BNP 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 


Permanent Subcommittee on lnves(igations 

JPSI^StaffRgt^PG)-Ff|^ 
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12/17/1999 


Statement of Quantities Allocated in the Phase Subsequent to Phase Six 
(Special Requests) 


Country 

Allocations 
in Phase Five 

Allocations 
in Phase Six 

Allocations in the 
Phase Subsequent to 
Phase Six 

Remarks 

Permanent 

Member 

Countries 





3- France 

15% 

13.3% 

33.3 11.9% 


B- Special requests 

4.8% 

6.1% 

5.5% 


- Charles Pasqua 


4 million 
barrels 

3 million barrels [“4” 
was originally 
written, but then 
crossed out] 



[There is a hand-written note in Arabic to the top right comer of this page that reads as follows] 

It has been modified as per the instruction of president leader, may God protect him, during the 
meeting on Friday morning, 12/17/1999. 

[Signature] 

12/17 

[There is another hand-written note in Arabic to the bottom of this page that reads as follows] 

As per central order no. 2, no increase will be allowed on the quantities of special requests that 
were approved on 12/17/1999. 


Pertnanenf Subcommittee on Investigations 

JPSIStaffRgt^^Gi-FN^ 
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424, JAS. 2000 il'.Ol 


50M0. BkGHOMi 


nX KO 0CI964r2t)5«“'''- 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/07/92. 


fMPfAneszEir 

24-JfiN-2000 10:49 


li:IO ausoruckszeit 


Permanent Subcommittee on Investigations 

£SIStaffRgt^PG^-FN^ 


M.JAH. !I;2I 


P.02 
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24-n. JAR 2000 |li;49 SOMO, BAGHDAD 


FAX NO. 


e. PAymente to SBLLEl* und*r fiub Article 5-5 »nd Svb Article 

6-7 of Section Two# end eny otbcr peymente or awards under 
Article Thirteen of Section Two, are subject to the approval 
of the 661 Committee. 

9. This Contract shall be subject to fiCR 966, SCR 1111, SCR 1143, 
SCR 1153, SCR 1210, SC» 1242, SCR 1281, the Procedures and the 
Memorondvttn o£ Understanding between the Sccreteriat of the 
United Nations and the Government of Iraq on the implemen- 
tation of SCR 996 (United Nations document 8/1996/356, dated 
20 Hay 1996). 


other Terme and Conditions as per the atandard SOKO General 
Conditions T.O.B. Crude Oil Salas Contract (Saction TVo) 
as per contract K/06/74 dated 19/6/1999. 


ADPRESSSS i 


ART1C1.8 TEN 


In addition to the notlcaa, declarations and other communications 
required undor Article Fourteen, notices, approvals, declarations 
and ^mmunicatlons required above for the Overscere, on behalf of 
the 661 Committee, shall be effected at the addresses ImIows— 

FOR SRLLRP; 


6TATE OIL MARKETING ORGANISATION 

p.o.nox SllB 

BAGHDAD - IRAQ 


TELRX I 
TBLBPMONGt 

FAXt 


212198 - 212199 SOMO IK 

964-1-2869561 


966-1-7742040 - 10 
964-1-2853925 


Lines 


FOR BUVERj 


GeWMAR RSeOURCCe GMRH 
ZENTRAL5TRA88E, 10-U 
WyOENBOPPPLATZ 
,CH-6030 E6IKON-LUCERNE 
SWITZERLAND . 

TLX: 862322 GENH CH 
TP.Li 41 41 4450167 
FAX: 41 41 4450166 


FOR OVERSEERS : 

UNITED NATIONS, NEW YORK, U.S.A 
FAXi 212 - 963 - 1628 

Thio Contract has been done and signed on the zziid day cjfe Jon, 2000 

/] 

FOR SELLER 
SADOAM 2. IIASGAK 
EKRCUTIVB DIRECTOR GENERAL 


10 



EMPFANGSZEIT 24.JAfi. 1i:23 AUSDRLiCXSZEIT 24. JAN. 11:34 


97;i 


P.0S 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/1410 

Ministry of Oil Date: 18 Shawal, 1420H 

State Oil Marketing Organization (State Company) Equivalent to 01/24/2000 


Stonp 

Ministry of Oil/OfBce of the Minister 
No.: 1004 
Date: 0I/25/20(K) 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the statement of allocations in phase seven that was modified and approved on 12/17/1999, 
please find below the details of the contract signed with Genmar Company (Charles Pasqua) as 
follows: 

1" Number of Contract: M/07/92 

2- Date of Contract: 01/22/2000 

3- Name of Company Buyer: Genmar Resources 

4- Nationality: Swiss 

5- Quantity: (3) million barrels 

6- Type of Crude Oil: Kirkuk 

7- Destination of Crude Oil: Europe 

8- Pricing Formula: Europe 

9- Period of Supply: until 06/08/2000 

10- Estimated Value of Contract in Dollar: about (66) million dollars (based on the rate of$22/barrel) 
For your review and approval, please. 


Regards, 



Saddam Zeben Hassan 
Executive Director 


For the Approval of the Minister 
I approve 



01/27 01/28 


[Page footer] 

Arabic Telex 5834 SOMO telex 212198 / 212199 

P.O. Box 5118 Baghdad - Iraq Tel. 7742040 - 1 0 


Permanent Subcommittee on Investigations 

^PSIS^ifRgt^PG^J^ 
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Statement of Allocations for the Phase Subsequent to Phase Seven 
(Million Barrels) 


No. 

Country 

Allocations in 
Phase Six 

Allocations in 
Phase Seven 

Allocations 
for the Phase 
Subsequent to 
Phase Seven 

Remarks 


rPraiice 

52 • - ■ 

12.3% 

31.9 

-• 9%, 

.32.5- 

«-’8;i%: 

'’S-e 


B- Special 
Requests 









Charles 

Pasqua 

4 


3 


4 




Permanent Subcommittee on iBvestiealion^ 

JPSIStaffRgt£2J™^ 
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21,5EP. 2G0C''- 9:07'^ ' 




f.-.S !IC. 


S . 3 p j 


STATK OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M / 08 / 1 f 3 


EMFfAHGSZUr 21. SE?. 2:33 a’JSORUCXSZEJT 21. SE?. 7;50 


EMPfANSSZEiT 2). SEP. 7-33 AtJSDWaSZtIT ?1. SEP. 


21-SEP-2000 Z6‘■^7 


Qf?x 


Permanent Subcommittee on Investigations 

PSISta£Rgt_^PG^J[NJ^ 


7 -SO 
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mi— III 11^ "■» 

•2i: SEP. 2000“ 9:10'*’' 


SOH7, tAOHIAi! 


FA? liJ. 




R. P«ymQn!-; to SEILER Ufidtr Sub Article S-b an-i '/Mb irti.-’v 
f'- ' fit ^nction Two, and any ether payments ?>r 
ArilrTfl Tnirtecn of Section Two, are subject to 'nrj ♦ot'--; '■•'•j ? 
or the 6fi Committee,^ 

•K Thifi t'Oflract shall be subject to SCi< 9b6. SC’’ IM*. 'Tn 
St.v' ilf-3. SCR 1210, SCR 1Z4Z, SCR 12^1, SCR 1 3D? . xm 
Pp'oce<iiJ»'cs and the Memorandum of Underst sj n« i r.r/ bctwes-’ 
SnrreT.arl at of the United Nations and the CovC'r'if‘‘t?rt 
an the implementation of SCR 586 (Unfred Nat’-r-'is dcc:-rrn' 
W'.ii96,»56. dated 20 May 1996). 

M'u'r fr.'-ins jnd rondit-fons as per the standa'-d 
'■.ppifi t r ior.'; B. Crude Oil Sales Contract (Section 
;iv V- rt^ 3 Ct, Wo. M/0//9Z dated 2Z/i/?nnC, 


article tew 

I. b s.-.^ : : ■ ' 

If. .liid-i'.’ftfi tf} the notices, declarations and .n.hp'f' ::ymf"un icat t» 
'•fi’nuirtrd upidar Article Fourteen, notices, aporr- v'a i , nf>c I*’-.? t • t'i 
.'in.T icat Ions required above for the Oversenri, ■'n, oe<-6*' •■■*' 

“.•'f' t;6l I'rjfi/r { j: t,^.e , shall be effected at the ad c re s '» f"» fclow,- 

Fj5j}_SCU^F«r 

'./■•ri: >‘i. MaRRCTIKG oroanuatjon 

».r.no?' '1118 

Ti'irv; 212198 - 212199 -SOHO \K 

rr. 1 ; 964-1-2869561 

96A-1-7742040 - 10 Lines 
rA.'<; 964-1-2853925 

LPi.L 

CLwmAh RiSOURCES SHBK 
/I Kl!|/.l,S*RA.SS£, 10-12 
VVf/I'NHCPrPLATZ 
LH-fO.lO 114 TKON-tUCCRME 
ewT T'Ctti.Awn 
rt*/' CEWM CH 

rCLt 4} 41 4450167 
-•AV: 41 41 4450166 


■•n/ < [IVCUSEFOS : 

.fNjr'l) NffTlONS, NEW rORK, U.S.A 
■‘AV; 7iz . 963 - 1628 


boon done and sipned 


r.iR sni.FM 

‘:A0l?A^' 7. MASSAN 

ni^i-CrOH GENERAL 



EMPfSSaSZEIT 2i, SEP. 7:33 AilSDSUCKSZEIT 21, SEP. 7:49 


2i-^p-2000 asiie 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/ 1 6964 

Ministry of Oil Date: 23 Jumada II, 1420H 

State Oil Marketing Organization {State Company) Equivalent to 09/21/2000 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 12641 
Date: 09/22/2000 

To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

With reference to your editorial comment on 06/25/20CK) regarding the statement of allocations in phase eight, please 
find below the details of the contract signed with Genmar Resources GMBH Company (Charles Pasqua): 

1 - Number of Contract: M/OS/l 1 3 

2- Date of Contract: 09/21/2000 

3- Name of Company Buyer: Genmar Resources GMBH 

4- Nationality: Swiss 

5- Quantity: (4) million barrels 

6- Type of Crude Oil: Kirkuk 

7- Destination of Crude Oil: Europe 

8- Pricing Formula: Europe 

9- Period of Supply; until 12/05/2000 

10- Estimated Value of Contract in Dollar: about (104) million dollars (based on the rate of $26/barrel) 

For your review and approval, please. 


Regards, 



Saddam Zeben Hassan 
Executive Director 


For the Approval of the Minister 
I approve 



10/05 


[Page footer] 

Arabic Telex 5834 

P.O. Box 5118 Baghdad - Iraq 


SOMO telex 212198 / 2 12 199 
Tel. 7742040-10 


Permanent Subcommittee on Investigations 

J[SIStaffRg^PG^_-FP^ 
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The Mariam Appeal 

(Unregistered) 


Introduction 

1. This is a statement of the results of an Inquiry under section 8 of the Charities Act 
1993 ("the Act"). 

2. The Mariam Appeal {"the Appeal") was established In 1998. The objects of the Appeal 
as stated in its Constitution were; "to provide medicines, medical equipment and 
medical assistance to the people of Iraq; to highlight the causes and results of the 
cancer epidemic in Iraq and to arrange for the medical treatment of a number of Iraqi 
children outside Iraq". 

3. Part of the Appeal's activities were to bring a young child 'Mariam Hamza' to the UK 
to receive treatment for Leukaemia, a cancer which the founders of the Appeal 
considered to have been caused by the programme of sanctions imposed by the United 
Nations and the use of weapons containing depleted uranium during and since the 1991 
Gulf War. 

issues 

4. In April 2003 the Charity Commission received a complaint that had been presented 
to the Attorney General in response to a newspaper article. The complainant was 
concerned that the funds held by the Mariam Appeal were held for purposes which were, 
or were capable of being, charitable, and that these funds had been used for non- 
charitable purposes, including the funding of visits abroad. 

5. The Commission opened an evaluation on 24th April 2003. During the course of this 
evaluation, the Commission requested information from individuals connected to the 
Appeal. The Commission established that the fund-raising literature circulated prior to 
Mariam's arrival in the UK for hospital treatment expressed the purpose of the Appeal in 
charitable form and that the funds raised in connection with this were for charitable 
purposes. As the Commission had insufficient information from the Appeal at that point 
to satisfy itself that the causes for concern were unfounded, on 27th lune 2003, an 
inquiry under Section 8 of the Act was opened to investigate how the monies raised for 
the Appeal between March 1998 and April 1999 had been spent. 

6. At the same time, the Commission continued to evaluate the later stages of the 
Appeal, In the course of the inquiry, the Commission obtained a copy of the Appeal's 
Constitution that had been used to open a bank account in the Appeal's name and after 
consideration and review of its contents the Commission concluded that the Appeal's 
objects were charitable. 

7. On i3th November 2003 a second inquiry was opened into the Appeal to investigate 
how the monies raised throughout the lifetime of the Appeal had been expended. 

Findings 

8. The Commission concluded that the objects of the Appeal were charitable and that, 
given the level of income raised in the name of the Appeal, it should have been 
registered with the Commission and placed on the Register of Charities. The Constitution 
placed the control and management of the administration of the Appeal with the 


Permanent Subcommittee on Investigations 

PSIStaffR£t^PG^^FNJ0_ 




152 


members of the Executive Committee of the Appeal, who in accordance with the 
provisions of the Act were the charity trustees. 

9. The Commission concluded that ttiose persons who founded the Appeal were unaware 
that they had created a charity. The founders had received legal advice, that the 
Commission considers to be in error, that the Constitution did not create a charity. 

10. The Commission used powers under Section 8 and Section 9 of the Act to obtain 
details of the opening of the Appeal's bank accounts, the signatories on the various 
mandates and the receipt and payment of funds. 

11. Apart from public donations it was established that the major funders of the Appeal 
were the United Arab Emirates, a donor from Saudi Arabia and a Jordanian Businessman 
Fawaz Zuriekat. 

12. The Commission has been unable to obtain all the books and records of the Appeal. 
Mr Galloway, the first Chairman of the Appeal, has stated that this documentation was 
sent to Amman and Baghdad in 2001 when Fawaz Zuriekat became Chairman of the 
Appeal. Mr Galloway has Informed the Commission that this documentation is no longer 
under the control of the original tmstees of the Appeal and cannot be located by them. 
Mr Galloway confirmed that the Appeal did not produce annual profit and loss accounts 
or balance sheets. 

13. The Commission received assurances from Mr Galloway that the monies received by 
him from the Appeal related to expenses incurred in his duties as Chairman of the 
Appeal. 

14. The Commission established that Dr Amineh Abu-Zayyad and Stuart Halford, two of 
the original trustees, received unauthorised benefits in the form of salary payments from 
the Appeal's funds. The information provided to the Commission suggests that the 
Executive Committee considered these payments were necessary and were unaware 
that they were unauthorised. The Commission accepts that none of the Executive 
Committee acted in bad faith and that the services provided were of value to the Appeal. 

15. Some of the activities of the Appeal were political by nature, in particular a 
campaign to end the sanctions against Iraq. The information provided Is consistent with 
the view that these activities were ancillary in terms of expenditure to the purposes of 
the Mariam Appeal. The trustees could reasonably have formed the view that this would 
have the impact of enabling treatment for sick children. 

16. The Commission is satisfied that Mariam's treatment and aftercare were funded by 
the Appeal in furtherance of its purposes. 

Outcomes 

17. The Commission informed the founders of the Appeal that its objects were charitable 
and that accordingly, the Appeal should have been registered with the Commission. 

18. The Commission informed the trustees who had received salary payments from the 
Appeal's funds that these were Indeed unauthorised benefits made in breach of the 
trusts of the Appeal. The Commission has informed these trustees and Mr Galloway that, 
as the services provided were of value to the Appeal and as there was no evidence of 
bad faith on behalf of any member of the Executive Committee, none of them being 
aware that these payments were unauthorised and believing them to be necessary, the 
Commission would not be pursuing recovery of those sums. 
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19. Given that the political activities of the Appeal were capable of being viewed as 
ancillary to the purposes of the Appeal and in light of the fact that the Appeal was closed 
and in view of the difficulties in obtaining the books and records of the Appeal, the 
Commission decided that it would not be proportionate to pursue its inquiries further. 

20. The Commission advised the trustees that they had a duty to keep accounting 
records under trust law and as a charity should have kept and produced accounts in 
accordance with the provisions of the Act. However given that the founders of the 
Appeal were unaware that they had created a charity and because the Commission has 
found no evidence that the funds of the Appeal were misapplied (other than the 
payment of unauthorised benefits to trustees), the Commission will be taking no further 
action on this matter. 

21. The inquiries were closed on 17th May 2004. 

Wider Issues 

22. A body is a charity if it is: 

■ Set up under the law of England and Wales; and 

■ Is established for exclusively charitable purposes 

23. To be a charity an organisation must have purposes that are exclusively charitable. 

A charity's purposes are its objects or aims, which are usually set out in its governing 
document. The meaning of "charitable purposes" is largely based upon the decisions of 
the Court and the Charity Commission over the years. Generally, if an organisation is a 
charity then it must apply to the Commission for registration, and the Commission must 
register it. 

24. Trustees should be aware that they may only apply their charity's assets to further 
its stated purposes and not for any other purposes, whether charitable or not. If there is 
evidence that trustees have deliberately or recklessly used charity assets for 
inappropriate purposes, the Commission will consider taking steps to obtain restitution 
from them personally. 

25. Charities have an obligation to keep accounting records and to prepare accounts. 
There Is a detailed statutory framework for this and for the preparation of annual 
reports. It is designed to meet the need for public accountability for the large resources 
held by charities without adding unnecessarily to the burden on trustees. 

26. In respect of political activities, charity trustees must be able to satisfy themselves 
that there is a reasonable expectation that the charity's campaigning will be effective in 
furthering the charity's purposes, and that the resources the charity uses for 
campaigning are justifiable and proportionate to the outcomes the charity expects to 
achieve. 


http://www.charity-commission.gov.uk/printable.asp?path=/investigations/inquiryreports/m... 5/9/2005 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No. : KH2/729 

Ministry of Oil Date: 19 Shawal, 1421 H 

State Oil Marketing Organization (State Company) Equivalent to 01/14/2001 


Stamp 

Ministry of Oil/Oflice of the Minister 

No.: 616 

Date: 01/15/2001 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the approval of your Excellency, please find below the details of the contract signed 
with Aredio Petroleum Company (Fawaz Zuraiqat - Mariam’s Appeal): 

1- Number of Contract: M/09/23 

2- Date of Contract: 01/12/2001 

3- Name of Company Buyer; Aredio Petroleum - France 

4- Nationality; French 

5- Quantity: (2) million barrels of Basrah light crude oil 

(1) million barrels of Kirkuk oil 

6- Type of Crude Oil: Basrah and Kirkuk 

7- Destination of Crude Oil; the United States, Europe and the East 

8- Period of Supply: until 02/28/2001 

9- Pricing Formula: America, Europe, and the East 

10- Estimated Value of Contract in Euro; about (64) million euros (Based on the rate of $20 per 
barrel) 

1 1 - Surcharge: payable within one month from the date of loading each shipment 
For your review and approval, please. 



Saddam Zeben Hassan 
Executive Director 


For the approval of the minister 
I approve 
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Crude Oil Allocations during Phase (9) of the Memorandum of Understanding* 


- Total quantities lifted reached about (354) million barrels 

- Estimated profit margin of this phase is $0.85 per barrel 

♦Due to the special nature of this phase as the former regime imposed commission on the 
contractors (surcharge amount), and since many companies refused to pay said surcharge, 
therefore, instructions were given to contract with any company willing to pay the 
surcharge. 
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9.This Contract shall be subject to SCR 986, SCR 1111, SCR 1 143 SCR 
1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, SCR 1330, SCR 
136D,SCR1382, the Procedures and the Memorandum of 
Understanding between the Secretariat of the United nations and the 
Government of Iraq on the implementation of SCR 986 (United 
Nations document S/1996/356, dated 20 May 1996). 

All other terms and conditions as per ( Section Two) General 
Conditions of F.O.B. crude oil sales contract and attached 
appendixes 1 & 2 as per Contract No. M /1 0/3 8dated6 /S/2001. 

ARTICLE TEN 

ADDRESSES: 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 
661 Committee, shall be effected at the addresses below;- 
FOR SELLER: 

STATE OIL MARKETING ORGANIZATION 
P.O.BOX 5118 BAGHDAD -IRAQ 
TELEX : 212198-212199 SOMOIK 
TELEPHONE: 964-1-7742040 - 10 Lines FAX; 964-1-88S392S 
FOR BUYER : 

MIDDLE EAST ADVANCED SEMICONDUCTOR ,INC. 

AMMAN ,24 ABU ERSHEID CENTRE /GARDENS ST.-TLAA AL -ALI 
TEL:9626 S533166/5532863/SS22862 
FAX:9626-SS33177 
TLX;2U99 MARJI JO. 

P.O.BOX 7373 AMMAN (11118) JORDAN 
E-MAIL FAWAZ® MEASI .COM -JO 


FOR OVERSEERS 

UNITED NATIONS, NEW YORK, U.S.A. 
FAX: 212-963-1628 


This Contract has been done and signed on the 



it"" day of December 2001. 



FOR SELLER 
ALI R.HASSAN 

ACTING EXECUTIVE DIRECTOR GENERAL 

(S.O.M.O) 


FOR BUYER 
FAWAZ A. ZUREIKAT 
PRESIDENT 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/18304 

Ministry of Oil Date: 4 Shawal, 1422 H 

State Oil Marketing Organization (State Company) Equivalent to 12/19/2001 


Stamp 

Ministry of Oil/OITice of the Minister 
No.: 21214 
Dale: 12/20/2001 


To: H.E. the Oil Minister 

RE; Approval on Exported Crude Oil Contracts 

Based on the statement of allocations dated 12/10/2001, please find below the details of the 
contraet signed with Middle East ASI Company (Mr. George Galloway)/Fawaz Zuraiqat: 

Name of Company: Middle East Advanced Semiconductor. 

Number of Contract: M/1 1/04 
Date of Contract: 12/12/2001 
Nationality: Jordanian 

Quantity; (3) million barrels (2 millions of Basrah light and 1 million of Kirkuk) 

Type of Cmde Oil: Basrah light and Kirkuk 
Period of Supply; until 11/25/2002 

Destination of Crude Oil: Europe and America for Kirkuk, and the East and America for Basrah 
light 

Pricing Formula: America, Europe, and the East 

Estimated Value of Contract in Euro: about (66) million euros (Based on the rate of $20 per 
barrel) 

Surcharge: As per the instructions of your Excellency over the phone on 1 2/1 1/2001 of not 
accepting the company’s proposals unless they pay the debt incurred since phase eight. 

For your review and approval, please. 



Ali Rajab Hassan 
Acting Executive Director 

For the approval of the minister 


I approve 



12/23 
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ARTICLE TEN 

ADDRESSES: 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 
661 Committee, shall be effected at the addresses below:- 

FOR SELLER: 

STATE OIL MARKETING ORGANIZATION 

P.O. BOX 5118 BAGHDAD - IRAQ 

TELEX : 212198-212199 SOMO IK 

TELEPHONE: 964-1-7742040 - 10 Lines FAX; 964-1-8853925 

FOR BUYER : 

MIDDLE EAST ADVANCED SEMICONDUCTOR ,INC. 

P.O.BOX 7373 AMMAN(1 1118) JORDAN 

AMMAN ,24 ABD ERSHEID CENTRE /GARDENS ST.-TLAA AL- ALI 
TEL .9626 5533I66/SS32863/S522862 
FAX ;9626 5533177 

E-MAIL :. FAWAZ® MEASI .COM*JO. 

FOR OVERSEERS 


UNITED NATIONS, NEW YORK, U.S.A. 

FAX : 212 - 963-1628 

This Contract has been done and signed on the 3^'' day of June , 2002 , 


A 



ALI R, HASSAN FAWAZ A. ZUREIKAT 

ACTING EXECUTIVE DIRECTOR GENERAL PRESIDENT 
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Oil Marketing Company (State Company) 

To: The Financial Department No.: KH2/66 

From: Crude Oil Marketing Second Department Date: 06/04/2002 

RE: Contract No. M/12/14 with Middle East ASI (Mr. Gallowavl 

On 06/03/2002, we signed a contract with the aforesaid company to supply it with 
quantity of crude oil as per the following terms: 

Number of Contract: M/12/14 
Date: 06/03/2002 

Name of Company: Middle East Semiconductor 
Nationality: Jordanian 

Quantity & Quality: (3) million barrels (2 millions of Basrah and 1 million of Kirkuk) 
Destination of Oil: Europe and America for Kirkuk oil, and America and The East for 
Basrah light 

Pricing Formula: depending on destination 
Period of Supply: until 11/25/2002 

Approval of Overseers: we will inform you of the approval later on 

Other Terms: as per the general terms in force for the company’s sales FOB AI-Bakr and 

Ceyhan terminals 


Please be informed and act accordingly. 



Ali Rajab Hassan 
Acting Executive Director 

Cc: 

Shipping & Quantities Department / please be informed and act accordingly 


Permanent Subcommittee on Investigations 
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Stamp 

Ministry of Oil/Office of the Minister 
No.: 9825 
Date: 06/04/2002 


In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/6447 

Ministry of Oil Date: 23 Rabi’ I, 1423 H 

State Oil Marketing Organization (State Company) Equivalent to 06/04/2002 

To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the statement of allocations dated 05/22/2002, please find below the details of the 
contract signed with Middle East ASI Company (on behalf of Mr. George Galloway): 

Name of Company: Middle East Advanced Semiconductor. 

Number of Contract: M/12/14 
Date of Contract: 06/03/2002 
Nationality: Jordanian 
Quantity: (3) million barrels 

Type of Crude Oil: (2) million barrels of Basrah and (1) million barrels of Kirkuk 
Period of Supply: until 11/25/2002 

Destination of Crude Oil: Europe and America for Kirkuk, and America and The East for Basrah 
light 

Pricing Formula: depending on destination 

Estimated Value of Contract in Euro: about (66) million euros (Based on the rate of $20 per 
barrel) 

Surcharge: payable within (30) days from the date of loading 
For your review and approval, please. 


Ali Rajab Hassan 
Acting Executive Director 

For the approval of the minister 

I approve 


06/06 
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9, This Contract shall be subject to SCR 986, SCR 1111, SCR 1 143 
SCR 1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, SCR 
1330, SCR 1360, SCR 1382, SCR 1409, SCR 1447, the Procedures 
and the memorandum of Understanding between the Secretariat of 
the United nations and the Government of Iraq on the 
implementation of SCR 986 (United Nations document S/1996/356, 
dated 20 May 1996). 

All other terms and conditions as per the standard SOMO General 
Conditions of F.O.B. crude oil sales contract (Section Two) . 

As per our contract No. M/12/16 Dated 3/6/2002. 

ARTICLE TEN 

ADPRESSES: 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses below:- 


STATE OIL MARKETING ORGANIZATION 
P.O. BOX 5118 BAGHDAD - IRAQ 
TELEX ; 212198-212199 SOMO IK 


TELEPHONE; 964-1-7742040 - 10 Lines FAX : 964-1-885392S 


FOR BUYER : 

MIDDLE EAST ADVANCED SEMICONDUCTOR, INC. 

P.O.BOX. 7373 AMMAN (111 18) JORDAN 

AMMAN, 24 ABU ERSHEID CENTRE / GARDENS ST. TALAA AL-ALl 
TEL: 9626 5533166/5532863/5522862 
FAX: 9626 5533177 
E-M/ikIL:FAWA2@MEASl.COM..JO 


FOR OVERSEERS 

LfNlTED NATIONS, NEW YORK, U.S.A. 
FAX : 212-963- 1628 


This Contract has been done and signed on the 7™ day of January 2003. 





LLER 4/ > 


RAPID A, JASSiM 
DIRECTOR GENERAL 
SOMO 





FAWAZ A. ZUREIKAT 
PRESIDENT 
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In the name of God, Most Gracious, Most Merciful 


To: The Financial Department No.: KH2/1 5 

From: Crude Oil Marketing Second Department Date: 01/25/2003 


RE: Contract No. M/13/48 with Middle East ASI fMr. Galloway) 


On 01/07/2003, we signed a contract with the aforesaid company to supply it with 
quantity of crude oil as per the following terms: 

Number of Contract: M/1 3/48 
Date: 01/07/2003 

Name of Company: Middle Bast Semiconductor, Inc. 

Nationality: Jordanian 

Quantity & Quality: (1) million barrels of Basrah light crude oil and (1) million barrels of 
Kirkuk 

Destination of Crude Oil: America and the East for Basrah, and Europe and America for 
Kirkuk 

Pricing Formula: depending on destination 
Period of Supply: until 06/02/2003 

Approval of the Overseers: we will inform you of the overseers’ approval once we 
receive it 

Address of the Company: as in the previous contract 

Other Terms: as per the general terms in force for the company’s sales FOB Al-Bakr 
terminal 


Please be informed and act accordingly. 



Ali Rajab Hassan Rafid Abd-al-Halim Jassem 

Head of Oil Marketing Second Department General Director 

Chairman of Board of Directors 


Cc: 

Shipping & Quantities Department / please be informed and act accordingly 


Permanent Subcommittee on Investigations 

PSI staff Rpt(PG)-FN 101 




Ki/ 1 3/48 ' 

i^j H.xUiUia)I)L£EAST ASl 


L>® ^ t • • V/ VV '^jUj .iibul 

— t 1, 


M/j3/48 ;: 

'(..r/VY -:s 

MfDDli, LAS r advanced SfAliCONDUCTOR, INC. ; 

'1 > ' . '.t- ■* 

T-jO ' 

iaii| A#-uJij J ^jJj J Np-j 


J — 

_— &xJi 

6- 

— .jail 


i— 

a-iJ 


Sn r . 


^ 




Ari-‘ 




.'• UJj U ijjj JU. ^>1j 1 ». L » ;' jAsl! 4j® 

^ ' -■ V >-4, '; t* 0*^ 

‘ ^ ‘ , " V^‘\ =‘''” '■ '4 '•' 

jS^ ftluA viji *^J^I Jk AiikJ J^US yj ti" . ; ' 

" s . ' - ^ i-a- 




u 


-Jial <l3wj^ xiiatJl J ‘jukB 


iij 

, x li jaAall 

sjti^S ijA:^ O^J ' 


• y ; 

MM cHihj ■ 



180 


United States Senate 

PERMANENT SUBCOMMITTEE ON INVESTIGA TIONS 

Committee on Homeland Security and Governmental Affairs 

Norm Coleman, Chairman 

Carl Levin, Ranking Minority Member 


REPORT ON OIL ALLOCATIONS 
GRANTED TO 
VLADIMIR ZHIRINOVSKY 

PREPARED BY THE 

MAJORITY AND MINORITY STAFFS 
OF THE 

PERMANENT SUBCOMMITTEE 
ON INVESTIGATIONS 



RELEASED IN CONJUNCTION WITH THE 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
MAY 17, 2005, HEARING 

OIL FOR INFLUENCE: HOW SADDAM USED OIL TO 
REWARD POLITICIANS UNDER THE 
UNITED NA TIONS OIL-FOR-FOOD PROGRAM 


181 


TABLE OF CONTENTS 

I. BACKGROUND 1 

A. Saddam’s Manipulation of the Oil for Food Program I 

B. Zhirinovsky’s Political Career 3 

C. Zhirinovsky’s Relationship with the Hussein Regime 3 

H. EVIDENCE THAT VLADIMIR ZHIRINOVSKY WAS GRANTED 

LUCRATIVE OIL ALLOCATIONS 4 

A. Summary of Evidence Concerning Allocations Granted to Zhirinovsky 4 

B. The First Allocation (Phase II) 5 

1 . Letter from Zhirinovsky Requesting OFF Contracts 5 

2. Meeting between Iraqi Ambassador and Zhirinovsky’s Deputy 6 

3. Oil Minister’s Instruction to Grant an Allocation to Zhirinovsky 6 

4. Meeting between Zhirinovsky and Hussein Regime Regarding 

OFF Opportunities 7 

5. Letter from Tariq Aziz Concerning Zhirinovsky’s Oil for Food Delegation .. 7 

6. Sidanco Contracts for Zhirinovsky’s Allocation 7 

7. Zhirinovsky Meets with Saddam Hussein and Tariq Aziz 8 

C. The Second Allocation (Phase III) 8 

D. The Third Allocation (Phase IV) 9 

1. Vice-President of Iraq Approves Allocation to Zhirinovsky in Phase IV 9 

2. Sidanco Contracts for Zhirinovsky’s Oil 9 

3. Zhirinovsky Receives an Additional Allocation of 3 Million Barrels in 

Phase IV 10 

E. The Fourth Allocation (Phase V) 10 

1 . Bayoil Aggressively Pursued Russian Oil Companies 11 

2. Bayoil Orchestrates the Purchase of Zhirinovsky’s Oil Allocation 12 

3. Bayoil Uses Nafta as an Intermediary to Buy Oil Allocated to Zhirinovsky 16 

4. Shipments under Contract M/05/50 17 

F. The Fifth Allocation (Phase VI) 17 

1 . Zhirinovsky Authorizes Nafta to Purchase His Oil Allocation 18 

2. On Behalf of Bayoil, Nafta Contracts for Zhirinovsky’s Oil 18 

3 . SOMO Confirms Nafta’s Contract is on Behalf of Zhirinovsky and 

His Political Party 19 

4. Nafta’s Contract is Increased to 10 Million Barrels 19 

5. Unknown Payments from Bayoil Related to Contract M/06/25 21 

6. Zhirinovsky Requests Additional Oil in Phase VI 22 

G. The Sixth Allocation (Phase VII) 22 

1 . Zhirinovsky Visit to Iraq 22 

2. Tyumen Signs Contract “on Behalf of the Liberal Democratic Party 

of Russia (Mr. Zhirinovsky)’’ 22 

3. Bayoil Pays Roughly $1 Million to a “Russian” in Connection with 

Contract M/07/90 23 

4. Additional Evidence of Zhirinovsky’s Phase Vn Allocation 24 

H. The Seventh Allocation (Phase VIII) 25 

1 . SOMO Grants Zhirinovsky an Oil Allocation for Phase VIII 25 

2. Bayoil Contracts with Tyumen to Buy the Allotted Oil 26 

3. Oil Liftings for Contract M/08/40 and Dubious Payments Totaling 

$2.45 Million 26 

4. Bayoil Financed Illegal Surcharges to the Hussein Regime 27 

5. Zhirinovsky Paid Illegal Surcharges by Giving a Building to Iraq 28 

I. The Eighth Allocation to Zhirinovsky (Phase IX) 30 

1 . Zhirinovsky Leads Another Delegation to Iraq 30 

2. While Zhirinovsky is in Baghdad, a Russian Company Contracts for 

His Allotment of Oil 30 

J. The Ninth Allocation (Phase X) 30 

i 



182 


1 . Zhirinovsky Receives 9* Allocation and Machinoimport Contracts 

for the Allotted Oil 30 

2. Bayoil Contracts with Machinoimport 31 

3. Bayoil Lifts Oil Allocated to Zhirinovsky and Pays More Than 

$800,000 to Machinoimport 32 

4. Machinoimport Pays a Massive Surcharge to the Hussein Regime 32 

K. The Tenth Allocation (Phase X) 33 

1 . Zhirinovsky Receives Another Allocation and Lukoil is the Contracting Party 33 

2. Lukoil Lifts the Oil on Behalf of Bayoil and Bayoil Pays $1.1 Million 

Surcharge 33 

L. The Thirteenth Allocation (Phase XI) 34 

M. The Fourteenth Allocation (Phase XIT) 35 

❖ ❖ 


ii 



183 


This Report presents the evidence gathered by the U.S. Senate Permanent Subcommittee 
on Investigations (the “Subcommittee”) establishing that Russian official Vladimir Zhirinovsky 
was granted lucrative allocations of oil fiom the Hussein regime under the U.N. Oil for Food 
Program.' In addition, this Report reveals how Zhirinovsky assigned those allocations to Bayoil, 
an American oil trader, for commissions of hundreds of thousands - if not millions - of dollars.^ 
More importantly, the Subcommittee’s evidence demonstrates that, in giving money to 
Zhirinovsky, Bayoil knew that it was paying a Russian official on behalf of the Hussein regime - 
in short, the Subcommittee’s evidence establishes that Bayoil knowingly acted as a conduit 
between Saddam Hussein and Vladimir Zhirinovsky. Finally, this Report details how 
Zhirinovsky, Bayoil and certain Russian entities paid millions of dollars in illegal, under-the- 
table surcharges to the Hussein regime in connection with these oil transactions. 

The evidence contained in this Report includes at least six documents related to oil 
allocations signed by Vladimir Zhirinovsky himself. In addition, the evidence includes more 
than 30 documents from the Iraqi Ministry of Oil that expressly identify Vladimir Zhirinovsky or 
his political party. That evidence is presented below. 

I. BACKGROUND 

A. Saddam’s Manipulation of the Oil for Food Program 

Under the Oil for Food Program, Iraq was permitted to sell its oil and use those proceeds 
to purchase food, medicines, and other humanitarian goods. Despite Oil for Food’s noble 
intentions, the Hussein regime quickly exploited the Program for its own political purposes. One 
of its chief manipulations was the exploitation of “oil allocations” to garner political influence 
around the globe. ^ 

To understand how the Hussein regime manipulated these oil transactions, one must 
begin wi th how Iraq sold its crude oil under the Program. The arm of the Iraqi government that 
managed the sale of Iraqi crude oil was the State Oil Marketing Organization, commonly called 
“SOMO.” In order to manage the volume of oil flowing through its pipelines, the Iraqis divided 
its oil supply into discrete units, typically ranging from 1 to 10 million barrels. They then 
allocated these units to prospective oil purchasers, essentially giving those recipients an option to 
purchase that allotment of oil. These options are typically called “allocations.” Assuming that 
SOMO and the purchaser could agree on other contractual terms, such as the loading schedule, 
the purchaser would contract with SOMO and proceed to buy the oil from Iraq.^ The Iraqis 
repeated this allocation process for each of the 13 phases of the Oil for Food Program. 

Soon after the initiation of the Oil for Food Program, the Hussein regime manipulated 
this allocation process to maximize Iraq’s influence around the world. As one Hussein regime 
official described the scheme, Saddam used oil to his geopolitical and strategic advantage.'"' The 
plan was simple: rather than granting allocations to traditional oil purchasers, Iraq gave priority 
to foreign officials, journalists, and even terrorist entities.^ The central purpose of this tactic, 


' The term "Oi! for Food Program” refers to the program implemented pursuant to United Nations Security Council 
Resolution 986, dated April 14, 1995, and the Memorandum of Understanding between the United Nations and 
the Government of Iraq on May 20, 1996. Throu^out this Report, the Oi! for Food Program may be called the 
“Program” and the “OFF Program.” 

^ The term “Bayoil” refers to the Houston-based oil trading company Bayoil (USA) Inc., and its subsidiaries and 
affiliates, such as Bayoil Supply and Trading Limited, Bayoil Technologies, and Bayoil SA. 

^ For a more complete discussion of the oi! allocation process and how Saddam Hussein's regime manipulated that 
process, please see the testimony of Mark L. Greenblatt, Counsel to the Permanent Subcommittee on 
Investigations, before the Subcommittee, dated November 15, 2004. 

■* Oil purchases under the Oil for Food Program were quite different from typical oil transactions. In particular, the 
U.N. was heavily involved in the sale of Iraqi oil under the Oil for Food Program. For instance, the U.N.’s Oil 
Overseers had to approve contracts signed between SOMO and oil purchasers, and participated in the setting and 
approval of the price for Iraqi oil. U.N. agents were also tasked with inspecting and verifying the loading of oil at 
authorized oil terminals. In addition, the proceeds from oil sales were held in escrow in a U.N.-monitored 
account at BNP Paribas, and could be used only to purclwse approved goods under the Program. 

^ Subcommittee Interview of Senior Hussein Regime Official No.l, April 2005. 

^ Subcommittee Interview of Deputy Prime Minister Tariq Aziz, April 21, 2005; Subcommittee Interview of Vice 
President Taha Yassin Ramadan, April 18, 2005; Subcommittee Interview of Senior Hussein Regime Official 
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according to senior officials of the Hussein regime interviewed by the Subcommittee, was to 
engender international support for the Hussein regime and against the U.N.’s sanctions.^ 

By allocating the oil to favored people or entities, the regime forced oil purchaser to 
obtain allocations from those favored few. Those allocation holders essentially became 
gatekeepers to Iraqi oil. As gatekeepers, titey demanded a “commission,” which typically ranged 
from 3 to 30 cents per barrel. In light of the f^t that most allocations consisted of millions of 
barrels of oil, such commissions were quite lucrative, reaching hundreds of thousands of dollars 
per allocation. Therefore, these allocations were extremely valuable, and by doling them out to 
favored individuals and entities, the Hussein regime could siphon millions of dollars to a foreign 
official, journalist, or terrorist entity -- without actually paying a dime. 

In an interview with the U.S. Treasury Iraqi Financial Asset Team, a Hussein regime 
official described how Saddam Hussein devised this plan in simple terms; 

[The source] stated that Saddam Hussein began to utilize the 
Memorandum of Understanding [the Oil for Food Program] to sell 
oil to people who supported him. [The source] explained that this 
was done in order to enhance the power of Saddam Hussein. 

Saddam Hussein instructed that the price [of oil] should be made 
as low as possible and made beneficial to his supporters. Inside 
SOMO this system was nicknamed the “Saddam Bribery System.”^ 

Other senior members of the Hussein regime confirmed that the “Saddam Bribery System” used 
oil allocations to buy political influence around the world. For instance, the Vice President of 
the Hussein regime, Taha Yassin Ramadan, confirmed to the Subcommittee that the allocations 
were indeed “compensation for support.”’ The Vice President also confirmed that “I know these 
people [i.e., allocation grantees] get [a] benefit.”'® Another senior Hussein official confirmed 
that the allocation scheme was “buying influence.”" When asked whether allocation recipients 
would make a profit from the oil transactions, that official declared: “That’s the whole point.”’^ 

The Hussein regime used these lucrative allocations in its primary political struggle - 
ending U.N. sanctions. To that end, it primarily favored those individuals and entities from 
countries on the U.N. Security Council. Senior Hussein regime officials and numerous Ministry 
of Oil documents confirm that the regime steered a massive portion of its allocations toward 
Security Council members that were believed by the Hussein regime to support Iraq in its efforts 
to lift sanctions - namely, Russia, France, and China.'^ For example, several Oil Ministry charts 
expressly separate the allocation recipients by country and specify whether the country is a 
permanent member of the Security Council. Russia, a permanent member of the Security 
Council, was consistently the largest recipient of oil allocations and, according to one Hussein 
regime official, this affinity for Russia resulted from Saddam's desire to show “gratitude” to the 
Russians for their support at the U.N. Security Council.*'* To ensure that the profits of the oil 
transactions would remain in the favored country, allocations recipients were required to assign 


No.l, April 2005. Terrorist individuals and entities who received allocations include the Popular Front for the 
Liberation of Palestine and Abu Abbas. 

'’Id. 

* Memorandum of Interview of former regime official by U.S. Treasury Iraqi Financial Asset Team on March 24, 
2004 (Interview #50). In order to protect the sources and methods used to obtain this evidence, memoranda of 
interviews conducted by the Subcommittee and the U.S. Treasury Iraqi Financial Asset Team are not included as 
exhibits to this Report. 

’ Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005. 

” Subcommittee Interview of Senior Hussein Regime Official No. 2, April 2005; see also Subcommittee Interview 
of Deputy Prime Minister Tariq Aziz, April 21, 2005; Subcommittee Interview of Senior Hussein Regime 
Official No.l, April 2005. 

Subcommittee Interview of Senior Hussein Regime Official No. 2, April 2005. 

Subcommittee Interview of Deputy Prime Minister Tariq Aziz, April 21, 2005; Subcommittee Interview of Vice 
President Taha Yassin Ramadan, April 18, 2005 (describing a "priority list” of countries that were supportive of 
Iraq and were granted preferential treatment in oil allocations); Comprehensive Report of the Special Advisor to 
the DCI on Iraq’s WMD dated September 30, 2004, Volume I (“Duelfer Repon”), p. 3 1. 

’■* Subcommittee Interview of Senior Hussein Regime Official No. 1 , April 2005 . 
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their oil rights to purchasers in their country.^^ For instance, in one document examined below, 
the Iraqis instructed Zhirinovsky that a Russian company, not an American one, must contract 
for the oil allotted to him. 

The recipients of the allocations were determined by a committee of Saddam Hussein’s 
closest advisors, including Deputy Prime Minister Tariq Aziz and the Minister of Oil Amir 
Muhammad Rashid.'^ The committee was led by the Vice President of Iraq, Taha Yassin 
Ramadan.’^ Every six months, the committee would meet to review the allocations and make 
decisions concerning allocations in the upcoming phase.** The committee would evaluate 
“Special Requests” made by individuals around the world who were soliciting allocations.'^ The 
principal criterion for granting the “Sf^cial Requests” - i.e., granting an allocation - was the 
individual’s support for Iraq.^^ Once the committee determined the allocations for the upcoming 
phase, the Vice President would generally discuss the allocations with Saddam Hussein.^' 

B. Zhirinovsky’s Political Career 

A prominent politician in Russia, Vladimir Zhirinovsky has long championed an ultra- 
nationalist, anti-West agenda. Zhirinovsky founded the Liberal Democratic Party of Russia 
(commonly called the “LDPR”) in 1990 and ran for President of Russia in 1991, 1995, and 2000. 
Known for fiery rhetoric, Zhirinovsky gained only 8% of the popular vote in the 1991 
presidential race. In the parliamentary elections of 1993, however, the LPDR stunned the world 
by winning 23% of Russian votes and became the second-largest faction in the Duma. In 1995, 
Zhirinovsky wrote a book entitled “I Spit on the West,” which the LDPR called “a literary work” 
and a “philosophical book.” In 1995, the meteoric rise of LDPR and Zhirinovsky slowed a bit, 
and Zhirinovsky won only 6% of the popular vote in the presidential race. In addition, LDPR’s 
representation in the Duma dropped to 11%, making it the third largest faction in the parliament. 
The LDPR lost additional Duma seats in 1999, and Zhirinovsky's bid for president in 2000 
netted him a meager 2.7% of the vote. In 2003, however, Zhirinovsky’s party improved its 
standing, capturing 12% of the Duma. According to a December 2003 article in the Washington 
Post, Zhirinovsky was “back in vogue in Russian politics.”^^ 

Recently, Zhirinovsky became involved in yet another controversy. On March 30, 2005, 
Zhirinovsky reportedly started a fistfight with opposing members of the Duma.^^ During the 
brawl, Zhirinovsky spit on another parliamentarian. Zhirinovsky allegedly received a concussion 
in the melee. As a result of his misconduct, he was barred from speaking in the Duma for a 
month.^"* 

C. Zhirinovsky’s Relationship with the Hussein Regime 

For years, Zhirinovsky was a tireless and vocal supporter of Saddam Hussein’s regime. 
For example, when negotiations concerning the Oil for Food Program were underway in 1995, 
Zhirinovsky led a delegation of 50 people to Baghdad and called for the immediate end to U.N. 
sanctions against Iraq.” During the trip, he met with Saddam Hussein, Deputy Prime Minister 
Tariq Aziz and Speaker of the National Assembly Saadi Mehdi Saleh.^^ He signed “an 
agreement on cooperation between the parliament of Iraq and the LDPR faction.”^^ In addition, 


'Ud. 

Subcommittee Interview of Deputy Prime Minister Tariq Aziz, April 2 1 , 2005; Subcommittee Interview of Vice 
President Taha Yassin Ramadan, April 18, 2005; Subcommittee Interview of Senior Hussein Regime Official 
No.l, April 2005. 

Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005; Subcommittee Interview of 
Senior Hussein Regime Official No.l, -April 2005. 

Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005. 

Id. 

’’ Id. 

See Washington Post, “Russia Votes as Putin Says,” December 9, 2003. 

See Herald Sun (Australia), “Zhirinovsky sanctioned after Duma spat,” March 30, 2005. 

"Ud. 

See Mideast Mirror, “An Arab Day of Solidarity with Iraq,” February 28, 1995. 

See Xinirua News Agency, February 28, 1995. 

See Official Kremlin Internationa! News Broadcast, March 5, 1995. 
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he signed an agreement on “inter-party ties” between the Hussein-controlled Baath Party and the 

LDPR.^- 

In August 1996, just a few months before the onset of the Oil for Food Program, 
Zhirinovsky made a 3-day visit to Iraq.^^ During the trip, he met with Saddam Hussein, Tariq 
Aziz and the Minister of Trade, olfering pledges of support in Iraq’s effort to end U.N. sanctions. 
Zhirinovsky reportedly told Hussein that his political party, the LDPR, and Russian nationalist 
forces “favor the development of relations between Iraq and Russia.”^^ 

Such pro-Iraq comments were commonplace for Zhirinovsky, especially during his 
frequent trips to Iraq. Over the life of the Oil for Food Program, Zhirinovsky traveled to Iraq on 
at least 1 6 occasions. Those visits followed a similar pattern, in which Zhirinovsky would lead a 
delegation of Russian politicians to Baghdad, meet with Saddam Hussein, Tariq Aziz or other 
senior members of the Hussein regime, and would frequently declare his support for the Hussein 
regime and denounce U.N. sanctions against Iraq. A handful of those trips are discussed in this 
Report. 

II, EVIDENCE THAT VLADIMIR ZHIRINOVSKY WAS GRANTED LUCRATIVE 

OIL ALLOCATIONS 

A. Summary of Evidence Concerning Allocations Granted to Zhirinovsky 

After the fall of the Hussein regime, the Iraqi Ministry of Oil compiled data concerning 
the activities of the regime during the Oil for Food Program.^^ In doing so, SOMO created 
several charts revealing who was granted oil allocations for each phase, and how much profit the 
allocation recipient or oil purchaser generated from the transactions. 

According to these SOMO documents, the Hussein regime allocated millions of barrels 
of oil to Zhirinovsky and his political party, the LDPR, under the Oil for Food Program. Those 
allocations occurred throughout the life of the Oil for Food Program, starling in Phase II (mid- 
1997) and continuing through Phase XII (late 2002). SOMO’s documents indicate that the 
allocations were quite lucrative for Zhirinovsky and the LDPR, generating an estimated $8,679 
million.^^ The information in those Ministry of Oil charts is reflected in the chart below: 


^Ud. 

See Agence France Presse, “Zhirinovsky Wraps up Visit to Iraq After Pledging Support,” August 22, 1 996. 

See SOMO charts entitled “Table No. i: Quantities of Crude Oil Allocated to the Companies during the Phases of 
the Memorandum of Understanding,” and “Table No. 3: An Estimate of the Profits the Companies and Russian 
Parties made from Purchasing the Iraqi Crude Oil during the Phases of the Memorandum of Understanding.” 
According to numerous sources and documents, officials in the Iraqi govenunent would routinely refer to the Oil 
for Food Program as “the Memorandum of Underetanding,” or similar terms. This term refers to the 
Memorandum of Understanding executed on May 20, 1996 between the Government of Iraq and the United 
Nations Secretariat that governed the impleraenlation of U.N. Security Council Resolution 986. For purposes of 
this Report, these charts will be called the “SOMO Allocation Charts.” 

See SOMO Allocation Chart, Table No.3. 
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OIL ALLOCATIONS TO VLADIMIR ZHIRINOVSKY AND/OR HIS POLICITAL 
PARTY UNDER THE OIL FOR FOOD PROGRAM & ESTIMATED PROFITS 


PHASE 

DATES 

ALLOCATION 

AMOUNT 

SOMO ESTIMATE OF ZHIRINOVSKVS 
PROFITS 

!l 

June 1997 -Dcccnihci 1997 

3 6 Million 

S360.000 

til 

Deceniber 1997 -Mav !99S 

7 2 Million 

S700.0O0 

(V 

May 1998- November I'WS 

!0 Million 

S2.000.000 

V 

November 1998 lo May !9‘)‘) 

10 Million** 

SXOii.Oi'iO 

Vi 

May 1999- December 1999 

10 Million 

$735,000 

VI! 

December 1999 -June 2000 

6 5 Million 

S488,0(X) 

VIll 

June 2000 - December 2000 

9 Million 

S2.275.000 

IX 

Occeniber 2000 - July 2001 

b Million 

icoairac? noi performed ) 

X 

July 2001 - November 2001 

4 Million 

S83J,000 

XI 

December 2001 - May 2002 

5 5 MiHiot 

$398,000 

XII 

May 2002 - Decenrlw 2002 

4 0 MiIIkvi 

(coiitraci not performed) 

Total Allocations to 
Zhirinovsky and Estimated 
Profits 

75.8 Million 

$8,679,000 


Senior Hussein officials that were interviewed by this Subcommittee further verified that 
Zhirinovsky was granted oil allocations from the Hussein regime. For instance, the Vice 
President of the regime, Taha Yassin Ramadan, confirmed that Zhirinovsky received allotments 
of oil.^' Another Hussein regime official confirmed not only that Zhirinovsky was granted oil 
allocations, but also verified that the Russian earned money on the transactions: “Of course 
Zhirinovsky would make a profit. That’s the whole point.”^^ 

The Subcommittee has obtained extensive documentary evidence that Bayoil purchased 
the oil allocated to Zhirinovsky in Phases V, VI, VII, VIII, and X. The Subcommittee has also 
uncovered evidence that, in conjunction with these oil purchases, Bayoil paid millions of dollars 
to “Russian,” and other entities based in secrecy havens such as Cyprus. Finally, the 
Subcommittee has uncovered detailed evidence that Zhirinovsky, Bayoil and Russian entities 
made massive, under-the-table payments to the Hussein regime in connection with some of these 
Oil for Food transactions. This evidence is presented in detail below. 

B. The First Allocation (Phase 1!) 

1. Letter from Zhirinovsky Requesting OFF Contracts 

On July 30, 1997, just a few months after the onset of the Oil for Food Program, Vladimir 
Zhirinovsky wrote a letter to the Iraqi Ambassador to Russia Dr. Hasan Fhami Jum’ah.^^ In that 
letter, Zhirinovsky reminded the Ambassador of Zhirinovsky’s vocal support for the Hussein 
regime and his ardent opposition to the U.N. sanctions, saying that he and the LDPR “stood 
fimiiy against the enforcement of the United Nations economic sanctions” against Iraq. 
Zhirinovsky then stated that, “[i]n order to balance the political situation in the world, [the 
LDPR] used our inftuence on the [Duma] to adopt resolutions that will facilitate the economic 


The 10 million barrel allocation in Phase V is comprised of (i) a 3 million barrel supplemental allocation that was 
granted at the end of Phase IV, but lifted in Phase V, and (ii) a 7 million barrel allocation in Phase V. Those 
allocations are discussed in detail in this Report. 

Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005, 

Subcommittee Interview of Senior Hussein Regime Official No. 2, April 2005. 

See Letter from Vladimir Zhirinovsky to Dr. Hasan Fhami Jum’ah, July 30, 1997. 
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cooperation between our countries. A special resolution to lift the economic sanctions on Iraq 
was adopted in particular and by virtue of our party’s efforts.” 

After declaring his steadfast support for the Hussein regime, Zhirinovsky then requested 
that the Hussein regime provide contracts under the OFF Program to his party’s “commercial 
institutions”: 


We have commercial institutions that support the program and 
goals of our party, and possess true potentials and wish to supply 
medicine and food to the Republic of Iraq. I hope that you will 
consider the possibility of companies and institutions we offer to 
participate in the mentioned operations; I suggest adding them to 
your list in order to implement the above-mentioned resolution of 
the United Nations. 1 hope this will serve the ideal steps to bring 
our countries together; it is considered one of the important basic 
elements of our common understanding. 

In a post-script, Zhirinovsky indicates that the LDPR contact person for these “issues” is 
his “assistant for economic affairs,” Mr. Kondratev. 

2. Meeting between Iraqi Ambassador and Zhirinovsky’s Deputy 

Ten days after Zhirinovsky’s letter, the Iraqi Ambassador met with Zhirinovsky’s deputy, 
Mr. Kondratev. This Ambassador later described that meeting and Zhirinovsky’s proposal in a 
letter to the Ministries of Foreign Affaire, Trade, and Oil.^”* Stating that Zhirinovsky “supports 
the participation of his party in the supply of medicine and food as per the Memorandum of 
Understanding signed between Iraq and the United Nations,” the Ambassador recounts the 
meeting with Zhirinovsky’s deputy: 

1 met with Mr. Kondratev, deputy of Mr. Zhirinovsky for 
Economic Affairs, in the presence of Trade Counsel in this 
embassy on 08/10/1997. Mr. Kondratev requested the possibility 
to fulfill the wish of the head of the Liberal Democratic Party of 
Russia, with whom we have strong relationships, and who has been 
supportive of Iraq’s position, whether at the Duma Council or in 
the mass popular meetings and others. We informed him that Iraq 
has no objection to cooperate with them according to traditional 
rules of trade.... 

3. Oil Minister’s Instruction to Grant an Allocation to Zhirinovsky 

Immediately after receiving the letters from Zhirinovsky and the Iraqi Ambassador to 
Russia, the Minister of Oil forwarded the correspondence to SOMO, and instructed SOMO as 
follows: 


You need to call our ambassador in Moscow to settle the issue of 
supplying them with an appropriate quantity of crude oil, taking 
into consideration that they have already put in a request in this 
regard. 

SOMO responded to the Oil Minister’s instruction two days later on September 16, 1997, in a 
letter entitled “Contacting Mr. Vladimir Zhirinovsky.”^^ According to SOMO’s letter, it held a 
telephone conference with the Iraqi Ambassador to Russia “in connection with allocating a 
quantity of crude oil to Mr. Vladimir Zhirinovsky, head of the Liberal Democratic Party of 
Russia.” SOMO informed the Minister of Oil that “Zhirinovsky’s company has not been 
registered yet at the United Nations.”^’ 


See Letter from Dr. Hasan Fhami Jum’ahto multiple recipients, August 21, 1997. 

The precise meaning of the phrase “traditional rules of trade” in the Ambassador's letter is unclear. 

See Letter from SOMO Executive Director Saddam Zeben Hassan to H.E. the Minister of Oil entitled “Contacting 
Mr. Vladimir Zhirinovsky,” September 16, 1997. 

This sentence suggests that the company Zhiriirovsky proposed to contract for the allocated oil had not yet 
obtained authorization by the U.N., as required under the rules of the Oil for Food Program. 
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4. Meeting between Zhirinovsky and Hussein Regime Regarding OFF 
Opportunities 

One high-ranking Hussein official indicated that Zhirinovsky visited the Iraqi embassy in 
Moscow in 1997 to request oil allocations.^* That meeting was captured in a letter written by the 
Iraqi Ambassador to Russia, who described a September 18, 1997 meeting with Zhirinovsky.^^ 
The Ambassador stated that Zhirinovsky’s assistants, including Mikhail Gutseriev, the Deputy 
Speaker of the Russian Duma, attended the meeting. At that conference, the Ambassador and 
Zhirinovsky agreed that Zhirinovsky would send “a delegation” to Iraq. 

Following up on the agreement to dispatch a delegation to Iraq, Zhirinovsky wrote a 
letter to the Iraqi Ambassador listing the individuals that would travel to Iraq to “conduct 
negotiations with the government.”'*® Zhirinovsky wrote, ‘in accordance with the agreement that 
was reached earlier, [I] would like to inform you, that to conduct negotiations with the 
government, a delegation of the following composition is being planned to be sent to Iraq.” 
Included on that list are Mikhail Gutseriev, the Deputy Speaker of the Russian Duma, and 
Anatoly Gromov, a senior official of the Russian oil company called Sidanco. Notably, 
Zhirinovsky indicated that Gromov was “empowered to conduct negotiations and to conclude 
contracts of oil quotas earmarked for the Liberal Democratic Parly of Russia.” 

The Ambassador forwarded Zhirinovsky’s letter to the Ministry of Oil and the Ministry 
of Foreign Affairs. In that letter, the Ambassador noted that Zhirinovsky’s delegation would 
arrive in Baghdad in late September 1997. 

5. Letter from Tariq Aziz Concerning Zhirinovsky’s Oil for Food Delegation 

On October 1, 1997, Tariq Aziz, then Acting Foreign Minister for the Hussein regime, 
wrote a letter to the Minister of Oil entitled “Russian Delegation Visits the Country.”**’ Aziz’s 
letter shines more light on the nature of Zhirinovsky’s delegation: 

[T]he Russian delegation, lead by Mikhail Gutseriev, deputy of the 
Duma Council leader, will arrive in the country on Sunday, 

10/05/1997 to complete the contracts pertaining to oil and foods. 

Zhirinovsky, head of the Liberal Democratic Party of Russia, 
requested full support to the delegation, and mentioned that 
Gutseriev is his personal representative and has full authority to 
sign contracts.... Sidanco general manager to Iraq and the United 
Nations will accompany the delegation in order to buy oil on 
behalf of the Liberal Democratic Party. 

From this letter, it is clear that Zhirinovsky was soliciting oil allocations for him and his political 
parly under the Oil for Food Program and that he was sending a team of representatives to 
Baghdad to negotiate those transactions. After receiving the letter from Aziz, the Minister of Oil 
forwards the letter to SOMO and instructs it to “take the necessary steps to contract for the 
appropriate quantity.” SOMO would heed this instruction within days. 

6. Sidanco Contracts for Zhirinovsky’s Allocation 

On October 7, 1997, Anatoly Gromov, the Sidanco executive that Zhirinovsky had 
“empowered to conduct negotiations and to conclude contracts of oil quotas earmarked for the 
Liberal Democratic Party of Russia,” signed a contract with SOMO for the sale of 1.8 million 
barrels of oil.**^ That contract was numbered M/02/32.^^ 


Subcommittee Interview of Senior Hussein Regime Official No.l, April 2005. 

See Letter of Dr. Hasan Fahmi Jum’ah, Iraqi Ambassador to Russia, to the Ministry' of Oil and SOMO, September 
23, 199'?. 

See Letter from Vladimir Zhirinovsky to Dr. Hasan Fahmi Jum’ah, Iraqi Ambassador to Russia, September 22, 
1997. The Subcommittee obtained copies of this letter in both Arabic and Russian, Reading the two translated 
versions together, the Subcommittee was able to determine the contents of Zhirinovsky’s letter. 

See Letter from Tariq Aziz to Ministry of Oil, October 1, 1997. 

See SOMO Crude Oil Sales Contract No. M/02/32. Because oil contracts under the Oil for Food Program contain 
standard language, the Subcommittee has included the entire contract for M/02/32, but will include only the cover 
and signature pages of subsequent contracts. 
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The day after Contract M/02/32 was signed, SOMO requested approval for the contract 
from the Minister of Oil.'*'’ At least one Hussein regime official verified that this letter was the 
traditional form that SOMO would use to inform the Minister of Oil of the contract and request 
his approval.^^ In that letter, SOMO wrote, “Please fmd below the details of contract signed with 
Sidanco Russian Co. (for Mr. Vladimir Zhirinovsky, head of the Liberal Democratic Party of 
Russia).’' The name in parenthesis after the oil purchaser, according to several senior officials in 
the Hussein regime interviewed by the Subcommittee, was the name of the allocation recipient.*^*^ 
Typically, SOMO would indicate the identity of the allocation grantee by saying the contract was 
“for” or “on behalf of’ that person or entity. In this case, the letter indicated that the oil had been 
allotted to “Mr. Zhirinovsky, head of the Literal Democratic Party of Russia.” The Oil Minister 
approved the contract just a few days later. 

7. Zhirinovsky Meets with Saddam Hussein and Tariq Aziz 

A few weeks after Sidanco contracted for the oil allocated to Zhirinovsky, the Russian 
made two well-publicized trips to Iraq to demonstrate his support for the Hussein regime. In 
early December 1997, Zhirinovsky led a delegation of Russian officials to Iraq. That trip 
culminated in a meeting between Zhirinovsky and Saddam Hussein and Hussein’s chief deputy, 
Tariq Aziz. During that meeting, Zhirinovsky informed Saddam of his efforts in the Russian 
parliament to lift the U.N.’s sanctions on Iraq and denounced U.S. aggression against Iraq.'*’ 

A couple weeks later, Zhirinovsky led a group of 21 members of his political party to 
Iraq. The puipose of the trip was to deliver 5 tons of medical supplies to the Hussein regime. 
One party leader told Tariq Aziz that the LDPR leaders were prepared to act as human shields 
against any attack by the United States. Aziz publicly thanked Zhirinovsky for his “courageous 
step.”"** 

C. The Second Allocation (Phase HI) 

According to the SOMO Allocation Chart discussed above, Zhirinovsky received an 
allotment of 7,2 million barrels of oil in Phase Hi of the Program. Not surprisingly, Sidanco - 
the Russian company that lifted the oil allocated to Zhirinovsky in Phase II - contracted with 
SOMO for precisely the same amount (7.2 million barrels).'*^ After that contract was signed, 
Zhirinovsky wrote to the Iraqi Ambassador to Russia informing the Iraqis that a “delegation” 
from Sidanco would be traveling to Iraq in March 1998, and requested that SOMO help Sidanco 
in executing the contract.^^ The Iraqi Ambassador then forwarded Zhirinovsky’s request to the 
Executive Director of SOMO; 

Mr. Vladimir Zhirinovsky, Head of the Liberal Democratic Party 
of Russia, has requested help to be offered to members of the 
delegation of the Russian company Sidanco in order to participate 
in the execution of phase three of the Memorandum of 
Understanding of Oil for Food and Medicine. The delegation will 
be arriving by you on Monday, 03/16/1998. Please offer them the 
help and greet them. 

Another Oil Ministry document indicates that Zhirinovsky may have received a second 
oil allocation in Phase III. That document, a letter written by the Executive Director of SOMO 
to the Oil Minister, states that 3 million barrels of oil were allocated to Zhirinovsky, and that the 
oil would be lifted by a Russian company called Rosebulnefte: 


Oil contiacls under ihe Oil for Food Program were numbered chronologically by phase. All contracts began with 
the prefixed letter ‘M,’ followed by the applicable number of the Phase of the OFF Program, The second number 
indicated when in the phase it had been signed. For instance, the third OFF contract in Phase VI was numbered 
M/06/0?. Therefore, Sidanco’s contract M/02/32 indicates that it was the 32"'^ contract executed in Phase II. 

See Letter from SOMO Executive Director Saddam Zeben Hassan to H.E. the Minister of Oil, October 8, 1997. 
Subcommittee Interview of Senior Hussein Regime Official No.l, April 2005, 

See Xinhua News Agency, “Saddam Meets Russian Party Leader,” December 8, 1997. 

See Associated Press, December 27, 1997. 

See SOMO Crude Oil Sales Contract No. M/03/25 (cover and signature page). 

See Telegram from Hasan Fhami Jum’ah to “The Executive Director,” March 12, 1998. 
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Please take into consideration that 3 million barrels of Kirkuk 
crude oil has already been allocated to the aforesaid company 
[Rosebulnefte] in phase three on behalf of the Liberal Party of 
Russia (Mr. Zhirinovsky), who notified the company of being the 
one to lift the quantity that will be allocated to the Liberal Party in 
phase four.^’ 

On the same day, SOMO prepared a chart that describes the allocations doled out in 
Phases III and IV. This chart, entitled “’Quantities Allocation in Phase IV of the Memorandum 
of Understanding,” lists the recipients of oil allocations from the Hussein regime in Phases HI 
and IV and indicates the amount of allotted oil for each grantee. Under the heading “Russia.” the 
chart reveals that an allocation was provided to Rosebulnefte. Next to the company's name 
appears “’Zhirinovsky.” That chart indicates that Zhirinovsky received an allocation of 3 million 
barrels in Phase III. 

D. The Third Allocation (Phase IV) 

1. Vice-President of Iraq Approves Allocation to Zhirinovsky in Phase IV 

According to the SOMO Phase IV Chart, Zhirinovsky was allocated another 10 million 
barrels in Phase IV of the Program. A handwritten note to the Executive Director of SOMO 
indicates that the Vice-President of Iraq “has approved allocating the quantities as indicated in 
this table.” SOMO was then instructed to “take the necessary steps to carry out” the 
allocations. 

2. Sidanco Contracts for Zhirinovsky’s Oil 

Although the chart described above suggests that Zhirinovsky’s Phase IV allocation 
would be lifted by Rosebulnefte, later documents indicate that the allotted 10 million barrels 
were actually purchased by Sidanco. For instance, Sidanco signed Contract M/04/44 to purchase 
the same amount of oil - 1 0 million barrels.^^ The next day, SOMO wrote to the Minister of Oil, 
requesting approval for Contract M/04/44.^‘^ In describing that contract, SOMO makes clear that 
the Sidanco contract was “on behalf of [the] Liberal Democratic Party of Russia/Mr. 
Zhirinovsky”: 


Based on the approval of Mr. Taha Yassin Ramadhan, the vice- 
president of the republic, as per the statement of allocations in 
phase 4, please find below the details of [the] contract signed with 
Sidanco Russian Company (on behalf of [the] Liberal Democratic 
Party of Russia/Mr. Zhirinovsky). 

Additional SOMO documents confirm that Sidanco’s contract in Phase IV covered 
Zhirinovsky’s allocation of For example, a SOMO-created chart, entitled “Exports of Iraqi 
Crude Oil as per the Memorandum of Underslanding/Phase Four from 06/03/1998 to 
11/25/1998,” indicates that Sidanco contracted for 10 million barrels. In parentheses next to the 
company's name appears “Zhirinovsky.” The chart also indicates that 99% of the contracted 
volume-9.941 million barrels of oil - was actually lifted. Ofthose9.941 million barrels, 2.021 
million were exported to the U.S. market. 


See Letter from Saddam Zeben Hassan toH.E. the Minister of Oil, June II, 1998. 

See SOMO chart entitled “Allocation of Quantities in Phase Four of the Memorandum of Understanding” (the 
“SOMO Phase IV Chart”). 

Id. 

Although the signature under this handwritten note is unclear, such instructions to the Executive Director of 
SOMO would typically come from the Minister of Oil. Exan^les of such instructions from the Minister of Oil to 
SOMO are presented below. See, e.g.. Handwritten notation on letter from Saddam Zeben Hassan to the Oil 
Minister, December 5, 1998 (presented in Footnote 61, below). 

” See SO.MO Crude Oil Sales Contract No. M/04/44 (cover and signature pages). 

See Letter from Saddam Zeben Hassan to H.E. the Minister of Oil, July 9, 1998. 

” See SOMO table entitled “Exports of Iraqi Crude Oil as per the Memorandum of Understanding/Phase Four from 
06/03/1998 to 11/25/1998." 
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3. Zhirinovsky Receives an Additional Allocation of 3 Million Barrels in Phase IV 

On October 31,1 998, toward the end of Phase IV, the Iraqi government decided to halt 
dealings with the U.N. weapons inspectoi^. Just a few days later, Zhirinovsky met with Saddam 
Hussein and Tariq Aziz in Iraq for two hours.^® Zhirinovsky pledged his support for Iraq and 
denounced the U.N. sanctions. Moreover, soon after his return to Russia, Zhirinovsky 
submitted a motion to the Russian parliament that called for the lifting of sanctions against 
Iraq.® 

Just two weeks after Zhirinovsky’s various expressions of support, the Hussein regime 
rewarded him with an additional allocation of 3 million barrels of oil. To that end, the Minister 
of Oil instructed SOMO to execute a 2-month extension of Contract M/04/44 - the Sidanco 
contract for Zhirinovsky’s Phase IV allocation - and include an additional 3 million barrels of 
oil. SOMO complied with the Minister’s request, and sent him a letter confirming that it had 
done so.^' In that letter, SOMO once again makes clear that the Sidanco contract was “on behalf 
of [the] Liberal Democratic Party of Russia/Mr. Zhirinovsky”: 

In compliance with the instructions of your Excellency to extend 
the validity of contracts with Russian companies for two months in 
phase 4, to expire on 01/25/1999, we have extended the contract 
signed with Sidanco Company (on behalf of [the] Liberal 
Democratic Party of Russia/Mr. Zhirinovsky). 

The Minister of Oil approved the extension, but instructs SOMO to confirm with “the Party” that 
Sidanco is still acting as its representative: “You need to verify with the Party's representative 
that this company remains its representative.” 

Over the next few months, only two-thirds of the supplemental allocation (1,980,775 
barrels) had apparently been lifted. Zhirinovsky, however, wanted to ensure that the rest of his 
allocation would be purchased. To that end, he sent a letter to SOMO’s Executive Director 
requesting that the Iraqis extend his Phase fV allocation yet again.^^ Zhirinovsky’s letter, 
expressly referring to “Contract M/04/44 of [July 8, 1998],” reads as follows: 

We would like to refer to the above Contract [M/04/44] and to 
inform you that the balance of r019’225 [s/c] US bbls of Kirkuk 
was left over under the above mentioned [sic] Contract after 
completion of the last [ 5 /c] shipment. 

We would appreciate, [s/c] if you agree to extend the validity of 
the above Contract in order to permit O.J.S.C Sidanco to perform 
their contractual obligations and to lift the balance. 

We hope that our wishes will be favourably welcomed and assure 
you of our desire to be of service at all times. 

Zhirinovsky’s request appears to have been successful because Contract M/04/44, which was set 
to expire on January 25, 1999, was extended to April 30, 1999.^^ 

E. The Fourth Allocation (Phase V) 

Zhirinovsky received another sizeable allocation in the next term of the OFF Program, 
Phase V. One SOMO chart lists the allocations doled out in Phase V, and indicates that 7.2 


See Associated Press, November 3, 1998. 

^^See BBC! Summary of World Broadcasts, Republic of Iraq Radio, November 5, 1998. 

^ See Associated Press Online, “U.N, Pulls Woiicers From Iraq,” November 11, 1998 (noting that Zhirinovsky’s 
parliamentary motion failed). 

See Letter from Saddam Zeben Hassan to the H.E. the Oil Minister, December 5, 1998. 

“ See Leder from Vladimir Zhirinovsky to SOMO, undated. Although the leUer was undated, it was stamped as 
received by the Office of the Executive Director of SOMO on April 15, 1999. 

See Letter from U.N. Oil Overseers to Sidanco, April 13, 1999 (granting approval of extension of M/04/44 to 
April 30, 1999). 
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million barrels was “the quantity of Mr. Zhirinovsky.”^ Although Sidanco had marketed 
Zhirinovsky’s previous allocations of oil, the contracting company for this allotment was a 
different Russian entity, J.S.C. Nafta Moscow.^^ Nafta Moscow’s role in the transaction, 
however, was minimal - the company that really orchestrated this oil transaction was the 
American oil trading company, Bayoil. 

1. Bayoil Aggressively Pursued Russian Oil Companies 

In 1998, during Phases IV and V of the Program, Bayoil conducted an aggressive 
campaign to buy Iraqi oil under the Oil for Food Program. Bayoil's efforts were complicated, 
however, by the fact that the Hussein regime had initiated a policy that forbade any direct 
contracting with American or British companies under the OFF Program.^^ In addition, 
according to senior officials in the Hussein regime interviewed by the Subcommittee, Iraq 
demanded that the company that purchased the oil had to be located in the same country as the 
recipient of the allocation. For example, oil that had been allotted to a Russian official had to be 
purchased by a Russian company. That meant that Bayoil, an American company, could not buy 
oil that had been allotted to any Russian individuals or entities. Instead, Bayoil would have to 
arrange for a Russian entity to act as a nominal purchaser for the oil, which would contract with 
SOMO for the oil, and without ever taking possession of it, sell that cargo to Bayoil. 

Accordingly, Bayoil reached out to numerous Russian companies to act as a purchasing 
agent. To that end, on December 2, 1998, Bayoil wrote to Anatoly Gromov, the Sidanco official 
that was “empowered” to buy on behalf of Zhirinovsky and the LDPR.^’ In that letter, Bayoil 
solicited an offer to purchase Sidanco’s Phase V allocation: 

I understand that you may have some Iraqi oil allocation [.f/c]. If 
this is correct wc would like to receive an offer from you for 
quantities available to you under future oil allocation [j/'c] of the 
IraqiAJN Oil for food [sic] deal during the 5'*’ period. 

We are ready to pay market premiums for the oil as well as to open 
the respective Letters of Credit from your name in favor of 
U.N./SOMO for our account, if this is needed. 

Bayoil sent a similar letter on the same day to a different Sidanco representative, and reiterated 
its willingness to pay “market premiums for the oil.”^'^ Bayoil sent yet another letter to Sidanco 
that day. This third letter informed Sidanco that Bayoil's President David B. Chalmers, Jr. and 
its Special Advisor Ludmil Dionissiev would be traveling to Moscow from December 9-14, 
1998, and requested a meeting “to discuss matters of mutual interest.”^^ 

Continuing its aggressive approach, Bayoil wrote an identical letter concerning the 
Chalmers-Dionissiev trip to Vladislav Efremov of Nafta Moscow.’® Bayoil again indicated that 
it wanted lo meet “to discuss matters of mutual interest.” Bayoil’s trip to Moscow and Nafta 
Moscow would ultimately play a central role in the Bayoil-Zhirinovsky transactions. 


See SOMO chart entitled “Statement of Quantities Allocated in Phase Subsequent to Phase Five,” Sidanco and the 
“quantity of Mr. Zhirinovsky,” This chart lists Sidanco as the contracting company, but indicates that Sidanco 
was “omitted from the list of the Ministry of Energy / in order lo enable it to market the quantity of Mr. 
Zhirinovsky.” The precise meaning of this notation is unclear. 

The Subcommittee will refer to J.S.C. Nafta Moscow as “Nafta Moscow” or “Nafta.” 

See, eg.. Letter from Dr, Hassan Fifahmi Juma to“Mr. Z,” December 15, 1998 (presented in Footnote 71, below). 

See Letter from Bayoil Special Adviser Ludmil Dionissiev to AnatoUi Nickolaevich Gromov, December 2, 1998. 
The letter was directed to Anatoly Gromov, the Sidanco official, at an entity called “Gruppa Alliance.” The 
nature of the Gruppa Alliance is unclear. 

See Letier from Bayoil Special Adviser Ludmil Dionissiev to Valerii Ivanovich Polyakov, December 2, 1998, 
BAY04-01467. 

See Letter from Bayoil Special Adviser Ludmil Dionissiev to Valerii Ivanovich Polyakov, December 2, 1998, 
BAY04-01469. 

See Letter from Bayoil Special Adviser Ludnril Dionissiev to V.A. Efremov, December 3, 1998, BAY04-01465. 
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2. Bayoil Orchestrates the Purchase of Zhirinovsky’s Oil Allocation 

Bayoii's trip to Moscow in early December 1998 set the stage for its purchase of 
Zhirinovsky’s Phase V oil allocation. The essence of the Bayoil-Zhirinovsky transaction, as 
described below, involves (i) the assignment of the allocation from Zhirinovsky to Bayoil, and 
(ii) the arrangement of a Russian agent to purchase the oil on behalf of Bayoil. Bayoil 
accomplished both of those tasks in late 1998 - early 1999. The nature of this two-pronged 
transaction is captured in an illuminating series of letters that are presented below. 

(a) Bayoil and Zhirinovsky Must Find a Russian Purchasing Agent 

At some point in December 1998 — presumably during Bayoii's trip to Russia - Bayoil 
reached agreement with Zhirinovsky to buy his oil allocation. Soon thereafter, Zhirinovsky 
appears to have written to Iraqi Deputy Prime Minister Tariq Aziz to propose that Bayoil would 
be lifting his allotment of oil. On December 15, 1998, the Iraqi Ambassador to Russia responded 
to Zhirinovsky, informing him that the Iraqis refused to do business with American companies. 
This correspondence was captured in translated letter to "‘Mr. Z, Leader of the LDPR”: 

To Mr. Z 
Leader of LDPR 
Dear Friend: 

In answer of your letter address[ed] to Mr. Tariq Azis [sic]. Deputy 
Prime Minister of Iraq, I have the honour to convey to you the 
apology of the Iraqi side that Iraq cannot do any deals with 
American companies. . . 

The fact that this translation was found in Bayoii's letters strongly implies that Bayoil was the 
American company that Zhirinovsky had proposed. 

In light of the Iraqi rule prohibiting American involvement, Bayoil was forced to engage 
a purchasing agent that would interface with SOMO. The Russian company Nafta Moscow 
would quickly fill that role. 

(b) Nafta Accepts Bayoii’s Proposal 

During that same month, December 1998, Bayoil reached an agreement with Nafta such 
that Nafta would act as Bayoii’s agent in the purchase of oil from Iraq. Nafta later provided 
written confirmation that it accepted Bayoii’s proposal to act as an agent, in exchange for a 
commission of 3 cents per barrel: 

In addition to our negotiations we confiim our readiness to 
purchase 7-10 million barrels of Iraqi oil, with possible increase 
in quantity, within the scope of the fifth phase of the UN program 
[Oil for Food], under quota which will be set by your company. 

The contract to purchase oil will be entered into by “NAFTA 
MOSKVA” and “SOMO” and it will be implemented exclusively 
by your company at the official purchase price “SOMO,” plus 0.03 
American dollars per net barrel of shipped oil. The stated premium 
added to the official sales price represents the costs of servicing the 
contract by the company “NAFTA MOSKVA.” 

The opening of letters of credit in the name of “NAFTA 
MOSKVA,” but on the account of your company to the benefit of 
the UN will be implemented by “Bayoil” and will bear all 
expenses related to this, 


See Letter from Dr. Hassan Fifahmi Juma to “Mr. Z,” December 15, 1998 (described as “Translation answer to 
Mr. Z, Leader of LDPR”). 

’’ See Letter from V.A. Bunin, General Director of Nafta Moscow, to Ludmil Dionissiev, Senior Advisor to Bayoil, 
December 1 8, 1 998. It is unclear whether the activities of the Russian individuals and political parties detailed in 
this Report violate Russian law, See Memorandum from the Library of Congress, Law Library, Eastern Law 
Division, “Legality of Russian Business Under the Oil for Food Program,” LL File No. 2005-01892, May 6, 
2005. 
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In response to Nafta’s December 18‘^ letter, Bayoil President David Chalmers wrote to Nafta to 
confirm that “your letter reflects our understanding.”^^ Tellingly, Chalmers also stated: “we 
hope that we will be in a position very soon to indicate the quota to be contracted by Nafta and 
SOMO.” 

These letters confirm that (i) Bayoil was responsible for obtaining the “quota” of oil, (ii) 
Bayoil was “exclusively” responsible for implementing the oil purchase, and (iii) Bayoil was 
responsible for financing the transaction through funding the letter of credit. As a result, it is 
clear that Nafta was simply a nominal purchasing agent for Bayoil in the Zhirinovsky 
transaction. 

The parties ultimately consummated their agreements in two written contracts. One 
contract was an agreement by which Bayoil would purchase the oil that Nafta had bought under 
the OFF Program.^'' The second contract was an agency agreement by which Bayoil would pay 
Nafta three cents for each barrel of oil purchased.^^ 

(c) After Nafta is Engaged, Bayoil Details the Transaction to 
Zhirinovsky 

On December 17, 1998, Bayoil President David Chalmers wrote to Vladimir Zhirinovsky 
to confinn the transaction.’^ Chalmers’s letter to Zhirinovsky, who he identified as “The Chief 
of the LDPR’s Faction,” provides crucial insight into the Bayoil-Zhirinovsky arrangement. In 
particular, Chalmers confirms that Bayoil would purchase Zhirinovsky’s allocation and that 
Nafta Moscow would act on behalf of Bayoil: 

Today 1 have returned from a long business trip and I would like to 
confirm that everything on our side is under control and there is no 
change in our position.... You know that we have succeeded to 
put Nafta Moscow as a contracting party for your allocation. 

Chalmers then requests that Zhirinovsky send a letter back to Bayoil confirming that Bayoil will 
purchase his Phase V allocation. In doing so, Chalmers actually provides the precise language 
for the proposed letter, Not only does the draft letter confirm Bayoil's orchestration of the entire 
transaction, it also reveals that Bayoil agreed to pay a “premium” to Zhirinovsky for his 
allocation: 


See Letter from Bayoil President David B. Chalmere, Jr. to V.A. Bunin., December 23, 1998. 

“Contract” between Nafta Moskva and Bayoil Supply & Trading Limited, February 19, 1999. 

See “Agency Agreement” between Nafta Moskva and Bayoil Supply & Trading Limited, February 19, 1999. 

See Correspondence from Bayoil President David B. Chaimerc, Jr. to Vladimir V. Zhirinovsky, The Chief of the 
LDPR’s Faction, December 17, 1998. 
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It would be very helpful for the exanition of the second part of our 
job to receive from you on Letterhead of LDPR, [^ic] the following 
text. 

Quote 

To: Bayoil 

Attn: David B. Chalmers, Jr. [] 

Dear Sirs: 

We LDPR confirm that our Iraqi oil allocation of 7 million barrels 
is assigned to Bayoil. We will confirm to SOMO to contract this 
allocation with company designated by Bayoil. Upon receiving 
from you the agreed premium prior to January 8 '*’, 1999 [ 5 /c]. 

Signed, 

Mr. Vladimir V. Zhirinovsky 
Unquote 

After proposing this language, Chalmers reiterates that Bayoil had agreed to pay Zhirinovsky a 
premium, and indicated that he hoped to do so before the end of 1998: 

We hope that we will be in a position to effect payment prior to 
year end but as there are holidays in the U.S., Europe and Russian 
[s'fc] there may be some delays therefore January 8 '*’ seems an 
appropriate date. 

(d) Bayoil Describes Its “Agreement” to Nafta 

With the two prongs of the transaction set - i.e.y Zhirinovsky would assign his allotment 
of oil to Bayoil and Bayoil had arranged with Nafla to act as an agent to interface with the Iraqis 
- the next step in the process was the formal contracting between Nafla and SOMO. In order to 
execute the contract with SOMO, however, Nafla was obligated to travel to Baghdad. That trip 
was scheduled for early March 1999. Immediately before Nafla’s trip to Baghdad, Bayoil wrote 
a lengthy letter to Nafla, providing detailed advice on how Nafla should interact with the Iraqis.^’ 
This letter provides startling detail concerning BayoiPs relationship with Zhirinovsky. 

The first part of the letter provides Bayoil’s analysis of why the price for U.S.-bound 
Iraqi oil is too high. Bayoil then urges Nafta to remind the Iraqis that Nafla is operating on 
behalf of Zhirinovsky and that increasing prices to Nafla will deny any “benefit” to Zhirinovsky. 
Lastly, Bayoil then reveals that it has a secret contract with Zhirinovsky: 

For the reasons outlined above, it is imperative that Nafla receive 
full flexibility with respect to lifting period and destination for the 
allocation being contracted for and on behalf of Mr. Vladimir 
Volfovich, the LDPR.’® 

... There might be some strong arguments in Baghdad and we 
suggest your answer should be -• [ 5 /c] that you are a service 
company of this contract and you are providing a service to Mr. 

Zhirinovsky, who is one of the greatest supporter [ 5 /c] of the Iraqi 
cause in the world. As SOMO recently increased the price of oil 
for March they have denied [Zhirinovsky] of any benefit from 
March [ 51 c] shipment. 


’’’ See Letter from Ludmil Dionissiev to Yu. N. Poukhov, Deputy General Director of Nafta Moscow, February 24, 
1999. 

Notably, Zhirinov.sky's full name is Vladimir Volfovich Zhirinovsky. 
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Off the record you may say that this contract further on is marketed 
by Bayoil. This is under the agreement between Mr. Zhirinovski 
[5/c] and Bayoil that you are not aware of. 

Bayoil also offered suggestions to Nafta mid the Iraqi government on how to “maximiz[e] the 
economic result for the LDPR.” 

After providing this in-depth advice for Nafta’s meetings with the Iraqis, Bayoil 
anticipated that Nafta would be called upon to act as a “service company” for other allocation 
recipients from countries like Singapore and Bangladesh. Bayoil writes: 

[Nafta] might be asked [in its meeting with SOMO] to contract 
[for] some additional barrels on behalf of third country [jr/c], 

Singapore or Bangladesh. We have informed the contract holders 
[i.e., the recipients of the allocations of oil] that “Nafta Moskva” 
may contract with SOMO the same way you do it for LDPR. 

The letter concludes by noting that Zhirinovsky wrote a letter to the Iraqis requesting an increase 
in his allocation and that Nafta was hand-delivering that letter on his behalf Bayoil emphasizes 
that it wants to purchase any additional barrels allocated to Zhirinovsky. 

(e) Nafta Confirms It Will Buy Zhirinovsky’s Allocation 

At some point in Phase V, Nafta wrote to SOMO to confirm that it would contract for 
Zhirinovsky’s allocation. Nafta’s letter, which appears to have been drafted by Bayoil, slates 
in clear terms that (i) Zhirinovsky received an allocation, and (ii) Nafta would “contract” for that 
allotment: 


We have been informed to contact you regarding the allocation of 
Mr. Vladimir Volfovich Zhirinovski [ 5 /c]. We understood that you 
have approved Nafta Moscow to contract 7,000,000 barrels of Iraqi 
crude oil for the fifth phase under the above mentioned 
allocation.^” 

Like the other correspondence in this series, this letter shines further light on the behind-the- 
scenes mechanics of the Bayoil-Zhirinovsky transaction. Together with the earlier 
correspondence, this letter confirms of several crucial facts concerning the Zhirinovsky 
allocations and the Bayoil-Zhirinovsky relationship. In particular, these letters confinn that: 

• Zhirinovsky and the LDPR received oil allocations from the Hussein 
regime in Phase V of the OFF Program; 

• Bayoil knew that the allocations were granted to the Russian official 
and his political party; 

• Bayoil knew that the oil allocations were granted to Zhirinovsky to 
“benefit” him, and that, by increasing the price of oil, the Iraqis would 
eliminate any premiums destined for Zhirinovsky; 

• Bayoil had a secret “agreement” with Zhirinovsky to purchase his 
allocations and pay him a “premium”; 

• Nafta was simply a “service company” for the contract on behalf of 
Zhirinovsky and Bayoil; 

• Bayoil expected to buy allocations from recipients in other countries, 
and sought to use Nafta Moscow as a conduit in those transactions; 
and 


See Letter from Nafta Moscow to Saddam Z. Hassan, Executive Director General of SOMO, undated. 

The letter appears to be another lener drafted by Bayoil in the name of Nafta Moscow for three reasons. First, the 
letter is not on Nafta letterhead, which appears to have been Nafta’s normal practice. Second, Zhirinovsky’s 
name is spelled “Zhirinovski,” which is how Bayoil executive Ludmil Dionnisiev spelled the Russian’s name. 
See. Letter from Bayoil Special Advisor Ludmil Dionissiev to Nafta Moscow, February 24, 1999 (cited 
above in Footnote 77), 
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• Zhirinovsky wrote to the Iraqis requesting an increase in his allocation, 

Nafta was delivering the letter on Zhirinovsky’s behalf, and Bayoil 
sought to purchase any supplemental allocation. 

3. Bayoil Uses Nafta as an Intermediary to Buy Oil Allocated to Zhirinovsky 

On March 2, 1999, two representatives of Nafta Moscow were in Baghdad to sign a 
contract to buy Iraqi crude oil on behalf of Zhirinovsky and Bayoil. Vladislav Efremov, Director 
of Nafta Moscow, signed Contract M/05/50 between Nafta and SOMO for 7 million barrels of 
oil^‘ Notably, the contract amount of 7 million barrels matches the amount of Zhirinovsky’s 
allotment, as reflected in the SOMO Allocation Chart, Bayoil’s December 17, 1998 letter, 
Bayoil’s January 1 2, 1 999 letter, and Nafta’s undated letter to SOMO.*^ 

Two days after Contract M/05/50 was signed, SOMO officials informed the Minister of 
Oil about Contract M/05/50, and indicated that the contract arose from the Phase V allocation to 
Zhirinovsky and the LDPR; 

Based on the approval of the Vice-President of the republic, Mr. 

Taha Yassin Ramadan, as per the allocations’ statement of phase 
five ..., a contract has been signed on 3/03/1999 with Nafta 
Moscow which was chosen by the Liberal Party of Russia 
(Zhirinovsky) for the supplemental quantity to their allocations for 
phase five 

The Oil Minister approved the contract shortly thereafter. 

On March 22, 1999, Bayoil drafted a letter for Nafta to send to the Acting General 
Director of SOMO, the Iraqi oil marketing agency.'^'* In that letter, Bayoil - under Nafta’s name 
- reiterates that Zhirinovsky had requested an additional I -million barrel allocation and requests 
confirmation that the supplemental allotment will be granted: 

Dear Mr. Pukhov: 

Please send the following telex to Mr. Awni - Acting General 
Director of SOMO. 

Quote: 

With reference to the contract for the 7 Million barrels of [Iraqi] 
crude oil, the holder of the allocation has already sent the written 
request to the relevant Iraqi authorities for the increase of 1 Million 
barrels. 

*** 

Unquote. 

Nafta apparently sent the letter to the Iraqis, but neither Bayoil nor Nafta received a response. 
Seven days later, on March 29, 1999, Bayoil prepared another letter for Nafta concerning the “7 
Million Allocation.”^'*' The March 29”’ letter reiterates the request to increase the allocation by 1 
million barrels and laments that SOMO has neglected to respond: 


See SOMO Crude Oil Sales Contract No. M/05/50 {cover and signature pages). 

Although the SOMO Allocation Chart created after the fall of the Hussein regime indicates that Zhirinovsky was 
granted an allocation of 10 million barrels in Phase V, that figure includes ilie 3 million barrel supplemental 
allocation that was granted to Zhirinovsky at the end of Phase IV. Therefore, the figures in the SOMO Allocation 
Chart comport with those of the documents mentioned above. 

See Letter from Saddam Zeben Hassan to H.E. the Oil Minister, March 3, 1999. 

See Letter from David B. Chalmers, Jr./Ludmil Dionissiev to Y. Pukhov, March 22, 1999, 

See Facsimile from Bayoil to Nafta Moscow, March 29, 1999. 


16 



199 


TO: JSC Nafta Moscow 

Please forward following to S.O.M.O. 

QUOTE: 

TO: S.O.M.O. 

Date: March 29, 1999 


Re: 7 Million Allocaiion {sic\ 

As per our telex message March 22, 1999 regarding holder of 
allocations [^tc] request to authorities to increase by 1 million 
barrels, we have yet to receive a formal response. 

*** 

UNQUOTE: [sic] 

Together, the evidence shows that Bayoii was a key moving party behind the Zhirinovsky 
transaction in Phase V. Bayoii lined up Nafta as the nominal contractor, literally wrote letters for 
Nafta to be sent to SOMO, and coached Nafta on dealing with Iraqi officials. In addition, the 
evidence shows that Bayoii - not Nafta - had direct communications with Zhirinovsky 
concerning his request to increase his allocation by I million barrels, and Bayoii was using Nafta 
as an intermediary to convince Iraq to increase Zhirinovsky’s allocation in Phase V. 

4. Shipments under Contract M/05/50 

Contract M/05/50 resulted in five different shipments of Iraqi oil from late March 
through early May 1999, as reflected in the chart below.^^ The volume of oil shipped in those 
five cargoes totaled roughly 7 million barrels. Bayoii purchased each of those shipments, and 
each cargo was destined for the United Stales. For each cargo, Bayoii maintained detailed ledger 
statements reflecting all income and expenses. Among other information, the ledger statements 
for the M/05/50 shipments show that Bayoii made a payment of exactly 17 cents per barrel to an 
Italian company named United Management.*^’ According to BayoiTs ledger statements, these 
payments were for “Commissions.” A review of Bayoll’s files for these shipments, which 
include hundreds of pages, did not reveal any service provided by United Management in 
connection with these shipments. 


Shipment 

Date 

Oil Lifted 
(barrels) 

Payment to United 
Management 

Rate of UM 
Commission 

1 

3/29/99 

1,949,679 

$331,445.43 

17 centS/T)arrel 

2 

4/9/99 

1,482,633 

$252,047,61 

17 cents/barrel 

3 

4/11/99 

1,996,834 

$339,461.78 

1 7 cents/barrel 

4 

4/18/99 

506,115 

$86,039.55 

17 cents/barrel 

5 

5/6/99 

989,975 

S168.295.75 

1 7 cents/ban-el 

Total Commissions Paid to “United Management” by Bayoii under M/05/50 = 
$1,177,290.12 


F. The Fifth Allocation (Phase Vi) 

As in Phase V, Zhirinovsky received a substantial allocation in Phase VI of the OFF 
Program. Two different SOMO charts - along with a host of documents analyzed below - 


SOMO Commercial Invoice Nos. B.W99, B/101/99, B/99/99, B/1 1 1/99. and B/127/99. 

See Bayoii Supply & Trading Ltd. General Ledgers for M/05/50 (excerpts). Due to the length of these ledgers, 
only the page.s from Bayoii’s ledger statements with pertinent information will be exhibits to this Report. 
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confirm that Zhirinovsky received a lO-milHon barrel allocation in Phase VI. In fact, multiple 
letters presented below indicate that Saddam Hussein personally approved the Phase VI 
allocation to Zhirinovsky. The monetization of that Phase VI allocation followed the same 
pattern as in Phase V - Zhirinovsky sold the allocation to Bayoil, and Bayoil engaged Nafta 
Moscow as an intermediary to contract with SOMO. 

1. Zhirinovsky Authorizes Nafta to Purchase His Oil Allocation 

On April 27, 1999, Zhirinovsky wrote to SOMO, verifying that Nafta was the company 
that would contract for his allocation.^^ The letter, written on LDPR letterhead that featured a 
picture of Zhirinovsky himself, stated: 

We confirm that we have the cooperation with the “NAFTA 
MOSCOW” company. 

The balance allocation for the sixth phase of 1999, in an amount of 
one cargo..., but not more than 2,5 million barrels of [a specific 
grade of Iraqi crude oil], should be assigned to “NAFTA 
MOSCOW” for contracting and lifting. 

In light of the fact that these are Zhirinovsky’s own words, this letter is truly significant. Not 
only does Zhirinovsky openly discuss an allocation granted to him in connection with Phase VI 
of the OFF Program, he also indicates which entity is authorized to contract for that allocation. 
Why Zhirinovsky limits the Nafta contract to only 2.5 million of his 10 million barrel allocation 
is unclear. 

This letter may have been delivered by hand, as Zhirinovsky traveled to Baghdad the 
very next day.^ On this trip, Zhirinovsky led a delegation of Russian officials to celebrate 
Saddam Hussein’s 62”'* birthday and to attend a conference sponsored by the Hussein regime 
condemning U.S.-U.K. military activity against Iraq. During the trip, Zhirinovsky met with 
Tariq Aziz and the Vice President of Iraq Taha Yassin Ramadan, two members of the committee 
that doled out the oil allocations. 

2. On Behalf of Bayoil, Nafta Contracts for Zhirinovsky’s Oil 

With Zhirinovsky’s authorization in hand, Nafta prepared to travel to Baghdad to sign the 
contract for Zhirinovsky’s allocation. On May 24, 1999, just three days before Nafta’s 
representatives would leave for Baghdad, Nafta requested certain critical information from 
Bayoil concerning the contract.^’ The letter by Nafta indicates that Bayoil was orchestrating the 
entire transaction and that Nafta was simply its agent; 

Since our representatives intend to leave Moscow for Baghdad on 
27 May 1999 please urgently advise ... whether necessary 
arrangements are already made in order they could sign Contract 
with “SOMO”, also kindly indicate allocated volumes and grades 
of crude oil. 

This letter reveals that, even though Nafta personnel were departing imminently to sign a multi- 
million barrel oil contract in Baghdad, they did not know (i) whether the “necessary 
arrangements” for the contract had been made, (ii) the volume of oil allocated for this contract, 
or (iii) the grade of oil to be purchased.^^ That Nafta is demanding this information from Bayoil 
is telling - in particular, it reveals that Nafta understands that Bayoil is communicating directly 
with the allocation recipient (i.e., Zhirinovsky) concerning the volume and grade of the 
allocation. 


See SOMO Chart entitled "Statement of Allocations for Phase Subsequent to Phase 7,” June 14, 2000; SOMO 
Chart entitled “Quantities of Crude Oil Allocated to the Russian Companies,” November 1 , 2000. 

See Letier from Vladimir Zhirinovsky to SOMO, April 27, 1999. 

See Associated Press Worldstream, “Senior Iraqi Leadere Meet Russian Politician Zhirinovsky,” April 28, 1999. 
See Letter from Nafta Moscow to Bayoil, May 24, 1999. 

The term "grade” refers to the type of oil purchased. Under Uie OFF Program, buyers could contract for oil from 
Kirkuk or Basrah. Therefore, in this letter, Nafta is requesting that Bayoil identify whether the oil contract will be 
for crude oil from Kirkuk or Basrah. 
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Whether Bayoil responded to Nafta’s request is unclear. Nevertheless, Bayoii must have 
made the ‘'necessary arrangements” for the contract because, just a few days later, Nafta did 
indeed execute a Phase VI contract with SOMO.^^ This contract, numbered M/06/25, covered 
only 2.5 million barrels of oil, as per Zhirinovsky’s instruction in his April 27'*’ letter. 

3. SOMO Confirms Nafta’s Contract is on Behalf of Zhirinovsky and His Political 
Party 

Several days after M/06/25 was signed, SOMO notified the Minister of Oil of the 
agreement, and requested his approval: 

Based on the allocations statement coupled with the approval of 
President Leader (may God protect him) as per the letter of the 
Presidency... regarding the allocation of (10) ten million barrels to 
company of the Liberal Democratic Party of Russia, please find 
below the details on the contract signed with Nafta Moscow 
Company on behalf of the aforesaid party.^'* 

In describing the contract, SOMO mistakenly indicated that Contract M/06/25 covered 4 million 
barrels of oil, rather than 2.5 million. In light of SOMO’s error, the Minister of Oil refused to 
approve Contract M/06/25, instructing SOMO to “correct the numbers.” Several days later, on 
June 8, 1999, SOMO wrote back to the Minister of Oil, indicating that the volume of oil for 
Contract M/06/25 had been corrected from 4 million barrels to 2.5 million.^^ The Oil Minister 
then approved the contract for 2.5 million barrels. 

Both SOMO letters state that Zhirinovsky and his political party had been granted 
allocations of 10 million barrels of oil. In addition, both SOMO letters affirm that Saddam 
Hussein had personally approved the allocations. 

On June 8, 1999, Nafta lifted 2,393,440 barrels of oil pursuant to Contract M/06/25.’’* 

4. Nafta’s Contract is Increased to 10 Million Barrels 

Although Nafta’s contract in Phase VI was limited to 2.5 million barrels, Nafta was 
eventually authorized to lift the remaining 7.5 million barrels that had been allocated to 
Zhirinovsky in Phase VI. On June 30, 1999, Bayoil sent a letter to Zhirinovsky’s son, Igor 
Ledebev. who is also a Member of the Russian Duma.^’ In that letter, Bayoil drafted a letter for 
Zhirinovsky to send to SOMO, in which Zhirinovsky “authorizc[d]” Nafta to lift the remaining 
7.5 million barrels. According to the letter, SOMO had agreed to supply 4 million of those 
remaining 7.5 million barrels in July 1999, leaving 3.5 million barrels for shipment at a later 
date. The Bayoil document states: 


See SOMO Crude Oil Sales Contract No, M/06/25 (cover and signature pages). 

See Letter from SOMO to H.E. the Oil Minister, June 3, 1999. 

See Letter from SOMO to H.E. the Oil Minister, June 8, 1999 (corrected request for approval of M/06/25). 

See SO.MO Commercial Invoice No. B/155/99. 

See Letter from “Ludmi!” to Igor Lebedev. June 30, 1999. TTie author appears to be Bayoil Special Advisor 
Ludmil Dionissiev. 
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PLEASE FIND BELOW FOLLOWING DRAFT TEXT OF THE 
LETTER WE HAVE DISCUSSED TODAY. 

QUOTE 

WE CONFIRM THAT WE HAVE A COOPERATION WITH 
“NAFTA MOSKVA”, MOSCOW AND HEREBY AUTHORISE 
NAFTA TO CONTRACT THE WHOLE REMAINING PART OF 
THE ALLOCATION WHICH, AT THIS MOMENT, TOTALS 
7,500,000 BARRELS OF BASRAH LIGHT CRUDE OIL. 

IN ADDITION TO THIS, WE CONFIRM THAT WE HAVE 
AUTHORISED NAFTA TO LIFT THE ALREADY AGREED 
4,000,000 BARRELS OF BASRAH LIGHT CRUDE OIL 
WITHIN THE PROGRAM DURING JULY 1999. 

AT THIS TIME, WE KEEP OUR RIGHTS TO ADVISE YOU 
AT A LATER STAGE WHEN THE REMAINING 3,500,000 
BARRELS OF BASRAH LIGHT CRUDE OIL WILL BE 
LIFTED BY NAFTA. 

UNQUOTE 


Three days later, on July 2, 1999, Nafta and SOMO executed an Addendum to Contract 
M/06/25, by which the contract volume was increased by 4 million barrels.’* As usual, SOMO 
informed the Oil Minister of the agreement, and sought his approval:” 

Following to our memorandum ... dated 06/08/1999, and based on 
the allocations statement for phase six, which was approved as per 
the letter of the Presidency-Secretary . . . regarding the allocation of 
(10) ten million barrels to the company of The Liberal Democratic 
Party of Russia (Zhirinovsky), please find below details on the 
addendum of the contract signed with Nafta Moscow Company on 
07/02/1999, on behalf of the aforesaid party, as another part of the 
quantity subject matter. 

In describing the addendum to the contract, SOMO makes clear that the revised contract with 
Nafta Moscow was “on behalf of Mr. Zhirinovsky.” SOMO also indicated that, of the 1 0 million 
barrels allocated to Zhirinovsky in Phase VI, “3.5 million barrels remain for future contract.” 

An internal SOMO chart adds further confirmation that Zhirinovsky had been allocated 
an additional 3.5 million barrels for Phase VI.'“ That chart, dated July 12, 1999, indicates the 
“contractual quantities through 07/12/99,” which fell within Phase VI. Under the heading 
“Quantities allocated and expected to be allocated,” the name “Zhirinovsky (Russia)” appears. 
Next to his name, the chart lists 3.5 million barrels. 

That remaining 3.5 million barrels became the subject of extended correspondence 
between Bayoil and Nafta. For instance, on July 15, 1999, Nafta notified Bayoil of its attempts 
to obtain the remaining 3.5 million barrels; 

[Pjlease be advised that yesterday we applied to ‘SOMO’ with 
request to sign by fax Addendum No. 2 to Contract M/06/25 of 
30.5.99 for the increase of quantity up to [10 million barrels].... By 
their telex . . . “SOMO” gave only partial reply to our inquiry. . . . ' 


See Addendum No. ! Contract M/06/25, July 2, 1999. 

See Letter of SOMO to the H.E. the Oil Minister, <teted July 5, 1999- 
See Memorandum from Saddam Zeben Hassan to Oil Minister, July 12, 1999 (forwarding handwritten chart 
reflecting oil allocations). 

See Letter from Nafta Moscow to Bayoil, July 15, 1999. 
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Later that day, Bayoil responded to Nafta’s letter, stating: 

We understand SOMO answer as a silent confirmation of what the 
allocation holder told us, i.e. “the contract is increased to 
10,000,000 barrels....”'® 

From this interchange, it is clear that (i) SOMO had promised the “allocation holder” - 
Zhirinovsky - the additional 3.5 million barrel allocation, and (ii) Zhirinovsky had 
communicated that promise directly to Bayoil. Therefore, Bayoil’s letter provides further 
confirmation that Bayoil had continuing, direct communication with the “allocation holder” - 
Zhirinov.sky - throughout the transaction. 

Bayoil's understanding that the contract would be increased to 10 million barrels 
ultimately proved correct - just a few weeks later, SOMO executed another addendum to 
Contract M/06/25, increasing the volume of oil from 6.5 million barrels to 10 million.'®^ SOMO 
once again requested approval for the change from the Oil Minister immediately thereafler.’^'^ 
SOMO’s letter to the Oil Minister reiterates that these barrels had been “allocat[ed] ... to Mr. 
Zhirinovsky” and that this contract had been executed “on behalf of Mr. Zhirinovsky.” 

5. Unknown Payments from Bayoil Related to Contract M/06/25 

Contract M/06/25 resulted in six different cargoes of oil from June 8 through October 20, 
1999, as reflected in the chart beiow.'®^ Those six shipments carried a total of 7,843,376 barrels 
of oil, all of which was purchased by Bayoil. 

As with each of its cargoes, Bayoil maintained detailed ledger statements reflecting all 
income and expenses. The ledger statements indicate that, in connection with this contract, 
Bayoil paid $1,333,373.92 to an entity called “Fiasco Shipping.”'®^ Those payments to Fiasco 
Shipping amount to exactly 17 cents per barrel - the precise amount that Bayoil paid to United 
Management in connection with the Phase V transaction. Like the payments to United 
Management, the Bayoil ledger statements indicate that these Fiasco payments were “Agent 
Commivssions.” Despite the fact that Bayoil paid Fiasco more than $1.3 million - in payments 
ranging from $42,500 to $406,884.80 - Bayoil’s files do not reflect any interaction with an entity 
called Fiasco Shipping. In fact, Bayoil’s files are completely devoid of any reference to Fiasco - 
there is no correspondence of any kind with Fiasco Shipping, no contract with any entity named 
Fiasco, and no invoice from an entity with the name Fiasco. 


See Letter from David B, Chalmers, Jr. to Nafta Moskva, July 15, 1999. 

See Addendum No. 2 Contract M/06/25, July 31, 1999. 

See Letter from Saddam Zeben Hassan to H.E. the Oil Minister, August 1, 1999. 

See SOMO Commercial Invoice Nos. B/155/99, C/198/99, 0223/99, B/260/99, C/257/99, and B/i93/99. 
See Bayoil General Ledgers for M/06/25 (excerpts). 
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The information concerning each payment is reflected in the chart below: 


Shipment 

Date 

Oil Lifted 
(barrels) 

Payment to Fiasco 
Shipping 

Rate of Fiasco 
Commission 

1 

6/8/99 

2,393,440 

$406,884.80 

! 7 cents/barrel 

2 

7/23/99 

1,889,602 

$321,232.34 

1 7 cents/barrel 

3 

8/23/99 

596,139 

$101,343.63 

1 7 cents/barrel 

4 

9/17/99 

894,936 

$152,139.12 

17 cents/barrel 

5 

9/24/99 

250,000 

$42,500 

17 cents/ban'cl 

6 

10/20/99 

1,819,259 

$309,274.03 

1 7 cents/^arre! 

Total Commissions Paid to “Fiasco Shipping” by Bayoil under M/06/25 = $1,333,373.92 


6. Zhirinovsky Requests Additional Oil in Phase VI 

Toward the end of Phase VI, Zhirinovsky apparently requested a supplemental allocation 
of oil. In a letter dated October 5, 1999, the Executive Director of SOMO informed the Minister 
of Oil that every allocation grantee had requested additional allotments and requested his advice 
concerning the requests: “All companies we do business with ... have shown the desire to obtain 
additional quantities during this phase.”'*^’ Attached to this letter were two charts reflecting data 
about previous allocations. In the attached Table 1, SOMO listed “the companies in phase six 
and the additional quantities they requested.” Under the heading “Special Requests” in Table 1, 
the name “Zhirinovsky” appears. Next to that entry, the chart indicates that the “contractual 
quantity” for Zhirinovsky’s allocation was 10 million barrels, matching the other SOMO 
documentation concerning Zhirinovsky’s Phase VI allocation. Under “Additional Quantities 
Requested,” the table indicates that Zhirinovsky had requested a supplemental allocation of 
500,000 barrels. It is unclear whether that request was granted or if the allotted oil was ever 
lifted. 

G. The Sixth Allocation (Phase VH) 

Numerous SOMO records indicate that Zhirinovsky received another significant 
allocation - 6.5 million barrels of oil - in the seventh phase of the Oil for Food Program. The 
SOMO Allocation Chart, described above, confirms the 6.5 million barrel allocation to 
Zhirino\ sky in Phase VII. Like the allocations for Phases V and VI, the oil was ultimately 
purchased by Bayoil. The purchasing agent for this transaction, however, was not Nafta 
Moscow, but rather a different Russian company, called Tyumen Oil Company.^*^* 

1. Zhirinovsky Visit to Iraq 

In late December 1999, Zhirinovsky traveled to Iraq - apparently his tenth trip in four 
years. On December 29, 1999, Zhirinovsky met with Saddam Hussein, and two members of the 
oil allocation committee. Vice President Taha Yassin Ramadan and Deputy Prime Minister Tariq 
Aziz.*^’^ Zhirinovsky once again reiterated his support for the Hussein regime and opposition to 
the U.N.’s sanctions against Iraq. Zhirinovsky stated that Russia felt “solidarity with Iraq on the 
lifting of the unfair embargo.” 

2. Tyumen Signs Contract “on Behalf of the Liberal Democratic Party of Russia 
(Mr. Zhirinovsky)” 

On January 19, 2000, shortly after Zhirinovsky’s trip to Baghdad, Tyumen executed a 
contract for the purchase of 6.5 million barrels of oil from Iraq."^ SOMO submitted that 


See Letter of Saddam Zeben Hasan to H.E. the Oil Minister, October 5, 1999. 

Throughout this Report, Tyumen Oil Company will be called “Tyumen” or its widely-used abbreviation “TNK.” 
See Agence France Presse, “Saddam Receives Russian Ultra-Nationalist Zhirinovsky,” December 29, 1999. 

' See SOMO Crude Oil Sales Contract No. M./07/90 (cover and signature pages). 
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contract, numbered M/07/90, to the Oil Minister for approval on January 22, 2000.'" In 
notifying the Oil Minister of the contract, SOMO confirmed that the contract was executed “on 
behalf of Zhirinovsky” or the LDPR: 

Based on the statement of allocations (private) for phase seven, 
please find below the details of contract signed with the Russian 
company Tyumen on 1/19/2000 on behalf of the Liberal 
Democratic Party of Russia (Mr. Zhirinovsky): 

1 - Contract No.: M/07/90 dated 1/19/2000 

2 - Name of Company Buyer: Tyumen Russian - on behalf 

of Mr. Zhirinovsky 

The Minister of Oil approved the contract the next day. 

3. Bayoil Pays Roughly $1 Million to a “Russian” in Connection with Contract 

M/07/90 

A couple of weeks later, on February 5, 2000, the oil tanker Golar Dundee lifted roughly 
2 million barrels of oil on behalf of Tyumen pursuant to Contract M/07/90."^ A document 
entitled “Bayoil Cargoes Loaded Under UN Oil-for-Food Program (1997-2003)” confirms that 
Bayoil purchased that cargo from Tyumen."^ BayoiPs internal accounting statement for that 
shipment indicates that Bayoil made a payment of $620,000 to an entity called “Bayvan 
Consulting” in connection with that transaction. The entry on the ledger statement states that the 
$620,000 payment was for “Ageut Commissions.”"** 

A different Bayoil document, however, indicates that the $620,000 payment to Bayvan 
Consulting actually went to a “Russian.”"^ That document is an email from a Bayoil employee 
to Bayoil’s President David Chalmers listing each of Bayoil’s expenses arising from this 
particular Golar Dundee shipment. The list includes, inter alia, the cost of the crude oil, the 
costs to obtain the applicable letter of credit, the U.N.’s finance charges, and the costs of 
chartering the oil tanker. Importantly, at the end of the list appears an entry entitled “Russian 
Commission” for $620,000 - precisely the same amount as the “Agent Commission” paid to 
“Bayvan Consulting.” The list further states that the $620,000 payment is comprised of a 
commission of 31 cents per barrel for a 2 million-banel cargo, the amount carried on the Golar 
Dundee. 

Notably, the document makes clear that the $620,000 payment to a “Russian” is not the 
commission owed to Tyumen, the Russian intermediary, since the Bayoil breakdown of costs 
includes a separate entry of 3 cents per barrel for the Tyumen commission. Specifically, the list 
denotes a payment of $61,315.56 for “TNK Comm,” a reference to Tyumen’s initials. The 
amount of $61,315.56 equates to precisely 3 cents per barrel for the Golar Dundee shipment of 
2,043,852 barrels. As a result, the reference to a “Russian” in connection with the $620,000 
payment does not refer to Tyumen; rather, the $620,000 payment to “Bayvan Consulting” must 
be for a different “Russian.” That Russian - in light of the SOMO documents presented above - 
is likely Zhirinovsky, the allocation recipient. 

Importantly, Bayoil documents reveal that at least two other shipments arising from 
Contract M/07/90 included identical payments of 31 cents per barrel to Bayvan Consulting for 
“Agency Commissions.””^ For instance, the next M/07/90 lifting occurred on February 20'*^, 
involving the oil tanker called Stena Congress. That vessel loaded 750,000 barrels on behalf of 
Tyumen. Bayoil’s ledger statement for that shipment indicates that the company purchased the 
Stena Congress cargo, and made a payment of $221,650 to Bayvan Consulting in connection 


' ' ' See Letter from SOMO to Honorable .Minister of Oil, January 22, 2000. 

See SOMO Commercial Invoice No. B/30/2000. 

See chart entitled “Bayoil Cargoes Loaded Under UN Oil-for-Food Program (1997-2003)” (excerpt). 

' '* See Bayoil Genera! Ledger for Golar Dundee (excerpt). 

See Email from “Jean” to “David,” March 14, 2000. 

‘ Although Bayoil purchased the fourth (and final) shipment of Contract M/07/90, it could not locate the complete 
ledger statement for that shipment. As a result, it is unclear whether Bayoil made a similar 3 1-cent payment to 
Bayvan Consulting in connection with the fourth cargo of Contract M/07/90. That cargo amounted to 1 ,872,090 
barrels, and was lifted onto a vessel called the Stena Conductor on March 20, 2000. It Bayoil made the 3 i -cent 
payment for the Siena Conductor cargo, the Bayvan payment for that shipment would have equaled 5580,374.90. 
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with that transaction.”^ That payment of $221,650 is precisely 31 cents for each of the 750,000 
barrels lifted by the Stena Congress. 

The same pattern continues in the third shipment for Contract M/07/90, which involved 
415,000 barrels lifted aboard the oil tanker Boree. Once again, Bayoil bought that cargo and 
made a payment for “Agency Commissions” to Bayvan Consulting of precisely 3 1 cents for each 
of the 415,000 barrels loaded onto the Boree}^^ The result was a payment to Bayvan of 
$128,650. 

Of the three known shipments, Bayoil paid the “Russian” $970,300, all of which went 
through Bayvan Consulting. Assuming that the pattern continued for the fourth shipment of 
Contract M/07/90 - meaning that Bayoil made the “Agent Commission” payment to the 
“Russian” \’ia Bayvan Consulting - the total amount paid would equal $1,550,647,90. 


Shipment 

Date 

Oil Lifted (barrels) 

Payment to Bayvan Consulting 

1 

2/5/00 

2,043,852 

$620,000 (identiHed as "Russian Commission”) 

2 

2/20/00 

750,000 

$221,650 

3 

3/9/00 

415,000 

$128,650 

4 

3/20/00 

1,872,090 

Unknown - File Incomplete 

Total Known Commissions Paid to “Bayvan Consulting” by Bayoil under M/07/90 = 

$970,300 

Total Probable Payments to “Bayvan Consulting 
$1,550,647.90 

’ by Bayoil under M/07/90 = 


Although Bayoil's files contain nearly one thousand pages concerning the four cargos 
related to M/07/90, not a single sheet of paper indicates that Bayvan Consulting provided any 
services whatsoever in connection with that contract. Simply put, other than individual entries 
on its ledger statements, the Bayoil files contain no reference to Bayvan Consulting - no 
contract, no correspondence, and no Invoices. Nevertheless, Bayoil saw fit to pay that entity a 
“Commission” of at least $970,300 and most likely more than $1.5 million. 

4. Additional Evidence of Zhirinovsky's Phase VII Allocation 

On June 14, 2000, immediately following the end of Phase VII, SOMO created a hand- 
written chart that summarized its allocations for Phases VI and VII, and indicated proposed 
future allocations. That chart, entitled “Statement of Allocations for the Phase Subsequent to 
Phase 7,” indicates that a Russian named “Mr. Zhirinovsky” was granted allocations of 10 
million barrels in Phase VI and 6.5 million barrels in Phase VII. Both of those amounts comport 
with the evidence discussed above concerning Zhirinovsky’s allocations for Phases VI and VII. 
In addition, under the heading “Allocations of the Phase Subsequent to Phase 7,” the chart notes 
that Zhirinovsky was granted an allocation of 9 million barrels. 

Later in June, SOMO drafted another hand-written chart for the Minister of Oil that 
summarized the status of oil allocations for Phase VII. Once again, “Mr. Zhirinovsky” appears 
as recipient of an allocation of 6.5 million barrels for Phase VII. The chart also notes that 
Zhirinovsky’s allocation for Phase VII “has been lifted by Tyumen.” Like the previous chart, 
this table indicates that Zhirinovsky received an allocation of 9 million barrels for Phase VUI. A 
hand-written note on the chart indicates that some of the recipients of the Phase VIII allocations 
had not yet indicated which company would purchase their allotted oil, and therefore SOMO had 
not yet executed contracts for those allocations: “We are still waiting for the private parties who 
were gnmted allocations in Phase 8 to specify the companies, so that we can carry out the 
contract with them.” Zhirinovsky’s Phase VIII allocation is discussed in detail below. 


See SOMO Commercial Invoice No. B/46/2000 and Bayoil General Ledger for Stena Congress (excerpt), 
See SOMO Commercial Invoice No. B/64/2000 and Bayoil General Ledger for Boree (excerpt). 
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H. The Seventh Allocation (Phase VIU) 

The Phase Vlll allocation to Zhirinovsky followed the pattern established with the 
allocations in Phases V, VI, and VII. Namely, Zhirinovsky was granted the allocation, Bayoil 
agreed to purchase the oil allotted to Zhirinovsky, Bayoil engaged a Russian entity to be the 
purchasing agent and interface with Iraq, and Bayoil made significant payments to a mysterious 
entity for each shipment. 

This transaction, however, included one additional element - a massive under-the-table 
payment to Saddam Hussein. Such illegal payments, commonly called “surcharges,” began on 
September 1 , 2000. According to several Hussein regime officials, Saddam learned of the profits 
going to allocation recipients and oil traders that were dealing in Iraqi oil, and sought to capture 
some of those earnings for himself.*'^ One regime official described Saddam’s intent: 

Saddam Hussein began to think the amount of the bribery [from 
the so-called “Saddam Bribery System” of oil allocations] became 
too great. At that point Saddam Hussein implement a system to 
recover some of the bribe money. [The official] explained that this 
eventually became an objective and the supporters [who received 
oil allocations] had to give some of their profits to Saddam 
Hussein. 

Saddam’s plan was straightforward: SOMO would lower the price for oil by a small 
margin and then demand that the oil purchaser pay a surcharge back to the Hussein regime 
through a designated secret bank account. Initially, the surcharges were 10 cents per barrel, 
meaning that a purchaser of 1 million barrels would be obligated to pay $100,000 into a secret 
regime-controlled account. The amount of the surcharge fluctuated over the next two years, 
reaching 30 cents per barrel for more than a year. These under-the-table surcharge payments 
were in direct violation of U.N. sanctions and the Oil for Food Program because they were not 
deposited into the U.N.-controlled escrow account held at BNP Paribas. 

One important aspect of this surcharge scheme was that the Iraqis placed responsibility 
for the surcharges squarely on the shoulders of the allocation grantee.’^' Therefore, in order to 
receive an oil allocation after September 1, 2000, the allocation recipient was required to promise 
to pay the illegal surcharge. There were no exceptions. Accordingly, any person or entity that 
received an allocation after September 1, 2000 knew of and agreed to pay the illegal, under-the- 
table pa>Tnent to the Hussein regime. 

In the Zhirinovsky-Bayoil transaction in Phase VIII, illegal surcharges of more than 
$800,000 were paid to the Hussein regime. Those payments, along with the initial allocation to 
Zhirinovsky, are described in detail below. 

1. SOMO Grants Zhirinovsky an Oil Allocation for Phase VUI 

As discussed above, SOMO’s internal documents reveal that Zhirinovsky was allotted 9 
million barrels of oil in Phase Vlll of the Program. A few weeks after those charts were 
prepared, Tyumen entered into Contract M/08/40 for the purchase of the oil allocated to 
Zhirinovsky in this phase. That contract, however, covered only 6 million barrels, amounting 
to two-thirds of Zhirinovsky’s Phase VIII allocation. It is unclear why the contracted volume of 
oil was lower than the allotted amount. 

Per its typical protocol, SOMO immediately requested approval of the Minister of Oil for 
Contract M/08/40. That letter clearly establishes that Tyumen’s Phase VIII contract was “on 
behalf of Mr. Zhirinovsky”: 


E.g., Subcommittee Interview of Senior Hussein Regime Official No. 1, April 2005. 

Memorandum of Interview of former regime official by U.S. Treasury Iraqi Financial Asset Team on March 24, 
2004 (Interview #50). 

Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005. 

See SOMO Crude Oil Sales Contract No. M/08/40 (cover and signature pages). 

See Letter from Saddam Zeben Hassan to the Honorable Minister of Oil, August 13, 2000. 
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Based on the statement of allocations for Phase VHI, please find 
below the details of contract signed with Tyumen Russian 
company on behalf of Mr. Zhirinovsky (as pari of the 9 million 
barrels allocated to him)...” 

The Oil Minister approved the contract shortly thereafter, on August 15, 2000. 

At some point after the oil contracts had been signed, SOMO began scheduling the oil 
liftings arising from its Phase VIII contracts. One document provides further confirmation that 
Zhirinovsky received an oil allocation in that phase, and that Tyumen had contracted for that oil. 
That document, a hand-written chart entitled “Tabic of Proposed Quantities for September 
2000,” indicates the proposed oil lifting schedule for one month in Phase VIII. The sixth entry 
on the table indicates that SOMO proposed scheduling Tyumen to lift 5.1 million barrels during 
September 2000. The name of the contracting company was written as follows: “Tyumen (Mr. 
Zhirinovsky).” 

Another SOMO document written in Phase VIII confirms that Zhirinovsky was granted a 
9-miliion barrel allocation in that phase.'^^ That document is a chart entitled “Quantities of 
Crude Oil Allocated to Russian Companies.” As its title suggests, the chart lists the person or 
entity that received an allocation in Phase VIII and the amount of the allocation. Entry 21 on 
that list is “Mr. Zhirinovsky,” who was scheduled to receive 9 million barrels of crude oil in 
Phase Vlli. The chart also indicates that Zhirinovsky received a 10-miIIion barrel allocation in 
Phase VI and a 6.5-milIion barrel allotment in Phase VII. 

2. Bayoi! Contracts with Tyumen to Buy the Allotted Oil 

As SOMO was in the process of granting the oil allocation to Zhirinovsky, Bayoil 
orchestrated the purchase of the allotted oil. Like the Phase VII transaction, Bayoil engaged 
Tyumen to act as the Russian purchasing agent that would interface with the Iraqis. To that end, 
Bayoil signed a contract with a Tyumen affiliate named Crown Trade and Finance Ltd. to 
purchase “about 10 million barrels of Iraqi crude oil to be delivered in the frame of the 8'^ period 
of the United Nations programme ‘Oil for food’ subject to actual contractual quantities under the 
Contracts between ‘OAO Tyumen Oil Company (TNK.) and ‘SOMO.’[5ic]”*^ The terms of the 
contract obligated Bayoil to pay Crown three cents for each barrel lifted pursuant to Contract 
M/08/40,, the Tyumen-SOMO contract for Phase VIII. 

3, Oil Liftings for Contract M/08/40 and Dubious Payments Totaling S2.45 Million 

Tyumen, on behalf of Bayoil, began lifting oil pursuant to M/08/40 in September 2000.’^^ 
BayoiTs ledger statements for the Contract M/08/40 transactions show that Bayoil made 
payments of 3 cents per barrel to Tyumen, and other payments of exactly 27.7246 cents per 
barrel for each shipment. These 27-cents-per-barre) payments totaled exactly S2.45 million. 
The expense was identified as an “Agent Commission,” but the ledgers do not reveal the identity 
of the Agent. 


See SOMO chart entitled “Table of Proposed Quantities for September 2000.” 

See SOMO chart entitled “Quantities of Crude Oil Allocated to Russian Companies,” ! 1/1/00 (cited above in 
Footnote 88). 

See “Contract" between Crown Trade & Finance Ltd. and Bayoil Supply & Trading Limited, June 30, 2000 
(excerpt), 

SOMO Commercial Invoice Nos. B/261/2000, B/270/2000, B/3 17/2000, B/33_/2000 (illegible), and 
B/1/2001. 

See Bayoil General Ledgers for M/08/40 (excerpts). 
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Shipment 

1 

Date 

1 

Oit Lifted 
(barrels) 

Rate of “Agent 
Commission^ 

Payment to Unidentified Recipient 
for “Agent Commission” 

1 

9/8/00 

2,073,906 

27.7246 

cents/barrel 

$574,984 

2 ' 

9/16/00 

2,010,489 

27.7246 

cents/barrel 

$557,402 

i 

3 ' 

10/23/00 

] ,050,000 

27.7246 

cents/barrel 

$291,109 

4 

11/11/00 

1,882,481 

27.7246 

cents/harrel 

$521,912 

5 

1/6/01 

1,820,015 

27.7246 

cents/barrel 

$504,593 

Total Payments to Unidentified Recipient for “Agent Commissions” by Bayoil in 
Connection with Contract M/08/40 = $2,450,000 


II is particularly conspicuous that the recipient of the $2.45 million is not named in the 
Bayoil ledger statements. These ledger statements reflect Bayoil’s meticulous accounting for 
each cargo of oil. These statements contain an enormous amount of accounting information, 
including the category of each transaction, the date of each expense or revenue, the amount of 
each such transaction, the method of payment, and the name of the payer/recipient. All cash 
flow - from the de minimus $3.00 receipt to the whopping $50,000,000 expense - is listed in 
precise detail. For instance, the ledger statement for the first M/08/40 cargo includes 136 
separate entries. Of the 136 items, the payment of $574,984 for “Agent Commission” is one of 
only five entries that do not list the name of the related party. The other four unidentified 
transactions appear to be mere accounting adjustments. As a result, even though the ledger 
indicates the parties involved in dealings as minimal as $3, it does not indicate who received the 
massive commission payment of $574,984. 

The same pattern emerges with respect to the second M/08/40 shipment, whose ledger 
includes 137 different entries. As with the first cargo, this ledger includes only one unnamed 
transfer of funds - the $557,402 “Agent Commission.”’^'^ Although the ledger details payments 
as little as $15, the identity of the “Agent” that received more than $557,000 was omitted. The 
ledgers for the other cargoes of M/08/40 follow the same pattern, in which the recipient of the 
$2.45 million is conspicuously unidentified. 

One Bayoil document indicates that Bayoil paid a 27-cent commission to an unidentified 
recipient called “Russians/Other.”’^' That document is an undated chart that breaks down the 
costs and revenues associated with some of BayoiPs previous shipments. In particular, the 
document, entitled “Past Basrah Liftings,” lists the costs associated with Bayoil’s shipments 
from Basrah, one of the two Iraqi export terminals that were authorized under the Oil for Food 
Program. The chart reveals that, for BayoiPs previous shipments from Basrah, it had paid a 27- 
cent payment to “Russians/Other.” 

4. Bayoil Financed Illegal Surcharges to the Hussein Regime 

While the recipient of Bayoil's $2.45 million commission is unclear, other documents 
indicate that Bayoil financed surcharge payments in connection with this contract. One 
document is a spreadsheet created by an Italian company called Italtech. Ttaltech maintained an 
extremely close relationship with Bayoil during the Oil for Food Program. In fact, Bayoil and 
Italtech entered into a revenue sharing agreement, in which they would split profits generated 
from Oil for Food transactions.*^" One of Italtech’s subsidiaries is United Management, the 


Like ledger statement for the first M/08/40 shipment, the second ledger statement includes four accounting 
adjustments that are not linked with an individual or entity. 

See Bayoil chart entitled “Past Basrah Liftings,” undated. 

See. eg. Revenue Sharing Agreement between Italtech S.r.l. and Bayoil Supply & Trading Ltd., December 27, 
2000 . 
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recipient of Bayoil’s 17-ccnt commission in the Phase V Zhirinovsky transaction. During the 
surcharge period from September 2000 throu^ mid-2002, Itaitech maintained a spreadsheet of 
the surcharges that Bayoil and Itaitech owed to the Iraqis. Among other things, the chart listed 
the date of the relevant shipment, the oil tanker, the amount of oil lifted, and the “fee” owed to 
SOMO. At the end of the chart appears “Totals Due to SOMO for Shipment up to March 1®‘ 
[2001].” The chart then indicates that Bayoil and Itaitech owed SOMO surcharges of 
$ 6 , 373 , 070 . 

The chart also lists “contested payment,” which appears to represent payments from 
Bayoil and Itaitech that they believed should offset their outstanding surcharge debt. One 
“contested payment” is a payment to “Tiumen,” an apparent reference to Tyumen, Bayoil's 
Russian purchasing agent for Zhirinovsky’s Phase VTII allocation. The chart states that 
Bayoil/Italtech had “[ajlready paid about 33 centsper [^/c] barrel to Co TIUMEN.” According to 
the chart, that 33-cent payment to Tyumen amounted to $546,004. Therefore, Bayoil/Italtech 
was apparently claiming that it had already paid Tyumen $546,004 and therefore that sum should 
offset their surcharge obligations. 

That $546,004 payment to Tyumen, according to one SOMO document, was forwarded 
to SOMO as a surcharge. That document - a chart reflecting all surcharges collected by the 
Hussein regime under the Oil for Food Program - was created by the Ministry of Oil after the 
fall of the Hussein regime. The chart details each contract for the purchase of oil from the 
imposition of surcharges on September 1, 2000 through the end of the surcharge period in 
August 2002. The chart indicates (i) the phase when the surcharge was paid, (ii) the name of the 
purchasing company, (iii) the number of the relevant contract, (iv) the amount of oil lifted, (iv) 
the amount of the surcharge owed, (v) the amount of the surcharge paid, (vi) the amount of the 
outstanding balance, and (vii) the rate of the surcharge amount. 

With respect to Contract M/OS/40, the chart reveals that Tyumen paid surcharges totaling 
$839,692.10 to Hussein-controlled accounts. That sum was spread over two different payments. 
The first payment was for $293,686. The second payment was for $546,004.50 - virtually the 
same figure as Bayoil’s “contested payment” to Tyumen. Therefore, it appears that Bayoil and 
Itaitech paid $546,004 to Tyumen and that Tyumen forwarded that payment to the Hussein 
regime as a surcharge. 

5. Zhirinovsky Paid Illegal Surcharges by Giving a Building to Iraq 

In addition to the surcharge payment described above, Zhirinovsky gave significant 
consideration to the Hussein regime in lieu of cash payments. Several senior officials in the 
Hussein regime provided a similar account about how Zhirinovsky paid non-cash surcharges in 
connection with Contract M/08/40. According to these officials, Zhirinovsky failed to pay the 
outstanding surcharge for an extended time, and as a result, “we stopped giving him 
allocations.”*^^ Zhirinovsky attempted to pay down his outstanding balance, but complained that 
it was “impossible” for him to do so.'^*’ In light of Zhirinovsky’s continued intransigence, Vice 
President Taha Yassin Ramadan traveled to Russia and directly threatened Zhirinovsky: “Pay or 
get nothing.”'"^^ 

One SOMO document confirms that the Iraqis were having difficulty obtaining the 
surcharge from Zhirinovsky.*'''* That document, a handwritten memorandum entitled “The 
Position of Companies Regarding the Settlement of Surcharge,” states: 


See Itaitech Chart, untitled, December 29, 2000 - March I, 2001. Subcommittee staff has reviewed a version of 
this spreadsheet that was authenticated and signed by an officer of Itaitech. 

See SOMO Surcharge Chart (excerpt). 

Subcommittee Inter\'iew of Vice President Taha Yassin Ramadan, April 18, 2005; Subcommittee Interview of 
Senior Hussein Regime Ofilcial No. I, April 2005; Subcommittee Interview of Senior Hussein Regime Official 
No. 2, April 2005. 

Subcommittee lnter\hew of Senior Hussein Regime Official No. 1 , April 2005. 

Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005. 

See SOMO Memorandum (excerpt entitled “The Position of Companies Regarding the Settlement of 
Surcharge”), undated. 
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The position of certain companies remains unclear with regard to 
the settlement of the surcharge, despite the fact they have been 
invited to report to Baghdad, but they have not yet.” 

The memorandum then lists the individuals and entities with outstanding surcharge balances. 
The fourth entry on the list is “Mr. Zhirinovsky.” The memorandum indicates “He has been 
invited several times.” 

After continued delinquency, Zhirinovsky eventually offered to give the Iraqis a school 
building that he owned in Moscow as compensation for his remaining surcharge balance. On 
March 12, 2002, more than a year after the oil had been lifted, Zhirinovsky wrote to Tariq Aziz 
to take “full responsibility” for the problems associated with the surcharge debt and expressly 
offered to transfer a building to pay off the “duty” that he owed: 

As discussed before I have taken the full responsibility to satisfy 
your requirements and 1 would like to underline once again that the 
only one responsible in this particular case is I [sic]. The process 
of settling the matters has taken longer time than expected due to a 
complicated documentation process, for which you are fully aware 
and duly informed. 

♦+* 

During our numerous meetings vve discussed question about 
deliver[y] of building on the free basis in the center of Moscow for 
Arabic school and you would cover the duty. Today the building 
registration documents are on the final stage of registration and it 
will be ready on the April of 2002 [j/c]. 

The Iraqis accepted Zhirinovsky’s offer, and Zhirinovsky handed over the deed to this 
building at the Iraqi embassy in Moscow.*^' In relaying these facts to the Subcommittee, one 
official confirmed that he personally observed the transfer of the deed, saying: “I was there 
personaily.”'"^^ 

Zhirinovsky’s transfer of the building to the Iraqis was confirmed in a memorandum 
written by the Iraqi Ministry of Oil after the fall of the Hussein regime.‘‘^’^ According to the 
pertinent section of that memorandum, entitled “Collecting the surcharge,” Zhirinovsky 
“pretended” that he could not pay the surcharge in cash, and therefore, transferred the ownership 
of the building; 


[T]he sum of $840,000 was collected in vain through the transfer 
of ownership of a house on behalf of the Iraqi embassy in Moscow, 
which was used later on as an Iraqi school (the sums Mr. 

Zhirinovsky owed, and which he pretended not being able to pay in 
cash; therefore, the house was accepted in return). 

One high-ranking official interviewed by the Subcommittee confirmed that the value of the 
building was roughly $840, 000.’^^'* Another official - the one who was present at the Iraqi 
embassy when Zhirinovsky transferred the deed - stated that the building was “worth about 

$800,000.”''’^ 


Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005; Subcommittee Interview of 
Senior Hussein Regime Official No. 1, April 2(K)5; Subcommittee Interview of Senior Hussein Regime Official 
No, 2, April 2005, 

See Letter from Vladimir Zhirinovsky to Tariq Aziz, March 12, 2002. 

Subcommittee Interview of Vice President Taha Yassin Ramadan, April 18, 2005; Subcommittee Interview of 
Senior Hussein Regime Official No. 1, April 2005; Subcommittee Interview of Senior Hussein Regime Official 
No. 2, April 2005. 

Subcommittee Interview of Senior Hussein Regime Official No. 2, April 2005. 

See SOMO Memorandum (excerpt entitled “Collecting the surcharge”)^ undated. 

Subcommittee Interview of Senior Hussein Regiirc Official No. !, April 2005. 

Subcommittee Interview of Senior Hussein Regime Official No. 2, April 2005 . 
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I. The Eighth Allocation to Zhirinovsky (Phase IX) 

1. Zhirinovsky Leads Another Delegation to Iraq 

On May 3, 2001, Vladimir Zhirinovsky led yet another Russian delegation to Baghdad. 
The ostensible purpose of this trip was to attend an international conference concerning the U.N. 
“blockade” of Iraq. At the conference, Zhirinovsky met with Deputy Prime Minister Tariq Aziz, 
one of the members of the oil allocation committee. Both men called for Russia to unilaterally 
withdraw from the U.N. sanctions regime, and Zhirinovsky called for Russia to take active 
measures to cancel the sanctions. Two days later, on May 5, 2001 , Zhirinovsky met with another 
member of the committee that doled out oil allocations. Vice President Taha Yassin Ramadan. 
During that meeting, the two men discussed the impact of U.N. sanctions on Iraq.’*^^ 

2. While Zhirinovsky is in Baghdad, a Russian Company Contracts for His 
Allotment of Oil 

On the same day that Zhirinovsky met with the Vice President of Iraq, a Russian 
company signed a contract to buy oil that had been allocated to Zhirinovsky. The Russian 
company, called Machinoimport, signed Contract M/09/1 19 for 4 million barrels of Iraqi crude. 
Immediately after the contract was signed, SOMO followed its typical protocol and requested 
approval of the contract from the Oil Minister.’"*^ In that letter, SOMO indicates that the 4 
million barrels of oil addressed in Contract M/09/1 19 was allotted to Zhirinovsky. 

As per the approval of your Excellency on 05/01/2001, we have 
allocated (4) million barrels to Machinoimport Company (on 
behalf of Mr. Zhirinovsky) and signed a contract as per the 
following terms: 

1 - Number of Contract: M/09/1 19 Date: 05/05/2001 

2 - Name of Company Buyer: Machinoimport 

Another SOMO document confirms that the 4 million barrels of Contract M/09/1 19 had 
been granted to Zhirinovsky. That document is a chart dated June 14, 2001 and entitled “Exports 
of Iraqi Crude Oil as per the Memorandum of Understanding/Phasc (9) From 12/07/2000 to 
06/03/2001.”'“’^ As the title indicates, the chart lists the recipients of allocations, the companies 
that contracted for the allotted oil, and the status of the related exports. The chart contains an 
entry for the Machinoimpon contract, which has a contracted volume of 4 million barrels. The 
name of the purchasing company is “Machinoimport (Zhirinovsky).” 

Contract M/09/tl9 ultimately resulted in three cargos lifted in July and August 2001. 
Although the Subcommittee’s evidence demonstrates that oil was indeed lifted pursuant to 
M/09/119, the Duelfer Report suggests that oil was not lifted in connection w'ith this contract, 
stating that M/09/i 19 was “Not Performed.”'^*^ The cause of this discrepancy is unclear. 

J. The Ninth Allocation (Phase X) 

1. Zhirinovsky Receives 9*’’ Allocation and Machinoimport Contracts for the 
Allotted Oil 

On July 18, 2001, SOMO executed Contract M/010/19 with Machinoimport.''^' The 
volume of oil for that contract was 8 million barrels. In keeping with its established tradition, 
SOMO informed the Minister of Oil of Contract M/OlO/19 and requested his approval. 
SOMO’s description of the contract confirms that Zhirinovsky received an allocation in Phase X: 


See Interfax News Agency, May 5, 2001 . 

See Letter from Saddam Zeben Hassan to H.E. the Oil Minister, May 6, 2001. 

See SOMO chart entitled “Exports of Iraqi Crude Oil as per the Memorandum of Understanding/Phase (9) From 
12/07/2000 to 06/03/2001,” June 14, 2001. 

See SOMO Commercial invoice Nos. 0100/2001, C/101/2001, and B/1 18/2001, 

See Duelfer Report, Annex B at 184. 

See SOMO Crude Oil Sales Contract No. M/OIO/19 (cover and signature pages). 

See Letter from Saddam Zeben Hassan. to H.E. the Oil Minister, July 20, 2001. 
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Based on the allocations’ statement, a contract has been signed 
with Russian company Machinoimport (on behalf of Mr. 

Zhirinovsky)... 

The Oil Minister approved the contract the next day, July 21, 2001 . 

On the same day, SOMO informed “The Finaicial Department” of the contract. Once 
again, in describing the contract, SOMO confirms that the oil contracted in M/OlO/19 had been 
allocated to Zhirinovsky: 

A contract has been signed on 07/18/2001 to supply the aforesaid 
buyer [Machinoimport] witii crude oil as per the following details: 

1 - Name of Company Buyer: Machinoimport Russian (on 
behalf of Mr. Zhirinovsky) 

Notably, SOMO also informs the Minister of Oil that a “Surcharge” would be “Payable within 
one month of loading.” That surcharge will be discussed in detail below. 

For an unknown reason, SOMO and Machinoimport later reduced the volume of this 
contract by half - from 8 million barrels to 4 million.'^'* SOMO then informed “The Financial 
Department” of the revised contract volume and, in describing the contract, SOMO once again 
declared that the oil was allocated “on behalf of Mr. Zhirinovsky”: 

Following to our memorandum dated 07/21/2001, we made an 
agreement with the above-mentioned buyer [Machinoimport] to 
change the contractual quantities (on behalf of Mr. Zhirinovsky) 
from (8) million barrels to (4) million barrels... 

2. BayoU Contracts with Machinoimport 

As SOMO proceeded internally, Machinoimport and Bayoil were engaged in contract 
negotiations. Bayoil’s President David Chalmers wrote to Machinoimport on August 7, 2001 
and indicated that Bayoil Senior Adviser Ludmil Dionissiev would “visit” with Machinoimport 
the next day. The purpose of Dionissiev’s visit was to conduct “detailed discussions” about 
purchasing Iraqi crude oil.^^^ 

On August 14, 2001, several days after this scheduled meeting, Bayoil and 
Machinoimport executed an “Agency Agreement” concerning the purchase of Iraqi oil in 
connection with Contract M/()10/I9.’^ Certain aspects of this agreement are noteworthy. First, 
Bayoil agreed to purchase from Machinoimport half of the oil covered by M/010/19, which 
amounted to roughly 2 million barrels.’^® Machinoimport, on the other hand, would act as 
Bayoil’s purchasing agent, including scheduling the loadings of the oil with SOMO, “carry[ing] 
out operational correspondence” with SOMO and “mak[ing] contacts” with Iraqis on behalf of 
Bayoil.’^’ For Machinoimport’s efforts, Bayoil would pay a 40-cents-per-barrel commission, 
amounting to an estimated $800,000.'^ One other provision merits attention; specifically, in § 
7.2 of the contract, Machinoimport affirms that no surcharge was paid to the Hussein regime in 
connection with Contract M/010/19: 


See Letter from SOMO to “The Financial Department,” July 21, 2001. 

See Addendum No. i to Contract No. M/OIO/19, July 18, 2001. 

See Letter from SOMO to “The Financial Department,” August 18, 2001. 

See Letter from David B. Chalmers, Jr. to Machinoimport State Enterprise, August 7, 200 1 

See Agency Agreement No.50-0601.'720Il/M/0i0/19-/B-K, dated August 14, 2001 {the “Bayoil-Machinoimport 
Agreement''). 

SeeBayoil-Machinoimport Agreement, Preamble, § 1.2, § 6.7, §7.1. 

at§i,2. 

See id. at §2.1. 
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[Machinoimport] specifically warrants that no surcharge or other 
payment was made to S.O.M.O. by [Machinoimport], or to 
[Machinoimport] ’s knowledge by any third patty, outside the U.N. 
escrow account in obtaining the crude oil sold to [Bayoi!] 
hereunder. 

From this provision, it is clear that both Bayoil and Machinoimport knew of the demand for 
illegal surcharges, and recognized that such under-the-table payments were not permitted. 

3. Bayoil Lifts Oi! Allocated to Zhirinovsky and Pays More Than $800,000 to 
Machinoimport 

On September 3, 2001, two weeks after the Bayoil-Machinoimport contract was signed, 
the oil tanker Amazon Eagle lifted 2,098,421 barrels of Iraqi crude oil on behalf of Bayoil. On 
September 21, 2001, pursuant to the Bayoil-Machinoimport Agency Agreement, Machinoimport 
submitted an invoice requesting payment of its 40-cents-per-barrcl commission. The invoice 
recites that the Amazon Eagle shipped 2,098,421 bairels, and as a result, Machinoimport was 
owed precisely $839,368.40. While the payment information on this invoice is illegible, 
Machinoimport apparently requested that Bayoil forward payment to an account for the benefit 
of a third party. Later that day, Bayoil responded to Machinoimport’s invoice, indicating that its 
bank refused to make payment to an account held in the name of anyone other than 
Machinoimport. ’ 

Machinoimport complied with Bayoil’s request and resubmitted an invoice stipulating an 
account at Cypnis Popular Bank Ltd. in Machinoimport’s name.'^** Later that day, Bayoil 
instructed its bank to pay $839,368.40, the requested amount, to the listed Cyprus Popular Bank 
account. The next day, October 5, 2001, BayoiFs bank confirmed that it had transferred 
“USD 839368,4” from BayoiFs account to Machinoimport’s account at Cyprus Popular Bank.'^* 
BayoiFs ledger statement for this Amazon Eagle cargo similarly confirms that Bayoil paid 
$839,368.40 on October 5, 2001 to Machinoimport. 

4, Machinoimport Pays a Massive Surcharge to the Hussein Regime 

After receiving the $839,368.40 payment from Bayoil, Machinoimport apparently 
forwarded the majority of that amount to the Hussein regime as an under-the-table surcharge, As 
noted in the SOMO’s letter to the Minister of Oil on July 20, 2001, which is discussed above, 
Machinoimport promised to pay the Hussein regime a “surcharge” “within one month of 
loading” the oi! pursuant to M/OlO/19. Machinoimport did in fact pay such a surcharge in 
connection with M/010/19, according to the SOMO Chart entitled “List of Surcharges per 
Agreement.”’ That chart, which was discussed above, detailed every surcharge payment, 
showing each contract number, amounts owed and paid, and the identity of the payer. With 
respect to Contract M/OlO/19, the chart confirms that Machinoimport lifted a total volume of 
4,070,248 barrels, and under the heading “Surcharge per Agreement,” that Machinoimport 
agreed to a surcharge of 30 cents per bairel. The “Total Amount Owed,” according to the chart, 
was $1,221,074.40. The chart then shows that Machinoimport paid the surcharge amount in full. 

As noted above, Bayoil purchased only half of the oil lifted pursuant to M/0 1 0/1 9, 
totaling 2,098,421 barrels. Accordingly, the surcharge owed for BayoiFs share of the oil 
amounted to $629,526.30. Therefore, Bayoil paid a 40-cents-per-barreI premium to 
Machinoimport, which amounted to $839,368.40, Machinoimport then paid the Hussein regime 


See SOMO Commercial Invoice Mo. C/1I9/'2001. BayoiFs internal documents confirm that it purchased this 
shipment. See, e.g., Bayoil chart entitled “Bayoil Cargoes Loaded Under U.N. Oil-For-Food Program (1997- 
2003)” (listing purchase of cargo of oil aboard Amazon Eagle supplied by Machmoimport with bill of lading 
dated 9/3/2001 for 2,098,421 barrels). 

See Machmoimport Commercial Invoice NO 50-0^I/720n/M/010/19/B-K-I Dated 21.09.01. 

See Letter from Bayoil to Machmoimport, September 21, 2001. Notably, the bank Bayoil used in this transaction 
was different from the banks it had used in previous transactions, in which payments to third-party entities 
occurred without incident. 

See Machinoimport Invoice 50-0601-7201 1/M/010/19-/B-K-1, October 4, 2001. 

See Letter from Bayoil to Banque Cantonale Vaudoise, Lausanne (“BCV”), October 4, 2001 . 

See Message from BCV to BayoiL October 5, 2001. 

See Surcharge Chart (excerpt). 
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a 30-cents-per-barrel surcharge to the Hussein regime, which (for Bayoil’s share) should have 
equaled $629,526.30. It is unclear the extent to which Bayoil knew of Machinoimport’s illegal 
surcharge payment to the Hussein regime. 

K. The Tenth Allocation (Phase X) 

For an unknown reason, Zhirinovsky received a second oil allocation from the Hussein 
regime in Phase X. This allocation followed the pattern of the other Phase X transaction - a 
Russia-based oil company contracted with SOMO to purchase the oil, Bayoil bought the oil from 
the Russian company for a sizeable premium, and a massive, under-the-table surcharge was paid 
to the Hussein regime. 

1. Zhirinovsky Receives Another Allocation and Lukoil is the Contracting Party 

On July 26, 2001, Zhirinovsky wrote to Tariq Aziz to inform him that yet another 
Russian oil company would contract for his allotted oil.'^® In that letter, Zhirinovsky stated that 
he had a “cooperation” with the subsidiary of the Russian oil giant Lukoil, which would contract 
for his oil in 2001: 

I would like to confirm that I have a cooperation with the company 
“LUKOIL ASIA PACIFIC PTE LTD” during the next phase of the 
United Nations oil-for-food agreements. 

Next allocation for this phase of 2001, in an amount of 4 million 
barrels of oil should be assigned to “LUKOIL ASIA PACIFIC 
PTE LTD” for the contracting and lifting. 

One month later, on August 26, 2001, Lukoil Asia Pacific PTE Ltd. executed Contract 
M/010/67 with SOMO for the purchase of 4 million barrels of crude oil.'^^ In typical form, 
SOMO requested the Oil Minister’s approval of the contract.'™ That letter, like its predecessors, 
confirms that the allocation underlying that contract had been granted to “Mr. Zhirinovsky”: 

Based on the allocations statement, a contract has been signed with 
Lukoil Russian Company (on behalf of Mr. Zhirinovsky)... 

Like SOMO’s approval letter for the previous Phase X allocation, SOMO also informs the 
Minister of Oil that a surcharge would be paid within one month of loading the oil.'^^ The 
Minister of Oil approved the contract several days later. 

Another SOMO document further confimis that the allocation for M/010/67 had been 
granted to Zhirinovsky. That document, a SOMO letter to the “Financial Department,” indicates 
that Contract M/010/67 was with “Lukoil Asia Company (Mr. Zhirinovsky).”'^^ 

2. Lukoil Lifts the Oil on Behalf of Bayoil and Bayoil Pays $1.1 Million Surcharge 

On October 10, 2001, the vessel Licorne Padfigue lifted 1,908,566 barrels of Iraqi crude 
oil pursuant to Contract M/01 0/67. Several days later, the oil tanker Astro Gamma lifted 
1,833,263 barrels in connection with M/010/67.'™ Bayoil purchased those shipments from 
Lukoil, as reflected in the chart entitled “Bayoil Cargoes Loaded Under the UN Oil-For-Food 
Program (1997-2003).”'^^ In purchasing these shipments, Bayoil paid Lukoil a 3-cents-per- 
barrel premium, which amounted to SI 12,254.87.'^^ 


See Letter from Vladimir Zhirinovsky to Tariq Aziz, July 26, 2001. 

See SOMO Crude Oil Sales Contract No. M/010/67 (cover and signature pages). 

See Letter of Saddam Hassan to H.E. the Oil Minister, August 27, 2001. 

It is noteworthy that SOMO understood that Lukoil’s parent company in Russia was the contracting party, not the 
Asian subsidiary. 

See Letter from Saddam Zeben Ha.ssan to Oil Minister, August 27, 2001 (stating “Surcharge: Payable within one 
month”) (cited above in Footnote 170). 

See Letter from Saddam Zeben Hassan to “Uie Financial Department,” August 27, 2001. 

See SOMO Commercial Invoice No.C/ 147/2001. 

See SOMO Commercial Invoice No. B/182/2001. 

See Bayoil chart entitled “Bayoil Cargoes Loaded Under UN Oi!-For-Food Program ( 1 997-2003)” (excerpt), 

See Letter from Lukoil Asia Pacific PTE Ltd to Bayoil Supply and Trading Limited, November 2, 2001 (fax of 
invoice for payment of $57,256.98 premium for Licorne Pacific [sic] shipment, indicating that the “contractual 
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In addition to the commission pa>TOent to Lukoil, Bayoil made two large payments to 
“Fiasco Shipping” - the same mysterious company that Bayoil paid 17 cents per barrel 
($1,333,373.92) in connection with Zhirinovsky’s Phase VI allocation. According to Bayoii’s 
ledger statement for the M/010/67 shipments, Bayoil paid $1,122,548.70 to Fiasco Shipping in 
connection with those cargoes. That sum is exactly 30 cents for each barrel lifted under 
M/010/67. 


Shipment 

OH Lifted 
(barrels) 

Rate of Fiasco 
Commission 

Payment to Fiasco Shipping 

Licorne 

Pacifique 

1,908,566 

30 ccnt&1)arrel 

$572,569,80 

Astro 

Gamma 

1,833,263 

1 

30 centsyljarrel 

$549,978.90 

Total Payments to “Fiasco Shipping” by Bayoil under M/010/67 - $1,122,548.70 


It is important to note that, aside from the entries in the ledger statements, the Subcommittee 
could not identify a single reference to Fiasco Shipping in Bayoii’s files. The Subcommittee 
conducted a thorough review of the pertinent files, and despite the fact that Bayoil paid Fiasco 
more than $1.1 million, Bayoil’s documents concerning these cargoes do not contain a contract 
with Fiasco or any correspondence involving Fiasco. In short, there is no evidence that Fiasco 
provided any service whatsoever for Bayoil to merit payments totaling $1,122,548.70. 

The facts suggest that those transfers to Fiasco were illegal, under-the-table surcharges to 
the Hussein regime. As noted above, the Ministry of Oil prepared a detailed register of each 
contract for which a surcharge was paid.’’* That Surcharge Chart indicates that, for Contract 
M/010/67, a surcharge of 30 cents per barrel was paid to the Hussein regime. The total 
surcharge owed for Contract M/OIO/67 was $1,122,548.70 -the exact amount that Bayoil paid to 
“Fiasco Shipping” for that contract. The chart further confirms that the surcharge had been 
paid.*^'^ The chart suggests that Bayoifs payment of $1,122,548.70 to “Fiasco Shipping” 
financed an illegal surcharge to the Hussein regime. 

L. The Thirteenth Allocation (Phase XI) 

Zhirinovsky was granted another allocation from the Hussein regime in Phase XI of the 
Program. On January 16, 2002, the Russian company Machinoimport executed an oil contract 
with SOMO, in which Machinoimport agreed to purchase 5.5 million barrels.’^® In keeping with 
its established protocol, SOMO requested approval of that contract, which was numbered 
M/01 1/79.'^’ Like previous Zhirinovsky transactions, SOMO indicated that the contracted oil 
had been allocated to Zhirinovsky; 


premium" was “USD 0.03 per U.S. bbl"); see also, Bayoil General Ledger (excerpt of ledger for Licorne 
Pacifique cargo reflecting payment of $57,256.98 to “Lukoil Petro"); see also Letter from Lukoil Asia Pacific 
PTE Ltd to Bayoil Supply and Trading Limited, November 9, 200t (invoice for payment of $54,997,89 premium 
for Astro Gamma cargo, indicating that the “confractual premium” was “USD 0.03 per U.S. bbi"); see also, 
Bayoil General Ledger (excerpt of ledger for Astro Gamma cargo reflecting payment of $54,997.89 to “Lukoil 
Petro"). 

See Surcharge Chart (excerpt). 

Notably, the Surcharge Chart indicates that the surcharge was actually overpaid by $122.30. The cause of this 
discrepancy is unclear. 

See SOMO Crude Oil Sales Contract No. M/01 1/79 (cover and signature pages). 

See Letter from Ah Rajab Hassan to H.E. the Oil Minister, January 16, 2002. 
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Based on the statement of allocations in phase eleven, a contract 
has been signed with Machinoimport Company (on behalf of Mr. 

Zhirinovsky) . . . 

At the end of the letter, SOMO also indicates that the parties had agreed that a surcharge would 
be “payable within one month from the date of loading.” The Oil Minister approved the 
contract, and 5.2 million barrels of oil were later lifted pursuant to Contract M/011/79. The 
Surcharge Chart discussed previously indicates that the Hussein regime was paid $1,584,399.30 
in surcharges in connection with Contract M/01 1/79.’*^ 

M. The Fourteenth Allocation (Phase Xl!) 

According to the SOMO Allocation Chart discussed above, Zhirinovsky received another 
allocation in Phase XII of the Program. The volume of that allocation was 4 million barrels. 
According to SOMO records, the oil allotted to Zhirinovsky in Phase XII was never lifted. 

♦ ♦ ♦ 


See Surcharge Chart (excerpt). 
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Footnote (FN) Documents 


STATEMENT BY 
MARK L. GREENBLATT 
COUNSEL 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
ON THE 

UNITED NATIONS OIL-FOR-FOOD PROGRAM 


BEFORE THE 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
COMMITTEE ON GOVERNMENTAL AFFAIRS 
UNITED STATES SENATE 
NOVEMBER 15, 2004 


Mr. Chairman, Ranking Member Levin, and Subcommittee Members: 

Thank you for this opportunity to testify before you concerning the Subcommittee’s investigation 
into the United Nations Oil for Food Program and how Saddam Hussein abused that Program. The 
purpose of my testimony is to examine two ways in which the Hussein regime abused the Program, and 
present evidence obtained by the Subcommittee that illustrates our conclusions. First, I will discuss what 
have been called “oil vouchers” - namely, how Saddam Hussein turned oil into influence. The second 
portion of my presentation will illustrate how Saddam Hussein exacted millions of dollars in illegal 
surcharges under the OFF Program. 

I. BACKGROUND: WHAT IS AN ALLOCATION OF OIL? 

To understand how Saddam Hussein turned oil into influence, we start with how Iraq sold its oil 
under the Program, The arm of the Iraqi government that controlled the sale of Iraqi crude oil was the 
State Oil Marketing Organization, which was commonly called “SOMO.” In order to manage the volume 
of oil flowing through its pipelines, SOMO divided its oil supply into discrete units. It then allocated 
these units to prospective oil purchasers, essentially giving those recipients an option to purchase that 
allotment of oil. These options are typically called “allocations” or “quotas.” Allocations typically 
ranged from 1 to 2 million barrels of crude oil. 

SOMO distributed allocations for each of the 13 Phases of the Program, which lasted 6 months 
apiece. Each allocation would be valid for the current phase of the Program. Witnesses, including at 
least one recipient of an oil allocation, have informed the Subcommittee that allocations would have a 
designated number that SOMO, the allocation holder, and the prospective oil purchasers used to identify 
the particular allotment. While some allocations were solely verbal in nature, others were documented in 
writing, as we will see in a few moments. These written allocations are where the term “oil vouchers” 
comes from. 

I should note two critical characteristics of allocations. First, an allocation was only an option to 
buy a certain allotment of oil in a certain window of time — it was not a gift of oil and did not mean that a 
purchase of oil would necessarily follow. In fact, many of SOMO’s allocations under the OFF Program 
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never resulted in an oil sale. Page 200 of Mr. Duelfer’s report provides a list of 71 unused allocations 
from the 13* Phase alone. The second critical fact is that allocations were transferable - that is, a 
recipient of an allocation could sell his/her allocation to a third party and that third party would then have 
the option to buy Iraqi oil. 

II. HOW SADDAM USED OIL ALLOCATIONS TO GARNER INFLUENCE 

In Phases I and II of the OFF Program, SOMO allocated oil to traditional oil companies 
throughout the world. Those companies then contracted with SOMO to purchase the oil and lifted the oil 
themselves. For example, if you would please turn to pages 1 68 and 169 of Mr. Duelfer’s report, which 
list the oil transactions in Phases I and II, you will see that the allocation recipients, which appear in under 
the header “Allocation Holders,” and the ultimate purchasers of the oil, which appear under the header 
“Contracted Company,” are identical. 

Starting in Phase HI of the Program, however, Saddam Hussein attempted to manipulate the 
typical oil allocation process in order to gain influence throughout the world. His plan was simple: rather 
than giving allocations to traditional oil purchasers, Hussein gave oil allocations to foreign officials, 
journalists, and even terrorist entities, who then sold their allocations to the traditional oil companies in 
return for a sizeable commission. In doing so, Saddam could give a foreign official or journalist a bribe 
of hundreds of thousands of dollars - without actually paying a dime. 

Now, the key question is why the allocations were valuable. The answer has to do with the price 
of Iraqi oil. Although the regulations of the OFF Program required that Iraqi oil be sold at "fair market 
value,” Saddam Hussein instructed SOMO to sell the oil at discounted prices. For example, if the market 
price for oil was $10 per barrel, Iraq would sell its oil at $9.50 per barrel. Therefore, purchasers of Iraqi 
oil enjoyed massive profits, and clamored to get access to the discounted oil. By allocating the oil to 
favored people or entities, Hussein forced oil purchasers to obtain allocations from the favored few. 
Those favored recipients became gatekeepers to cheap Iraqi oil. As gatekeepers, the allocation holders 
demanded a “commission,” which ranged from 3 to 30 cents per barrel. Oil companies were quite willing 
to pay that 3- or 30-cent commission because the total price for their oil, even including that commission, 
was still significantly lower than market price. A commission of 3 to 30 cents on an allocation of 1 
million barrels would translate to a $30,000 - $300,000 in cash for the allocation holder. As you can see, 
an allocation from SOMO was certainly valuable. 

According to multiple sources, including SOMO documents obtained by PSI, allocation 
recipients included: 

• Benon Sevan, the Executive Director of U.N.’s Office of the Iraq Programme, 

• Foreign officials, such as Vladimir Zhirinovsky, the Leader of the Liberal- 
Democratic Party of Russia, Charles Pasqua, the former French Interior 
Minister, and George Galloway, a Member of the British Parliament, 

• Terrorist entities, such as the Popular Front for the Liberation of Palestine, 
and Mujahadeen Khalq of Iran, and 

• Journalists, such as Hamidah Na’na. 

So how did these allocations get translated into cash? That monetization involved a simple 
process, which we have illustrated in the chart numbered Exhibit 5. 

Exhibit 5: The chart reveals the steps used to convert an allocation into a shipment of oil and a 
commission to the allocation recipient. 

STEP 1 . Saddam himself would approve the grant of an allocation of oil to 
whomever he sought to influence or reward, typically a government 
official, journalist, or terrorist organization; 
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STEP 2. Next, the recipient of the oil allocation would sell the allocation to 
oil companies for a hefty commission and then inform SOMO of the 
sale; 

STEP 3. The oil company would then formally purchase oil under the Oil for 
Food Program - which meant entering a formal contract with the 
Iraqi government for the allocated oil, submitting that contract to the 
U.N. for approval under the OFF Program, and then lifting the oil 
pursuant to the contract. Once the oil was lifted, the purchaser 
would pay the agreed-upon commission to the allocation recipient. 

This 3-step process is the basic framework for the sale of oil allocations, although each instance varied 
slightly. I will now explore each of these steps and present selected evidence to illustrate the various 
steps. 

STEP 1 : Saddam Gives Allocations to Foreign Officials, Journalists, and Terrorist Entities 

Numerous sources, including senior officials of the former regime, have stated that Saddam 
Hussein personally approved the people and/or entities that received oil allocations, and would delete 
those who had fallen out of favor. The Subcommittee has obtained some evidence that senior officials, 
such as Deputy Prime Minister Tariq Aziz, were also intimately involved in the allocation process. 

Exhibit 6; This document is a letter from SOMO to the Minister of Oil concerning an oil 
allocation provided to a Syrian journalist named Hamidah Na’na. This letter 
illustrates the in-depth, persona! involvement of high-ranking members of the 
Hussein regime in the granting of oil allocations. For example, the letter states in 
the first paragraph of text: “With reference to the allocations of 12/09/2002 for 
phase (13) and the approval of Mr. Taha Yasin Ramadan, the Vice-President, as 
per the telephone call with your Excellency on 11/29/2002 regarding the increase 
of the quantity allocated to Mrs. Hamidah Na‘na at the rate of (1) million 
barrels....” This letter was personally ratified by the Minister of Oil in the bottom 
left comer of the letter. From this letter, we can sec that both the Vice President and 
the Minister of Oil of the Hussein regime were intimately involved in oil allocations 
granted to Hamidah Na’na. 

Exhibit?: Before I describe this letter, I should note that we have redacted out the names of 

some of the entities and/or individuals mentioned in these letters when they are part 
of the Subcommittee’s on-going investigation. In this case, we have redacted out 
the name of the author of the letter and the recipient. Turning back to the exhibit, 
this is a letter from a prospective oil purchaser to an allocation holder that is based 
in Moscow. In the letter, the oil purchaser refers to a face-to-face meeting in 
Moscow between the allocation holder and Tariq Aziz, one of Hussein’s closest 
aides. The meeting related to a problem that the allocation holder was having with 
respect to the allocation. The oil purchaser suggests that the allocation holder 
inform SOMO of the meeting, saying: ^‘During last week a high ranked [sic] Iraqi 
delegation lead [sic] by his Excellency Mr. Tariq Aziz visited Moscow. The 
allocation holder... had a personal meeting with him and we are informed that 
the discrepancies regarding this allocation will be solved very soon'' 
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Exhibits: This document appears to be one of the written allocations that I referred to 

previously - the original certificate in Arabic is on the left and the translation is on 
the right. In this allocation, it appears that Saddam Hussein personally ordered an 
allotment of 6 million barrels to journalist Mahmud Al-Tamimi in recognition of his 
pro-Saddam stances during the first Gulf War: ‘TAe President leader ... has 
ordered ... as follows: six million barrels of petroleum will be allocated to 
journalist Mahmud Al-Tamimi in appreciation of his nationalist positions which 
he has adopted since the thirty-nation aggression in the year 1991 in confronting 
the unjust blockade of our dear country.” 1 should note that this journalist does not 
appear in any report of allocation recipients, including the Al Mada list, Charles 
Duelfer’s report or SOMO documents obtained by PSI. 

STEP 2: The Sale of the Oil Allocation and Assignment of the Allocation to the Purchaser 

Once recipients learned that they had been allocated oil, they would negotiate with an oil 
company to sell the allocation. The primary issue of the negotiations was the commission paid to the 
allocation holder. PSI has obtained evidence, including testimony from witnesses, that some of these 
negotiations occurred in the lobby of the Al-Rashid Hotel in Baghdad. In those situations, an allocation 
recipient or their representative would literally bargain with oil traders in the hotel’s lobby over the 
allocation and the rate of the commission. Aside from bargaining at the Al-Rashid, these negotiations 
also occurred in writing. PSI has obtained evidence of the written negotiations between the allocation 
holders and the prospective oil purchasers: 

Exhibit 9; This letter is written by Vladimir Zhirinovsky, the leader of the ultra-nationalist 
Liberal-Democratic Party of Russia. On official Party letterhead, Zhirinovsky 
invites an international oil company to Moscow to “negotiate” with him: “/r is my 
honor to invite you for negotiations to Moscow, from the 18'^ to the 25^*' of 
January 1999. Will be happy to meet with you.*’ 1 should note that PSI has 
obtained evidence that Zhirinovsky obtained an oil allocation from Hussein in Phase 
V of the Program, which ran from November 1998 through May 1999, In addition, 
if you turn to page 173 of Mr. Duelfer’s report and look at entry 51, you will see 
Mr. Zhirinovsky’s name next to the Liberal Democratic Party of Russia as the 
allocation recipient. 

Exhibit 10: This document is a fax from a representative of an allocation holder who is offering 
a “Full Corporate Offer” for 2 shipments of 2 million barrels of oil. We know that 
this is a contract under the Oil for Food Program because it is dated April 2001, 
which falls in the correct timeframe, and the qualifications of the offer (which are 
listed in the middle of the page) require that the contract be approved by the United 
Nations. For our purposes, the key aspect of this offer is that the representative 
demands a “Seller’s Fee” of''U.S.S 0.75 / net barrel inclusive of SOMO's" For 
now, the key concept is that the holder of the allocation, who is acting as the 
gatekeeper to the oil, is demanding a significant fee. We will return to the question 
of what “inclusive of SOMO’s fee” means shortly. I should note that the actual 
recipient of this allocation is unknown. 
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Exhibit 11: In this series of letters between an allocation holder and a prospective oil buyer, the 
parties negotiate the amount of the commission. On page 1 of the first letter, the 
purchaser states that the allocation recipient has been offered “o// development 
project opportunities in Iraq, which are being offered to [the allocation recipient] 
for corr^letion after sanctions are lifted.” These “o/7 development project 
opportunities” for "-after the sanctions are lifted' might explain why Hussein would 
give this corr^iany an oil allocation. We will return to this concept later in the 
presentation. Moving on to Page 2 of that letter, the purchaser offers to by the 
allocated oil at “SOMO’s official selling formula price applicable for the month of 
lifting plus $0.07/barrel” In the next letter, the purchaser raises its offer, saying ‘7 
refer to the portion of our proposal which includes the purchase of [the 
recipientj’s allocation under the fourth period U.N. oil sale [s/c], we are pleased 
to increase our premium to S.O.M.O's official selling price from S0.07/barrei to 
$0.09/barrel.” In the next letter, the allocation recipient rejects that bid, saying 
commissions of less than 12 cents "are not competitive and will not be taken into 
consideration” In the following letter, the prospective oil purchaser caves in and 
accepts the allocation holder’s demand. Months later, the purchaser confirms its 
"bid of USD 0.13 premium above [official selling price] for any quantities of Iraqi 
oil that you may decide to make available to us.” 

These letters provide a first-hand glimpse at how the negotiations between an allocation recipient 
and a prospective oil purchaser occurred. Once the allocation holder and the prospective oil purchaser 
agreed on the amount of the commission, the allocation holder would assign his/her right to the allocation 
to the purchaser, and inform SOMO of the assignment. In doing so, the allocation holder established a 
direct link between the prospective oil purchaser and SOMO, thereby eliminating his/her further 
involvement in the transaction. PSI has obtained evidence of such assignments by the allocation holders 
and the subsequent notification of SOMO: 

Exhibit 12: In this letter, an allocation holder memorialized his commission agreement with a 
prospective oil purchaser in a letter entitled, "Acceptance of commission": "Thank 
you for your cooperation and your letter dated 22 November 1999 in which you 
guarantee the payment of US $0.10 (ten cents of a US Dollar) per barrel for my 
commission, referred to in your above mentioned letter. I enclose herewith a letter 
addressed to S.O.M.O. by which I nominate your company [] for the lifting of the 
crude oil allocated to me[.]" In the attached letter, the allocation holder informed 
SOMO of the assignment and authorized the purchaser to "handle the crude oil that 
is allocated to me in all its stages." 

Exhibit 13; In this letter, an allocation holder informs SOMO that Devon Petroleum will lift the 
oil in connection with her allocation, saying “I, Mrs. Hamidah Na’na the presentee 
cede my allocation for phase (13) totaling (1.5) million bands to Devon Petroleum 
Ltd., and empower Mr. Denney Gunel to sign for me." 

STEP 3: Oil Purchased & Payment to Allocation Holder 

Once the allocation recipient informs SOMO of the identity of the prospective oil purchaser, that 
oil company would have to execute a formal contract with SOMO. Only after a contract was executed 
would the parties notify the U.N. of the agreement and seek approval. As a result, the moment the 
contract is submitted to the U.N. for approval is the first time that the U.N. gets involved. 

PSI has obtained evidence of these contracts and the related correspondence with the U.N. For 
example, please refer back to Exhibit 6, which we reviewed earlier when discussing the involvement of 
senior Hussein officials. In that exhibit, the Minister of Oil was informed that Na’na has assigned her 
allocation for Phase XIII to Devon Petroleum and that Devon and SOMO had executed a contract. Notice 
that the contract was numbered M/i3/26. 
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Exhibit 14: These documents illustrate how contract M/13/26 between Devon-SOMO was 
approved. They are (a) the first page and the signature page of the contract 
M/13/26, (b) the application of Devon Petroleum to the U.N. for approval of the 
contract M/13/26, (c) the approval of the U.N. for contract M/13/26, and (d) the 
official invoice from SOMO for the purchase of oil pursuant to contract M/1 3/26. If 
you would turn to page 197 of the Duelfer Report, you will see in entry 26 that 
contract M/13/26 was allocated to Hamidah Na’na and ultimately purchased by 
Devon Petroleum. 

Once the oil was lifted, the commission for the allocation holders would become due. PSI has 
obtained some invoices from the allocation holders: 

Exhibit 15: This invoice is from A1 Wasel & Babel Co. for ‘'[sjelUng of Iraq oil allocation." it 
is our understanding that the oil purchaser actually prepared this invoice themselves 
and that it could be a draft of an invoice. The key point, however, is that the oil 
purchaser was paying a commission of 0.17 euros per barrel to A1 Wasel & Bahel. 

Notably, A1 Wasel & Babel is a well-known front company for the Hussein regime. 

So that is the story of how Saddam would use oil to reward friends and exert influence throughout 
the world. The key question remains: what did the allocation holders do for Saddam in exchange for 
the allocations? While we have no direct evidence of a quid-pro-quo for the allocation of oil, we have 
seen circumstantial evidence. For example, please turn back to Exhibit 11, which we reviewed when 
discussing the negotiations over the commission payment. In this letter, it appears that the allocation 
holder, a Russian entity that we believe to be affiliated with the Russian government, was negotiating "oil 
development project opportunities ...for completion after the sanctions are lifted" when it received the 
allocations. This could suggest that Saddam granted this company an allocation in connection with deals 
for the post-sanction Iraq. Similarly, the Subcommittee has learned that Vladimir Zhirinovsky and his 
Liberal-Democratic Party received allocations of nearly 80 million barrels of oil. We have observed that, 
when Hussein kicked out weapons inspectors in the late 1990s and the U.S. threatened military action in 
response, Zhirinovsky pushed Russia to provide military support to Iraq. That timeframe coincides with 
the allocation to Zhirinovsky that we discussed earlier (in Exhibit 9), which was granted in Phase V 
(November 1998 through May, 1999). Finally, we discussed the Syrian journalist Hamidah Na’na who 
received allocations and transferred those allocations to Devon Petroleum and other companies. Ms. 
Na’na stated in an interview in 2003 that "The embargo that was imposed on Iraq has been my biggest 
obsession, and I have devoted much time and effort, as both a journalist and a citizen, in endless 
attempts to lift the embargo. I have also written a lot about this topic in the papers and magazines I’ve 
worked for.” When she made this statement, she had already received allocations totaling between 10 - 
12 million barrels of oil. SOMO estimated her profit from those allocations at $1 .4 million. 

I will now move on to a different topic related to the oil side of the OFF Program - namely, how 
Saddam exacted millions of dollars in surcharges from oil purchasers, 

HI. SURCHARGES -BACKGROUND 

A. The Surcharge period; September 2000 to Mid-2002 

In mid-2000 (which fell in Phase VllI), Hussein directed SOMO to generate additional revenues 
outside the OFF Program in connection with the sale of oil. Pursuant to that directive, on September 1 , 
2000, SOMO began lowering the price of oil even further than usual and demanding a “surcharge” of 10 
cents for each barrel exported from Iraq. Over the succeeding months, the rate of the surcharge fluctuated 
widely, reaching a peak of roughly 30 cents per barrel. 

These surcharges were to be paid by the oil purchaser directly to the regime - i.e., outside the 
U.N. -controlled escrow account maintained at BNP Paribas, Because those payments were not deposited 
to the BNP account, these surcharges were in direct violation of the OFF Program. As a result, many of 
the traditional oil companies refused to pay the surcharges. Out of the shadows, however, came 
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numerous unknown middlemen that were quite eager to participate in the scheme. Those middlemen 
would contract with Iraq to purchase oil (at the below-market rate), pay the surcharge, and then sell that 
oil on to the traditional oil industry for a significant profit. 

For example, if hypothetical market price of oil was $10 per barrel, Iraq would sell oil to the 
middleman at only $9.50 per barrel, and then demand a 30-cent surcharge. Therefore, the middleman 
would pay $9.50 to the U.N.-controlled account at BNP and then 30 cents to a regime-controlled account. 
Even after paying the surcharge, the middleman would have essentially bought oil at $0.20 per barrel 
below market rate. The middleman would then sell the oil on to the oil industry at market price - i.e., $ 10 
per barrel. While the profit margin may appear slim (in terras of cents per barrel), Iraqi oil shipments 
routinely amounted to millions of barrels of oil. Asa result, such spreads can be incredibly lucrative - a 
one million barrel shipment in the example above would net the middleman a quick profit of $200,000. 

The amount of the surcharge fluctuated over the subsequent two years. Eventually, Saddam 
settled on a surcharge range of 25 - 30 cents per barrel. Exports to the U.S. carried a higher surcharge 
than shipments elsewhere in the world, possibly to spite the U.S. 

B. The U.S. and U.K. End Surcharges through “Retroactive Pricing” 

Complaints about the illegal surcharge were widespread. In fact, numerous articles concerning 
Saddam’s illegal surcharges appeared in newspapers worldwide. The U.N. learned of the charges and 
instructed approved purchasers to refuse to make such payments, but did little more to enforce the rule. 
After roughly 2 years of U.N. inaction in stopping the surcharges, the U.S. and the U.K. (as members of 
the committee that oversaw the Program) devised a method to eliminate the illegal fees, called 
“retroactive pricing.” 

Retroactive pricing meant that the U.S. and U.K., as members of the oversight committee, would 
not approve the price of oil until the end of the month - i.e., after the sale had been completed. In doing 
so, the monitors could retroactively set the price at the market price, thereby eliminating any opportunity 
for a surcharge. Retroactive pricing was completely effective in ending Saddam’s illegal surcharges. 
Over the two year “surcharge period,” Saddam amassed $228 million in illegal surcharges. Every single 
one of those dollars was obtained outside the OFF Program. 1 will now address how those dollars went 
into Saddam’s coffers and present detailed evidence that illustrates how those transactions occurred. 

IV. BEHIND THE SCENES: HOW THE SURCHARGES WERE PAID 

PSI has learned that oil purchasers generally paid surcharges to the Hussein regime in two ways - 
(1) through direct payments to regime^iontrolled bank accounts and (2) through third parties that would 
facilitate the transaction. 

Exhibit 16: This chart iliustrates the two general methods that illegal surcharges were paid. 

A. Direct payments by oil purchaser 

The simplest method for the surcharge payments was a direct payment from the oil purchaser to 
the regime-controlled bank account. To that end, the Hussein regime maintained numerous accounts at 
banks throughout the Middle East, in particular Jordan and Lebanon. 

B. Payments through Third-Parties 

While many oil companies were willing to comply with Saddam’s demand for illegal surcharges, 
they wanted to conceal those payments as much as possible. As a result, they refused to make direct 
payments to regime-controlled accounts. In those circumstances, the oil purchaser would make payments 
to a third party, who would then forward the surcharge on to the regime accounts. Similarly, the 
recipients of the allocation of oil were also used as a conduit for the surcharge payment. 
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Exhibit 17: This is an example of the surcharge payment going through the allocation recipient. 

In this letter, Hamidah Na’na, the Syrian journalist that we discussed earlier, 
commits to pay the oil surcharge, saying “/ hereby undertake to settle the 
surcharge at the rate of 30 U.S. cents per barrel for American destination, and 25 
U.S. cents per barret for Europe or the Far East destinations for 1.5 million 
barrels which Devon Petroleum Company will lift from contract M/ll/100 dated 
02/1 1/2002 signed in the name of the aforesaid company on my behalf during 
Phase nr 

In addition, I refer back to Exhibit 10, in which a representative of an allocation holder issued a 
“Full Corporate Offer” for 2 - 4 million barrels of oil under the Program. In connection with this Offer, 
the representative demands a “Seller’s Fee” amounting to “U.S.$ 0.75 / net barrel inclusive ofSOMO's/' 
Notably, the price for the oil is already set at the “SOMO price formula.” Therefore, the “fee” to SOMO 
referred to in “Seller’s Fee” cannot refer to the price of the oil, but instead must be a separate payment to 
SOMO - i.e,, an illegal surcharge. In short, this document reveals that the seller of the allocation is 
offering to pay the surcharge for the oil purchaser. 

Exhibit 18: This set of documents relates to a contract between A1 Hoda International Trading 
and an oil company. A1 Hoda purchased 4 million barrels of oil in connection with 
Contract M/9/15 under the OFF Program, and sold half of that oil to the oil 
corrpany. According to Page 2 of the contract between A] Hoda and the oil 
company, the oil price was the official selling price of the oil plus 40 cents per 
barrel. Interestingly, the payment mechanism is divided in three parts. Starting 
with tlie last paragraph on page 2, we see the payment “inside the letter of credit,” 
which we will see refers to the letter of credit used to pay the U.N.-controlled 
account under the OFF Program. Moving up to the next paragraph is a payment of 
10 cents per barrel “outside the letter of credit” at the direction of Al Hoda. Third, 
however, is another “payment of [U.S. dollars) 0.30 per . . . barrel to be paid outside 
the letter of credit as instructed by Al-Hoda...” The next document is an invoice 
from Al Hoda requesting payment for the “Balance amount due not covered by 
Letter of credit NR. LCIM 2176337,” which PSI ha^ confirmed is the letter of 
credit for paymeiu for liic oil to the U.N. -controlled account within the OFF 
Program. The balance requested is 40 cents per barrel shipped (the 10 cent 
commission plus the 30 cent surcharge) which amounts to more than $836,860.60. 

The next document is the order from the oil company to its bank to make the 
payment for die $836,860.60 invoice. The next document is an excerpt ftom the oil 
company’s ledger that confirms that a payment for the $836,860.60 invoice to Al 
Hoda was actually paid. 

So how do we know that that payment (or some portion thereof) was a surcharge payment to 
Iraq? The Subcommittee has obtained SOMO records that provide detailed information about the 
surcharge payments it received. 

Exhibit 19: This is an excerpt of a chart created by SOMO in February 2004 that details each oil 
contract in which a surcharge was paid. Specifically, the chart details the contract 
number, the surcharge payer, the amount of oil lifted, the rate of the surcharge, the 
surcharge owed, the amount of the surcharge that was actually paid, and whether 
there are any outstanding balances. If we look at the highlighted entry on the chart, 
which relates to Al Hoda’s contract M/9/15, this chart confirms that, for Contract 
M/9/15, Al-Hoda made a surcharge payment of 30 cents per barrel. Therefore, it 
appears that the 30-cenf clause in the Al Hoda-oil company contract did indeed 
reflect a surcharge payment. 

With that, I will end my presentations and I would be happy to answer any questions that the 
Subcommittee may have. 

♦ ♦ ♦ 
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Duma Council 

Liberal Democratic Party of Russia 


No.: 283-4-105 
Date: 07/30/1997 

To: His Excellency Dr. Hasan Fahmi Jum’ah 

Extraordinary Authorized Ambassador of Iraq to Federal Russia 

Dear Friend, 

The Liberal Democratic Party made every effort since it was first established to bring both of our 
countries and people closer, and to consolidate and increase the common understanding between us, 
as well. 

We stood firmly against the enforcement of the United Nations economic sanctions which conflict 
with the interests of independent Iraqi people, and which were decided by order of the American 
capital. In order to balance the political situation in the world, we used our influence on the Duma 
Council to adopt resolutions that will facilitate the economic cooperation between our countries. A 
special resolution to lift the economic sanctions on Iraq was adopted in particular and by virtue of 
our party’s efforts. 

The party and I, personally, follow with concern the development of situation related to lift the 
economic sanctions on the Republic of Iraq, and we are confident that the economic sanctions, 
which are illegal and known to everyone, will be lifted very soon. 

Today, and by virtue of the United Nations resolution no. (986), your government implements a 
program to sell oil for food and medicine. 

We have commercial institutions that support the program and goals of our party, and possess true 
potentials and wish to supply medicine and food to the Republic of Iraq in the light of this 
operation. 

I hope that you will consider the possibility of companies and institutions we offer to participate in 
the mentioned operations; I suggest adding them to your list in order to implement the above- 
mentioned resolution of the United Nations. 

I hope this will serve the ideal steps to bring our countries closer together; it is considered one of the 
important basic elements of our common understanding. 

Sincerely, 

Vladimir Zhirinovsky 

Note: as far as the projects technical agreements issues, it can be verified with Mr. Kondratev V.V. 
(my assistant in economic affairs) 

Telephone: 2923324 - 2929204 


Permaneot Subcommittee on Investigations 

PSI staff Rpt (VZ)-FN 33 
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Embassy of the Republic of Iraq 
Moscow 

In the Name of God, Most Gracious, Most Merciful 


No.: S/1/1/45 

Date: 17 ofRabi Al-Thani, 1418 Hijri 
Equivalent to 08/2 1 / 1 997 


Marketing Commission / Office of the 
Executive Director 
No.: RM/KHl/705 
Date: 09/16/1997 


Ministry of Oil 
Incoming Mail Center 
No.: 20318 
Date: 09/14/1997 
Addressee: The Minister 


To: The Ministry of Foreign Affairs / Third Political Bureau 
RE: Letter 

We hereby enclose the letter of Mr. Vladimir Zhirinovsky, head of die Liberal Democratic Party of Russia dated 07/30/1997, which 
supports the participation of his parly in the supply of medicine and food as per the Memorandum of Understanding signed between 
Iraq and the United Nations. 

Furthermore, I met with Mr. Kondratev, deputy of Mr. Zhirinovsky for Economic Affairs, in the presence of Trade Counsel in this 
embassy on 08/10/1997. Mr. Kondratev requested the possibility to fulfill the wish of the head of Liberal Democratic Party of 
Russian, with whom we have strong relationships, and who has been supportive of Iraq’s position, whether at the Duma Council or in 
the mass popular meetings and others. We informed him that Iraq has no objection to cooperate with them according to traditional 
rules of trade, and asked them to submit their offers to the appropriate Iraqi parties. 

Please review. 


Regards, 



Ambassador 

Dr. Hasan Fahnii Jum’ah 
08/21/1997 

Enclosures: 

A letter with its attachment 
Cc: 


« Ministry of Oil / with a copy of the letter; please review with regards 
Ministry of Trade / with a copy of the letter; please review with regards 

Immediate and by Hand 

To; Marketing Commission Executive Manager 

You need to call our ambassador in Moscow to settle the issue of supplying them with an appropriate quantity of crude oil, taking into 
coi^ideration that they have already put in a request in this regard. 


KHl 

For review 



09/15 


Permanent Subcommittee on Investigations 

MIStaffRgt^VZ^^FN^ 
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Republic of Iraq 

Ministry of Oil 

Oil Marketing Commission 

In the Name of God, Most Gracious, Most Merciful 


No.: KH 1/5451 
Date: 09/16/1997 

To: H.E, the Minister of Oil 

RE: Contacting Mr. Vladimir Zhirinovsky 

With reference to the comment of your Excellency regarding contacting the Iraqi 
ambassador in Moscow in connection with allocating a quantity of crude oil to Mr. 
Vladimir Zhirinovsky, head of the Liberal Democratic Party of Russian, and based on the 
telephone conversation on 09/16/1997 with his Excellency, Dr. Hasan Fahmi Jum’ah - 
Embassy of the Republic of Iraq in Moscow, it appears that Mr. Zhirinovsky’s company 
has not been registered yet at the United Nations. The ambassador confirmed that the 
company has been deliberate in this regard, and that he will be sending your Excellency a 
detailed letter regarding this matter. He also explained that the deputy of party leader, 

Mr. Kondratev will be visiting the country soon to have talks with the Ministry of Trade 
regarding supplying the country with food substances and medicine. 

Please review. 


Regards, 



Saddam Zeben Hasan 
Executive Director 


[TC: there is a hand-written note that reads] 
“Thank you; we will follow-up closely” 



09/18 


[Page footer] 

Arabic telex 5834 SOMO Telex 212198/212199 

P.O. Box 5118 Baghdad - Iraq Tel. 7742040 - 10 


Pcrmaneiii Subcommittee on tnvestigations 

PSI Staff Rpt{VZ)-FN 36 
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[Fax line] From: Iraqi Embassy Moscow Sep. 23, 1997 1 :45PM Phone No.; 2302922 

Embassy of the Republic of Iraq 
Moscow 

4/3/2 

Ministry of Foreign Affairs 
Third Political Bureau 
No. 1261 
Date: 09/24/1997 

No.: S/1/1/27 

Date: Date; 21 of Jumada Al-Awal, 1418 Hijri 
Equivalent to 09/23/1997 

To; The Ministry of Oil / State Oil Marketing Organization (SOMO) 

RE; Letter 

Referring to the telephone conversation with Mr. Saddam Zeben Hassan, head of State Oil Marketing Organization (SOMO) this 
morning 09/23/1997, 1 hereby send you by fax the letter of Mr. Vladimir Zhirinovsky, head of the Liberal Democratic Party of Russia, 
dated 09/22/1997 regarding their delegation who will be arriving in Baghdad on Friday, 09/26/1997. 

Please review. 

Regards, 



Ambassador 


Dr. Hasan Fahmi Jum’ah 
09/23/1997 

Enclosures: 

A letter and its translation 
Cc: 


Ministry of Foreign Affairs/Third Political Bureau/with reference to your letter no. 1137 of 09/1 3/1997. We met with Mr. 
Zhirinovsky on 09/18/1997 in the presence of his senior assistants including Mr. Gotzariev, deputy of Duma Council Leader; 
we agreed that their delegation would visit the country. We suggest in this regard that the Ministry of Foreign Affairs meet 
with the members of the delegation due to their importance and to facilitate their nussion with the related ministries. 
Attached is a copy of the above-mentioned letter; please review with regards. 

Ministry of Trade / with reference to the meeting of the minister with the head of the Liberal Democratic Party, which was 
mentioned in the Ministry of Foreign Affairs aforesaid letter. Please review with regards. 

[Signature] 

Ambassador 

Dr. Hasan Fahmi Jum’ah 

To: Third Political Bureau 

Please provide State Oil Marketing Organization and the Ministry of Trade... [Cutoff] 


PprmaHMif Subtommitteg on lovestigations 

PSIStaffRgt^VZ^JFN39 
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[TC: Please note that most of this page is illegible] 

Duma Council 

Liberal Democratic Party of Russia 


No.: 775-40501 
Date: 09/22/1997 

To: His Excellency Dr. Hasan Fahmi Jum’ah / Ambassador of the Republic of Iraq to 
Federal Russia 

Dear friend, 

As per the [Illegible] reached agreement, we planned to send a delegation to have talks 
with the Iraqi officials; the delegation will be formed of the following people: 

• Mikael Gotzariev, deputy of Duma Council leader [TC: the rest is illegible] 

• Oskalov Alisan. . . [TC: the rest is illegible] 

• [Illegible] Askoli [Illegible] [TC: the rest is illegible] 


Permanent Subcommittee on Investigations 

PSI staff Rpt (VZ) - FN 40 
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FEDERAL ASSEMBLY - PARLIAMENT OF RUSSIAN FEDERATION 
GOVERNMENT DUMA 

FRACTION OF THE LIBERAL - DEMOCRATIC PARTY OF RUSSIA 


September 22, 1997 


No, 5.1-4-775 


His Excellency 
Hassan Fahmi Djum 
(Unintelligible) 

Dear Friend! 

In accordance with the agreement that was reached earlier, would like to inform 
you, that to conduct negotiations with the government, a delegation of the following 
composition is being planned to be sent to Iraq. 

.^.^.^eriev, Michael Safarbekovich, vice Chairman of Government Duma, 
deputy of ????, empowered ?????? all questions regarding this program; 

.^.^.^'kanov, Alihan Beibotovich, vice Chairman of Federal food-stuffs 
corporation of the Russian Federation, empowered to conduct negotiations and to 
sign contracts regarding the food-stuffs portion of the program; 

?.?.^romov, Anatoliy Nikolaevich, director of the external economic 
activity Department of a company “SIDANCO” (the firm engages in extraction, 
refining and transportation of oil in the regions of Siberia, Far East, Saratovskaya 
province), empowered to conduct negotiations and to conclude contracts of oil 
quotas, earmarked for Liberal - Democratic party of Russia; 

Idrisov, Arsen Emilevich, deputy director of Department of a company 
“SIDANCO”. 

.^.^.^nakov, Valentin Nikolaevich, assistant to the deputy; 

The periods of the visits (with the exception of October I - 3 of this year) depend 
exclusively on the time of registration of visas by the embassy consulate department. 
Kindly ask to commimicate your thoughts in regards to the abovementioned. 


With Respect 


The leader of fraction LDPR 
/signed/ 


V. Zhirinovsky 
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Ministry of Foreign Affairs 
Office of the Minister 
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In the Name of God, Most Gracious, Most Merciful 


No.:M.K.Hl/ll/1620 
Date: 29* of Jumada A!-Awal, 1418 Hijri 
Equivalent to October 1997 


Stamp 


Stamp 

Marketing Commission / Office of the Executive 


Ministry of Oil/Office of the Minister 

Director 


No.; 8946 

No.; RM/KHl/814 


Date; 10/02/1997 

Date: 10/05/1997 




No.: 2355 
Date: 10/02/1997 
Office of the Minister 


Secret 


To: Ministry of Oil 

RE: Russian Delegation Visits the Country 

In its telegram dated 09/30/1997, our embassy in Moscow has informed us that the Russian delegation, lead by (Mikael Gotzariev), 
deputy of the Duma Council leader, will arrive in the country on Sunday, 10/05/1997 to complete the contracts pertaining to oil and 
foods. (Zhirinovsky), head of the Liberal Democratic Party of Russia, requested full support to the delegation, and mentioned that 
(Gotzariev) is his personal representative and has full authonty to sign contracts, the embassy added. Sidanco general manager to Iraq 
and the United Nations will accompany the delegation in order to buy oil on behalf of the Liberal Democratic Party. The embassy 
mentioned that (Gotzariev) showed his interest to meet the minister of oil and the marketing director. 

Please review. 


Regards. 



Tariq Aziz 

Deputy of Prime Minister 
Acting Minister of Foreign Affairs 
10/01/1997 


[TC: There is a hand- written note to the bottom of this page that reads:] 

To: The Executive Director of Marketing Commission 

Please take the necessary steps to contract for the appropriate quantity. We are working on meeting him with your presence. 



10/05 


Permapent SubcoromUtce on Investigations 

PSIStaffRgt^VZ^^FN^ 
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STATE OIL MARKETING ORGANIZATION 

CRUDE OIL SALES CONTRACT 

NO. M/02/32 
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SECTION ONE 
SPECIFIC PROVISIONS 
F.O.B. CRUDE OIL SALES CONTRACT 
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CONTRACT BETWEEN STATE OIL MARKETING ORGANIZATION (SOMO) 
hereinaft^er- (called SELLER) of t:he one part: and JOINT STOCK 
COMPANY “SIDANCO” (hereinafter called BUYER) of the other part. 
Whereby it is agreed as follows 

SECTION ONE 


Wherever the general provisions of Section Two, attached and 
herein incorporated in this Contract, are at variance or in 
conflict with this section one, the provisions of section one 
shall govern. 


ARTICLE ONE 


DEFENITIONS 


As used In this Contract, unless otherwise provided, the 
following words and terms shall have the following meanings :- 


Barrel 


Day 


Barrel per : 
Day (b/d) 


means forty-two (42) U.S. Gallons at sixty 
degrees (60 Degree) Fahrenheit and at normal 
atmospheric pressure. 

means a period of twenty-four (24) running 
hours commencing at 00.01 hours local time 
at the port of loading. 

means the average number of barrels of crude 
oil supplied during a calendar day as defined 
above . 


F.O.B. 


means "Free on Board" as referred to in the 
ICC Incoterms 1990, 


Dollar ($) 


The currency of the United States of America. 



1 
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Month : 

Quarter : 

Year : 

API Gravity: 

SCR 986 ; 

SCR 11X1 : 

661 Committee: 

Procedures : 

Overseers : 


means Gregorian Calendar Month commencing at 
00.01 hours local time at the port of loading 
on first day of the month. 


means a period of three (3) consecutive 
months beginning on a 1st January or a 1st 
April or a 1st July or a 1st October. 


means a Gregorian Calendar Year. 


means Scale adopted by the American Petroleum 
Institute for expressing the specific gravity 
of crude oil. 


means security council resolution 986 (1995) 
of 14 April 1995. 

means Security Council resolution 1111 (1997) 
of 4 June 1997. 

means the Security Council Committee 
established by Security Council resolution 
661 (1990) . 


means the procedures to be employed by the 
661 Committee (United Nations document 
S/1996/636, dated 8 August 1996). 


means the independent experts in 
International Oil trade appointed by the 
Secretary-General of the United Nations 
pursuant to SCR 986 and the procedures. 


means the independent oil inspection agents 
appointed by the Secretary-General pursuant 
to SCR 986. 


Inspectors 
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ARTICUS TWO 


PERIOD : 


1. Subject to Article Bight below, this Contract shall become 
effective on the 7th day of October, 1997, and shall continue 
thereafter until 4th of Dec. 1997, unless renewed by mutual 
agreement . 

2. The ultimate destination of th&^<^>ude oil sold under this 
Contract shall be for Europe. 

Any change in the destination is subject to the prior approval 
of Seller. 


ARTICI.E THREE 


QUANTITY AND QUALITY ; 


1. SELLER undertakes to sell and deliver FOB and BUYER 
undertakes to purchase, receive and pay for the following: 

Type of Crude Quantity Port of Loading 


KIRKUK 1,800,000 BBLS. CEYHAN 

2. The quality of the crude oil shall be the standard export 
quality available at the port of loading from time to time. 

3. Quantities shall represent contracted quantities or number 
of barrels per day contracted multiplied by the number of days 
of the relevant period stipulated in sub Article 2.1. 

4. Quantities shall be lifted as evenly as possible over the 
course of such delivery period in lots of approximate barrels 
and as will be agreed between BUYER and SELLER. 

5. Quantities lifted under allowed operational vessel slippage 
shall be deemed as part of the contracted quantities of the 
period. 





3 
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®01 


6. In cases when SELLER, for reasons technical or otherwise 
that are beyond his control, is unable to meet his full 
contractual commitioents , SELLER shall have the right to reduce 
the contracted quantities for the duration of the period when 
such circumstances shall prevail. SELLER shall advise BUYER 
as soon as possible before the beginning of any period during 
which supplies to all buyers are to be reduced. 


7- In no event shall any loading start beyond the 4th of 
December 1997, unless the Security Council has authorized 
sales beyond that date. ' ' 
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ARTICIuE FOUR 

PRICE : 

1. The price (s) of the crude oil to be delivered under this 
contract shall be as follows :- 

Type of Crude API Port of loading 

KIRKUK 36,00 CEYHAN 

Price Mechanism in S per Barrel FOB 

KIRKUK EX CEYHAN : DATED BRENT ~ $ 1.80/BBI. 

FOR EUROPE 

The above - mentioned pricing mechanism Is for loading in 
October 1997, and shall be adjusted up or down each successive 
month for the duration of the contract in the sane direction and 
magnitude cent for cent per barrel as the changes in the published 
price for Arab Light crude oil as announced by the producer 
applicable for the same destination and Month of Loading, 

The Brent price is calculated by taking the arithmetic average 
of the means of the high and low spot assessments of Brent Dated 
quotations as published in the Platt's Crude Oil' Marketwire for 
five consecutive quotations starting from the Bill of Lading date 
(Bill of Lading date shall be day one). 




5 
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ARTICLE FIVE 


REOPENER 


Each party shall have the right not later than the 
15th day of any month to request a review of the pricing 
mechanism of this Contract. 


If following a revest for a review, the parties are unable 
to agree within a period of ten (10) days from the date upon 
which such request was made, either party may elect to 
terminate this contract by serving written notice of 
phase-out to the other party and termination shall be 
effective at the end of the month following the month during 
which the notice of termination has been received. 


But if the parties are able to agree within the above - 
mentioned ten (10) days period, any agreed upon adjustment 
to the pricing mechanism shall be subject to the approval 
of the 661 comiDittee. 


However, if such approval has not been granted by the 
661 committee, this contract shall be considered as terminated 
as of the end of the month following the month during which the 
above mentioned ten (10) days period ends unless the parties 
agree otherwise. 


In case of Contract termination under any of the above 
mentioned events, this contract shall remain in full force 
and effect at the pricing mechanism applicable in accordance 
with this contract terms and conditions up to the effective 
date of termination and such termination shall not affect the 
parties' rights and obligations therefrom, unless the parties 
agree otherwise during the period prior to the effective date 
of termination. 
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ARTICLE SIX 


PAYMENT 


1. BUYER shall estiablish in respech of each shipsieni: lifted 
under this Contract an irrevocable documentary letter of credit 
issued by a bank acceptable to Banque Nationals de Paris, S.A. 
("BNP") for confirmation, in the form set out in Appendix I 


In all cases, the Letter of Credit shall be established, 
confirmed and accepted at least seven (7) days prior to 
loading date. 


2 . BUYER irrevocably undertakes that payment for each cargo of 
crude oil lifted shall be made out of the proceeds of the 
confirmed Letter of Credit directly to account number 0200*- 
201752-001-08 established by the Secretary-General of the United 
Nations, pursuant to paragraph 7 of SCR 986, at BNP (New York 
Branch) (hereinafter "United Nations Iraq Account") , upon 
presentation to BNP of the documents required by the Letter of 
Credit, including but not limited to the Commercial Invoice and 
the Bill of Lading. 


3. All charges within Iraq are for SELLER, whereas all charges 
outside Iraq are to be borne by BUYER. 


4. Unless otherwise provided herein, payment shall be made not 
later than thirty (30) days from B/L date, in same date funds. 


If payment falls due on a Saturday or Ban}c holiday other than 
Monday in the place where payment is to be made then payment 
shall be made on the last preceding banking day. If payment 
falls due on a Sunday or a Monday Bank holiday in the place 
where payment is to be made then payment shall be made on the 
next succeeding banking day. 
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artici;b seven 


SOMO STANDARD DOCUMENTATION : 


Bill of Lading 
Certificate of Origin 
Certificate of Quality and 
Quantity 

Loading Time Sheet 
Ullage Report 

Master's Receipt for samples 
Distribution of Documents 


9 (3 Originals Cr 6 copies) 

4 

4 

4 

4 

4 

4 


Two sets of documents are handed to Master, one being for 
Consignee. Seller shall advise BUVER by telex or cable 
within forty-eight (48) hours following each loading with 
the following details 

a) Vessel's name 

b) Loading Port 

c) Commenced Loading Date 

d) Completed Loading Date 

e) Sailing date 

f) Gross & net quantities in metric tons, long tons & 
U.S. barrels 

g> API Gravity 


ARTICLE EIGHT 


APPROVAL OF CONTRACT 


This Contract is subject to the approval of the Overseers on 
behalf of the 661 Comaiittee . Such approval shall be obtained in 
accordance with the Procedures, utilizing the form set out in 
Appendix 11 hereof. 


ARTICLE NINE 


SPECIAL CONDITIONS 


1. Loading of any shipment of crude oil shall be subject to the 
authorization of the Inspectors at the port of loading. The 
Inspectors shall also have the authority to stop the loading if 
they determine that there is any evidence of irregularity. 
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2. Notwithstanding Sub Article 4-3 of section Two of this 
Contract, the accepted date of arrival of the vessel at the 
loading ports shall be fixed on a one (1) day range. All 
related Articles of Section Two of the Contract will read 
to that effect and conformity. 


3. Notwithstanding Sub Article 6-5 of Section Two of this 
Contract SELLSR shall be allowed as laytime at Al Bakr Terminal 
as follows : 


Laytime (hrs) 

Vessel DWT 

(MT) 

36 

Up to 129 

999 

54 

130 000 - 

199 999 

65 

Over 200 

000 


All related Articles of section Two of the Contract will 
read to that effect and conformity. 

4. Xn addition to the events specified in Sub Article fi— 6 of 
Section Two, any time consumed due to the Inspectors prohibiting 
loading shall not count as used laytime. 


5. This Contract shall terminate forthwith in the event that 
the Security Council terminates the authorization to import 
petroleum or petroleum products originating In Iraq. 

6. Assignment of the rights or obligations of the SELLER or 
BUYER shall be subject to the approval of the 661 Committee. 

7. Any claims from BUYER under Sub Ajrticle 1*3 or Article 
Seven of Section Two, and any analyses carried out under Sub 
Articles 1-5 and 1-6 of Section Two, shall be copied to the 
Overseers. Payments or other awards under Article Thirteen 
of section Two, in respect of claims under Articles One and 
Seven of Section Two are subject to the approval of the 661 
CoauDittee. Any sum to be paid by BUYER in settlement of a 
dispute under Article Thirteen of Section two relating to 
the proceeds of the sale of crude oil under this Contract 
shall be paid by BUYER directly to the United Nations Iraq 
Account. 
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a. Payments to SELLER under Sub Article 5-5 and Sub Article 
6-7 of Section Two, and any other payments or awards under 
Article Thirteen of Section Two, are subject to the approval 
of the 661 Committee. 

9. This contract shall be subject to SCR 986, SCR 1111, the 
Procedures and the Memorandum of Understanding between the 
Secretariat of the United Nations and the Covernment of Iraq on 
the implementation of SCR 986 (United Nations document S/1996/356, 
dated 20 May 1996} . 

ARTICLE TEN 


ADDRESSES : 


In addition to the notices, declarations and other 
communications required under Article Fourteen, notices, 
approvals, declarations and communications reqpiired above 
for the Overseers, on behalf of the 661 Committee, shall 
be effected at the addresses below 
FOR SELLER : 


STATE OIL MARKETING ORGANIZATION 
P.O. BOX 5118 
BAGHDAD - IRAQ 

TELEX : 212198 - 212199 SOMO IK 

TELEPHONE : 964-1-2869561 

964-1-7742040 - 10 lines 

FAX : 964-1-2853925 

FOR BUYER : 


LEGEL ADDRESS : FOR CORRESPONDAKCE ; 


JOINT STOCK COMPANY "SIDANCO" 
SETTLEMENT BARVIKHA, 40 
ODINTSOVSKI REGION 
MOSCOW DISTRICT 
RUSSIA 


FOR OVERSEERS 


6/ 1 , KADASHEVSKAYA NAB 
MOSCOW RUSSIA, 109017 
TELE : (7095) 230-3402 
FAX : (7095) 230-32-05 
230-39-48 
230-01-17 

TELEX: 465384 


UNITED NATIONS, NEW YORK, U.S.A. 
FAX : 212 - 963 - 1628 


This Contract has been done and signed on the 7th day 
of October 1997. 




Republic of Iraq 
Ministry of Oil 
Marketing Commission 
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In the Name of God, Most Gracious, Most Merciful 


No.:KHl/6215 

Date; 7* of Jumada Al-Thani, 1418 Hijri 
Equivalent to 10/08/1997 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 9187 
Date: 10/08/1997 


To: His H.E. the Minister of Oil 
RE: Approval 

Please find below the details of contract signed with the Russian company Sidanco (for Mr. Vladimir Zhirinovsky, head of the Liberal 
Democratic Party of Russia) 

1- Contract No.: M/02/32 Date: 10/07/1997 

2- Name of Company Buyer; Sidanco 

3- Nationality: Russian 

4- Quantity: 1 . 8 million barrels 

5- Type: Kirkuk crude oil 

6- Destination: Europe 

7- Period of Supply: until 12/04/1997 

S- Estimated value of contract in dollar: (30) million U.S. dollars 


Please review and approve. 
Regards, 



Saddam Zeben Hassan 
Executive Director 



{Page footer} 

Arabic telex 5834 SOMO Telex 212198/212199 

P.O. Box 51 18 Baghdad - Iraq Tel. 7742040 - 10 


Permanent Subcomwittce on Investigations 

PSIStaffRgt^^VZ^^FN^ 
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8. PayBent-B to SELLER under Sub Article 5-5 and Sub Article 
6-7 of Section IVo, and any other payments or awards under 
Article Thirteen of Section Two, are subject to the approval 
of the 661 Committee. 

9. This Contract shall be subject to SCR 986, SCR 1111, the 
Procedures and the Memorandum of Understandingr between the 
Secretariat of the United Nations and the Government of Iraq on 
the implementation of SCR 986 (United Nations document S/ 1996/356, 
dated 20 Nay 1996). 

ARTICLE TEN 


ADDRESSES : 


In addition to the notices, declarations and other 
communications required under Article Fourteeirr'liotices, 
approvals, declarations and communications required above 
for the Overseers, on behalf of the 661 Committee, shall 
be effected at the addresses below :- 
FOR SELLER : 


STAIE OIL MARKETING ORGANIZATION 
P.O. BOX 51X8 
BAGHDAD - IRAQ 

TELIX : 212198 - 212199 SOMO IK 

TELEPHONE ; 964-1-2869561 

964-1-7742040 - 10 lines 

FAX : 964-1-2853925 

FOR BUYER J 


LEGE L ADDRESS 


FOR CORRESPO^ DANCE : 


JOI^T' STOCK COMPANY «SIDAHCO»» 
SETTLEMENT BARVIKHA, 40 
ODIf.TSOVSKI REGION 
MOSCOW DISTRICT 
ROSMA 


FOR OVERSEERS 


6/1, KADASHE\ SKAYA NAB 
MOSCOW RUSflA, 109017 
TELE : (7095) 230-3402 
FAX : (7095) 230-3^1-05 

230-37-48 
230-01-17 

TELEX: 485384 



UNITED NATIONS, NEW YORK, U.S.A, 
FAX : 212 - 963 - 1628 


All other terms and conditions as per F.o.B. crud <»il contract 
{Section two) No. M/02/27 dated 23/8/1997. 


Th:-S Contract has been done and 
of January' 1998. 

FOR SELLER 



SADDAM Z. HASSAN 
EXECUTIVE DIRECTOR GENERAL 


VALERY I. pol::akov 

HEAD OF THE DEPARTMENT OF OIL EXPORT 


- 10 
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To: The Executive Director 

A telegram from the Iraqi Embassy in Moscow dated 03/12/1998. 

Mr. Vladimir Zhirinovsky, Head of the Liberal Democratic Party of Russia, has requested 
help to be offered to the members of the delegation of the Russian company Sidanco in 
order to participate in the execution of phase three of the Memorandum of Understanding 
of Oil for Food and Medicine. 

The delegation will be arriving by you on Monday, 03/16/1998. Please offer them the 
help and greet them. 

Regards, 

Hasan Fahmi Jum’ah 
Ambassador of the Republic of Iraq 
03/12/1998 


KHl 



03/14 


Permanent Subcommittee on Investigations 

PSl staff Rpt (VZ) - FN 50 
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in the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.; KHl/6318 

Ministry of Oil Date: ISSafar, 1419 H 

Marketing Commission Equivalent to 06/1 1/1998 


Stamp 

Ministry of Oil/Office of the Minister 

No.: 5799 
Date: 06/12/1998 


To: H.E. the Oil Minister 

RE: The Request of the Russian Company Rosebulnefte 

On 06/09/1998, the Russian company Rosebulnefte submitted a request to this commission (hereby enclosed) regarding the allocation 
of (5) million barrels of Kirkuk crude oil in phase four of the Memorandum of Understanding; the quantity requested represents the 
immediate allocation of the company since the table submitted by the Russian Ministry of Energy & Fuel did not grant the company 
any portion. 

Please take into consideration that (3) million barrels of Kirkuk crude oil has been already allocated to the aforesaid company in phase 
three on behalf of the Liberal Party of Russia (Mr. Zhirinovsky), who notified the company of being the one to lift the quantity that 
will be allocated to the Liberal Party in phase four. 

Please review and advice. 

Regards, 

Saddam Zcbcn Hassan 
Executive Director 

[Miscellaneous signatures] 

[Under discussion for one week] 



06/14 




KHl 



KH! 



t? 

06/15 


Enclosures: Request photocopy 
(Page footer] 

Telex 212198/212199 
Tel. 7742040 - 10 


Arabic telex 5834 SOMO 
P.O. Box 5 1 18 Baghdad - Iraq 


Permanent Subcommittee on Investigations 

PSl staff Rpt (VZ) - FN 51 
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Allocation of Quantities in Phase Four of the Memorandum of Understanding (million barrels) 



To; The Executive Director of Marketing Commission 

The vice-president of the republic has approved the allocation of quantities as indicated in this table. Please 
take the necessary steps to carry out. 



06/11 


KHl &KH2 



06/11 


Permanent Subcommitu-c on Invesligatlons 

PSI staff Rpt (VZ) - FN 52 





274 










275 


r 



STATE OIL MARKETING ORGANIZATION 


CRUDE OIL SALES CONTRACT 


NO. M/04/44 


- - 
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8. Paynents to SEULSR under Sub {Article 5-5 and Sub Article 
6-7 of Section Two, and auty otber payments or awards under 
Article Thirteen of Section Two, are subject to the approval 
of the 661 CcHttmittee . . 

This contract shall be siAbject to SCR SS6, SCR 1111, SCR 1143, 
SCR 11S3, the Procedures and the Kenorandun of Understanding betveon 
the Secretariat of the United Nations and the GovernBant of Irag on 
the iisplenentation of SCR 986 <United Nations document S/1996/356, 
dated 20 May 1996). - 

ARTXChE TEN 


ADDRESSES : 


Xn addition to the notices, declarations and other 
coauKiunicationc required under Article fourteen,, notices, 
approvals, declarations and connunications required above 
for the Overseers, on behalf of the 661 Cosonittee, shall 
be effected at the addresses below :<• 

POR SELLER : . ’ ' ' . 


STATE OIL MARKETING ORGANIZATION 
P.O. BOX 5118 
BAGHDAD - IRAQ 

TELEX : 212198 - 212199 SOMO XK 

TELEPHONE : 964-1-2869561 

964-1-7742040 - 10 lines 

FAX ! 964-1-2853925 


FOR BUYER : 

LEGEL ADDRESS : FOR CORjEtBSPOHDANCE : ; 


OPEN JOINT STOCK COMPANY »*SIDANco” 
SETTLEMENT BARVIKHA, 40 . 

ODXNTSQVSKX REGION 
MOSCOW DISTRICT 
RUSSIA 


6/1, xadashbvskayA nab 

MOSCOW RUSSIA, 109017 
TELE : (7095) 230-3405 
FAX X (7095) 230-34r05 


POR OVERSEERS 


TELEX; 485384 SOCO rU 


UNITED NATIONS, NEW YORK!, U.S*A. 
FAX : 212 - 963 - 1628 


All Other terms and conditions as per 7.O.B. crud oil contract 
(Section two) No. M/02/27 dated 23/8/1997. 


This Contract has been done and signed on the 8th dav 
of July 1998. V uay 


FOR SELLER 

SAD1»M Z. HASSAN 
EXECUTIVE DIRECTOR GENERAL 


FOR BUYER 


MIHAKOV VALENTIN NIKOLAEvicH 
PIRSCTOR 


10 
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!n the Name of God, Most Gracious, Most Merciful 

Republic of Iraq 
Ministry of Oil 

Slate Oil Marketing Organization 
(Stale Company) 


No.: K.Hl/7632 
Date: ISRabi’ !, 1419 H 
Equivalent to 07/09/ i 998 


Stamp 

Ministry of OiJ/OIBce of the Minister 
No.: 1986 
Date; 07/09/1998 


To: H.E. the Oil Minister 

RE; Approval on Exported Cnide Oil Contracts 

Based on the approval of Mr, Taha Yassin Ramadan, vice-president of the republic, as per the statement of allocations in 
phase four, please find below the details of the contract signed with the Russian Company Sidanco (on behalf of the Liberal 
Democratic Party of Russia / Mr. Zhirinovsky); 

1- Number of Contract: M/04/44 

2- Name of Company Buyer; Sidanco 
KMiionaiiiy: Russian 

4- Quantity: (10) million barrels 

5- Type ofCrude Oil: Kirkuk 

6- Destination of Crude Oil: Europe and / or America 

7- Pricing Formula: European and / or American markets 

8- Period of Supply: Until 1 1/25/1998 

9- Estimated Value of Contract in Dollar: (100) million U.S. dollars based on an estimated rate of SI 0/barrel 
For your review and approval, please. 

Regards. 


Saddam Zeben Hassan 
Executive Director 

[Misceilaneous signatures] 

For the Approval of Minister 

I approve 

O'^/IO 

- 





(Page footer) 

Arabic Telex 5834 

P.O. Box 5118 Baghdad -Iraq 


SOMOteIex2I2I98/212199 
Tel 7742040 - 10 


PSI staff Rpt (VZ) - FN 56 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq 
Ministry of Oil 

State Oil Marketing Organization 
(State Company) 


No.: KHl/3690 
Date: I6Sha’ban, 1419 H 
Equivalent to 12/05/1998 


Stamp 

Ministry of Oil/Office of the Minister 

No.; 13062 
Date; 12/05/1998 


To; H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

In compliance with the instructions of your Excellency to extend the validity of contracts with Russian companies for two 
months in phase four, to expire on 01/25/1 999, we have extended the contract signed with Sidanco Company (on behalf of 
Liberal Democratic Party of Russia / Mr. Zhirinovsky): 

1- Number of Contract: M/04/44 

2- Name of Company Buyer: Sidanco Company 

3- Nationality: Russian 

4- Quantity; (3) million bands 

5- Type of Crude Oil; Kirkuk 

6- Destination of Crude Oil: Europe and / or America 

7* Pricing Formula; As per the standard rate agreed on between SOMO and the United Nations from time to time 

8- Period of Supply; Until 01/25/1999 

9- Estimated Value ofContract in Dollar: (20) million U.S. dollars based on the rate of$!0/barre! 

For your review and approval, please. 


Regards, 



Saddam Zeben Hassan 
Executive Director 


(Miscellaneous signatures] 

For the Approval of Minister 
I approve. 

You need to verify with the Party’s representative that this company remains its representative 


KHl 


To take the comment of the minister into consideration 



1 2/05 

[Page footerl 
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t. ^ 

fV y ' Republic of Ireq 
Ministry of oil 
V _ , ‘SOMO 

^ t yf A 

Aftn^M? Saddam Z, yassan 
'Executive Directdr'Cenerai 


Rg Contncl MMM4 of 8/7/9S. Ki rkuk Cru de Oil ex Cevhan 


Dear Sir ' ' 

'IS-; J ;SSSisKU,:,s;f SS Ssl 

* ^ g ^ f 

We would like lo fefer to the a^ye Contract apd to infofrn you that 
the bal^'nce of f 019’225 US’bbIs'bf Wrkuk was”‘left' over lih'de'r the^ ^4' 
abQ^ernentipne4^qonfrarf'affer cbmpiptibn o|t6e Jas{ 'shipmefit'' T 

*■ ' ^ , I ' yj"" ” / ^ t 

We viiould appreciate, if you»a^ee,tojlextencyhe validity of the > *-« ’ 
aboVe'Ccptract i- .rder to permit O J S C Stdafico to performlheii^ v ' 
contractual obligations arjd to liftthe Batance % _ ' ' 

We, pope {hat our wishes Will Ke favourably welcomed andnassure*. ^ 
you of our desire to "be of service at all’limes 

s , ^ ^r. ' V ^ ‘ \ , X * ' ^ 

We' remain, > V " ^ C i 

Yours sincerely,. ^ . X ^ 1 s 


'Vi'Wj 


V.'V.: Zhirinovsky. 


/r.j> 

V ‘tTf \ c, c- -j 


permanent >Sut>commtttee on invesugtttions 
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This page is in English, except for the following stamp of SOMO: 


Stamp 

Oil Marketing Organization / 
Office of the Executive Director 
No.: RM/KH 1/422 
Date; 04/15/1999 
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This page is in English, except for the following Arabic hand-written notes: 


RM/KH1/KH2 

04/14/1999 



1285 

04/13/1999 
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Statement of Quantities Allocated ip the Phase Subsequent to Phase Five 


No. 

Country/Corapany 

Proposed Allocation for 
the Phase subsequent to 
Phase Five 

Quantities of Phase Five 
Million barrels 

Remarks 

Qty/miliion 

barrels 

Percentage 
out of the 
Total 

Original 

Additional 

Total 


Permanent Member 
Country 







1- 

Russia 

133 

37% 






A- Reeular requests 







t 

-Sidanco 3 

3 

3 


7.2 


7.2 

It was omitted 
from the list of 
the Ministry of 
Energy / in order 
to enable it to 
market the 
quantity of Mr. 
Zhirinovsky 


Permanent SubcommUtte on tnvestleations 

PSI Staff Rpt (VZ) - FN 64 
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BAYOIL 


TO: Gruppa AUiance 

ATTN: Mr. Gromov Anatolii Nickolaevich 

FAX: 011-7095-746 5809 

FROM: Ludmil Oionissiev 

DATE: December 2, 1998 


Dear Sirs: 

Thank you for the opportunity to talk to you today over the phone. As I mentioned 
Mr. Mavlit Bajaev has given me your coordinates. 

Bayoil is historically one of the Major Supplier of Iraqi oil to the USGC 
independent refineries. 

I understand that you may have some Iraqi oil allocation . If this Is conact we 
would like to receive an offer from you for quantities available to you under future 
oil allocation of the Iraqi/UN Oil for food deM during the S'* period. 

We are ready to pay market prerrdums for the oil as well as to open the respective 
tetters of Credit from your name in favor of UN/SOMO for our account, if this is 
needed. 

Our contacts in USA are: 

Telephone; 810 1 713 222 7100; fax: 8 10 1 713 224 8101; Telex 3771826 
E mail: bayoii®aol.com 

I look forward to hearing from you when it will be possible to negotiate terms and 
conditions and to sign our deal. 


Best Regards, 


Ludmil Dionissiev 
Special Adviser 
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BAYOIL 


TO: Sidanco 

ATTN; Mr. Polyakov Valerii Ivanovich 

FAX: 011-7095-230 3405 

FROM: Ludmil Oionissiev 

DATE: December 2, 1998 


Dear Sirs; 

Thank you for the opportunity to taik to you today over the phone. 

As you had mentioned before ali Iraqi crude oil was traded by UP United 
Petroieum, in Geneva. Although Bayoil is historically one of the major Supplier of 
Iraqi oii to the USGC independent refineries we have not had the opportunity thus 
Ur to cooperate handling any of your oil allocation applicable to the forth period 
of the IraqlAJN oil for food deal. 

I understand that you will now be handling your Iraqi oil Allocation from Moscow. 
If this is correct we would like to receive an offer from you for quantities available 
to you under future oil allocation of the Iraqi/UN Oil for food deal during the 5*^ 
period. 

We are ready to pay market premiums for the oil as well as to open the respective 
Letters of Credit from your name In favor of UN/SOMO for our account, if this Is 
needed. 

Our contacts in USA are: 

Telephone: 1 - 713 - 222 7100; tax: 1 - 713 - 224 8101; Telex 3771825 
E mail: bayoil@aol.com 

I look forward to hearing from you when it will be possible to negotiate terms and 
conditions and to sign our deal. 


Best Regards, 


Ludmil Oionissiev 
Special Adviser 
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TO; 

Sidanco 

ATTN: 

Mr. Polyakov Valeril Ivanovich 

FAX: 

011-7095-230 3405 

FROM: 

Ludmii Dionissiev 

DATE: 

December 2, 1938 


Dear Sire: 


The president of Bayoil, Mr. David Chalmers Jr., and myself will be visib'ng Moscow 
in the course of the next week. We are arriving on December 9. 

Mr. Chalmers is leaving on Saturday,. December IZ** , and I am flying back to 
London on Monday, December 14** late in the evening. 

We shall be staying in Hotel Radisson ■ Slavianskaya. 


We would appreciate meeting you on a day and time convenient for you, to discuss 
matters of mutual interest 


We hope this to be possible. 


Faithfully Yours, 


Ludmii Dionissiey, 

Special adviser 
Bayoil Group of Companies 
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Houston, 

Oscember 3, 1938 

Via fax: 011 7095 244 3300 

To: JSC Nafta Moscow 
Attn Mr. Efremov V. A 

Dear Vladislav Anatolievich, ' ' 

The president of Bayeit, Mr. David Chalmers Jr., and myself will be visiting 
Moscow in the course of the next week. We are arriving on December 9. 

Mr. Chalmers is leaving on Saturday, December 12”* , and 1 am flying back to London 
on Monday, December 14*' late in the evening. 

We shall be staying at Hotel Radisson • Slavianskaya. 

We would appreciate meeting you and Mr Pukhov on a day and time convenient for 
you, to discuss matters of mutual interest 

We hope this to be possible. 


Faithfully Yours, 



Ludmil Diorhssiev 
Special adviser for 
Bayoli Group of Companies 
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Translation answer to Mr. Z 

Embassy of the Republic of Iraq 

Moscow 

No. 464 

15 Dec. ms 

To Mr. Z 
Leader of LDPR 

Dear Friend: 

In answer of yonr letter address to Mr. T ar iq Azis, Deputy Prime Minister of Iraq, I have the honour to 
convey to you the ^oiogy of the Iraqi side that Iraq cannot do any deals widi American companies with 
sincerely 

Dr. Hassan Fifahmi Junm 
Ambassador of R^ublic of Iraq, Moscow 
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NAFTA 

MPSKVA 

December 18, 1998 

To: 

Attn: 


Re: Shipment of Iraqi oil 


Dear Gentlemen, 


In addition to our negotiations we confirm our readiness to purchase 7-10 
million barrels of Iraqi oil, with possible increase in quantity, within the scope of the fifth 
phase of the UN program “Oil in exchange for provisions”, under quota which will be set 
by your company. The contract to purchase oil will be entered into by “NAFTA 
MOSKVA” and “SOMO” and it will be implemented exclusively by your company at the 
official purchase price “SOMO”, plus 0.03 American dollars per net barrel of shipped oil. 
The stated premium added to the official sales price represents the cost of servicing the 
contract by the company “NAFTA MOSKVA” 

The opening of letters of credit in the name of “NAFTA MOSKVA”, but on the 
account of your company, to the benefit of the UN will be implemented by “Bayoil” and 
will bear all expenses related to this, beforehand sending to the corresponding bank a 
telex confirmation of each purchase of an oil lot. 

“NAFTA MOSKVA” also does not bear any other expenses in realization of 
stated venture, including (?damage?). We will accept ourselves our expenses for 
telexing, faxing, postal and telephone connections and transportation expenses for 
business trips to Iraq by “NAFTA MOSKVA”. 

The conditions of the sale of the Iraqi oil from ‘NAFTA MOSKVA” to company 
“Bayoil” will mirror the conditions of the contract between “NAFTA MOSKVA” and 
“SOMO”, with the exception of the price, and will be additionally confirmed by the two- 
sided exchange of the telexes. 


With respect, 

General Director V.A. Bunin 
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.109017 Mocsoa, yn. Sontuias Opahmxa. aoM 40/37, crp. 1 
rtis TencrpaMM: MocKsa Ha(|)Ta 
Tcjickc: 112649 
Tejie£t)OH: 253-94-89 
Ts.ie(}}aKc; 244.22-91 


bid. i, 40/37. Boi. Ordynka st., Moscow, 109017 
Cables: Moscow-Nafi 
Telex; 411148 A, B, C. D. E, Naft 
Telephone; 253-94-89 
Telefax: 244-22-91. 


199tf r. 





To: Bayoil (USA) Inc. 

Attn.: Mr. Ludrail Dionissiev 
Senior Advisor 


Kac. : ormpysoK upaxcKOu He(pmu 
ynasKaeMiie Focnofla, 

B BonoJiHeHne k HauiHM neperoBopaM nonTBep>K.aaeM Haiuy roTOBHOcrt. k 
aaKynKS 7-10 mhujihohob eappe-teli npaKCKoft He(j)TH, c BOSMOjKHbiM yaejiHHeHHeM 
KoaHHecTsa, b paMKax naxofi (jiasbi nporpaMMU OOH "He^xb b oSmbh Ha 
npoflOBoabCTBHe" no kboxb, Koxopaa 6yfleT yKasana Bamefi KOMnaHHeii. KoHxpaKx 
Ha aaKynxy Hei{ixH 6yflex aaiaiwHeH Me-acay OAO “Haifixa MocKsa" h "COMO" h OHa 
Syaex peaJiHaoBWBaxbca HCKJiKmirrejibHO Bauieii KOMnaHHH no oijiHUHaJifaHofl 
npoaaacHOH ueHe "COMO" naioc 0,03 aM.floaa. c hctto Oappeju 0Trpy>KeHH0H 
.He4iTH'. yKapaHHaa npeMRa k o4)HUHajibHOH nponaacHOfl uene npeflCTaEjmex 00608 
. cTOHMOCxb o6cjiy)KHBaHHsi KOHxpaicxa KOMnaHHOH ”Ha(j)xa MocKBa". 

- ■■ OxKpbrXHe aKicpeaHTHBOB ox hmchh OAO "Ha^ixa MocKsa", ho sa cnex 
• Bamefi KOMnaHHH, B nojibsy OOH ocymecTBjiaeT’ "Bayoil" h Hecex see csaaaHHbie c 
BTHM pacxoflbi, npeaBapHxeabHO HanpasHB b cooxBexcxBywmHfi BaHK xaaeKCHoe 
noflTBepacueHHe'saKynKH Ka>KaoH napxHH ne^)™. 

: .1' OAO "Ha4)xa MocKBa" ho necer xaioKe HHKaicHx apyrHX paexoflOB no 
ocyiaecxBjieHHK) aaHHofi onepaqHH, BK-aroHaa aeMepea*. HauiH pacxoflw no 
xejieKCHofi, (jjaKCOBOH, noaxoBofi h xeaetJioHHOH cBsan h xpaHcnopxHbie pacxoHW no 
KOMaHUHpbBKaM B Hpax OAO "Ha(j)Ta MocKsa" npHHHMaer Ha ceSa. 

ycjioBHa npoflajKH HpaKCKofi HeijrxH or OAO "Ha(j)xa Mockbe" KOMnaHHH 
"Bayoil" 6yflyr’ aepKajibHO oxpajKaxb ycjiOBHa KOHxpaKxa OAO "Ha^xa MocKsa" a 

"COMO", 3a HCKjHOHeHHeM poHU, H 6y;jyT aonoJiHHxeJibHo noaraepjKfleHbi 

flBycTopoHHHM obMeHOM xeaeKCOB. 

G-yBa>KeHHeM, 

H.O.r eH'epajibHOro' anpeicropa 
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BAYOIL 


TO; 

ATTN: 

Nafta, Moscow 

Mr. V.A. Bunin, General Director 

FAX: 

011-7095-244-2291 

FROM: 

David B. Chalmere, Jr. 

DATE: 

Deceber23, 1998 


Dear Sirs: 

Thank you for your letter dated December 1 8, 1998 outlining the eventual possibility of contracting for our 
accotmt 7' 10 million barrels for the present phase of the U.N. oil-for-food program. In addition, we would 
like to diank you for tiie efforts which have enabled us to reach this stage of our agreement and your letter 
reflects our imderstanding and we hope that we will be io a position very soon to indicate die quota to be 
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ORIGINAL , 

CONTRACT 


Moscow 


"19"’" February, 1999 


Between Joint Stock Company “Nafta Moskva”, Moscow, hereinafter referred to as 
"Sellers” and Messers. “Bayoil Supply & Trading Limited”, Nassau, Bahamas, 
hereinafter referred to as “Buyers" and agreed as follows: 

1 . Object of the Contract 

Sellers have sold and Buyers have bought F.O.B. Ceyhan and Mina Ai Bakr about 
7,000,000 barrels of Iraqi crude oil to be delivered in the frame of the s"* period of United 
Nations program “Oil for food” subject to actual contractual quantities under the 
Contracte between JSC "Nafta Moskva" and “SOMO”. 

2. Quantity 

About 2,000,000 barrels of Kirkuk Crude Oil ex Ceyhan and about 5,000,000 barrels 
of Basrah Light Crude Oil ex Mina AI Bakr of normal quality usually available at 
mentioned ports. 

3. Time of Delivery 

Deliveries are to be effected during March 1999 till 24 May 1999. 

4. Destination 


Deliveries of mentioned quantities of Iraqi crude oil will be effected to North 
America/Europe. However, the actual port of destination shall be agreed between 
Parties for each particular shipment subject to “SOMO” confirmation. 

S. Price 


a) Official selling price of “SOMO” for Kirkuk crude oil ex Ceyhan for corresponding 
destination effective for month of delivery plus U.S. Dollars 0.03 per net U.S. Barret. In 
case A.P.I. escalation/de-escalation is used by “SOMO” the same will also be applied. 

b) Official selling price of “SOMO” for Basrah Light crude oil ex Mina AL Bakr for 
corresponding destination with A.P.I. escalation/de-escalation effective for month of 
delivery plus U.S. Dollars 0.03 per net U.S. barrel. 

c) The final unit price for Kirkuk and Basrah Light crude oils shall be rounded off to 
three {3) decimal places to be increased to the next digit whenever the fourth decimal 
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6. Payment 

Payment to be effected on 30"’ day from Bill of Lading date (B/L date = day one) in U.S. 
Dollars without any offset, deduction or counterclaim by telegraphic transfer in two 
parts: 

1. Value of “SOMO” invoice at official selling price to "Banque Nationale De Paris 
S.A., New York Branch, telex No. 6737018 per corresponding Letter of Credit. 

2. Balance amount (0.03 U.S. Dollars per net barrel of delivered crude oil) to be 
transferred to JSC "Nafta Moskva" account in the bank to be designated by Sellers. 
While effecting the transfer the details of payment should be quoted as "Commission 
fees under Agency Agreement dated 1 9"' February, 1 999". 

Payment shall be made upon presentation of Seller's invoice and usual shipping 
documents (including full set of properly issued or endorsed original Bills of Lading), or 
Seiler’s Letter of Indemnity, in format acceptable to Buyer, in lieu of missing documents 
(telex/fax of Invoice/LOl acceptable). 

If payment falls due on a Saturday or Bank Holiday other than Monday in the place 
where payment is to be made then payment shall be made on the last preceding 
banking day. 

If payment falls due on a Sunday or a Monday Bank Holiday in the place where 
payment is to be made then payment shall be made on next succeeding banking day. 

7. Opening of Letters of Credit in favor of United Nations and transfer of amount due to 
JSC "Nafta Moskva". Moscow 

Upon receipt of written instructions from Sellers, the Buyers shall open with 
indication in the point “by order of; JSC “Nafta Moskva", Moscow”, irrevocable and 
confirmed Letter of Credit in favor of United Nations according to format enclosed to 
the Contracts between JSC-“Nafta Moskva” and “SOMO" through the bank acceptable 
for Sellers and covering each shipment of crude oil. All expenses in connection with 
opening, confirmation and utilization of Letters of Credit including amendments are to 
be made at written request of Sellers for Buyers’ account. Any possible actions of 
Buyers relating to opening, utilization or amendments of Letter of Credit are subject to 
prior written consent of Sellers. Buyers’ Bank is obliged to send by fax to Sellers 
copies of opened Letters of Credit and their possible amendments. 

Sellers have the right to control the process of opening and utilization of Letters of 
Credit. 

8. Law and Jurisdiction 


Each Party bears full responsibility for proper fulfillment of their obligations under 
present Contract. 


All disputes or differences which may arise out of this Contract will be solved by 
Parties in an ^micable way. If an amicable way of settlement is not possible, all 
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disputes or differences which may arise out of or in connection with the present 
Contract shall be referred. Jurisdiction of ordinary courts being excluded, to arbitration. 

The arbitration shall be organized as follows; 

The Party which intends to submit the dispute or difference to arbitration shall notify 
the other Party by a registered letter stating the name, and surname of the arbitrator; 
who may be a citizen of any country, and his address as well as stating the subject of 
the dispute, the number and/or date of the Contract. The other Party must appoint their 
arbitrator within 30 days on receipt of such letter who may also be a citizen of any 
country. Informing the Party concerned also by a registered letter of his name, surname, 
and address. 

If the Party summoned to arbitration fails to appoint their arbitrator within the said 
period of time, an arbitrator shall be appointed by the Chamber of Commerce in 
Stockholm, Sweden for this Party at the request of the other Party. 

The appointment shall be made within 30 days on receipt of the appropriate 
application from the party which submitted the dispute to arbitration. 

Both arbitrators must appoint an umpire within 30 days after their appointment. 

If the arbitrators fail to appoint the umpire within the said period he shall be 
appointed by Chamber of Commerce in Stockholm at the request of any of the Parties. 

Seat of Arbitration shall be Stockholm, Sweden. English Language to be used. 

The award of the Arbitration shall be made by majority of votes on the basis of the 
terms and conditions of the present Contract and in conformity with the rules of law to 
be applied pursuant to the rule of conflict of laws of Sweden. The Arbitration may also 
additionally utilize generally accepted international trade customs. 

The award shall be motivated and indicate the composition of the Arbitration, the 
date and the place when and where the award was made and appointment of the 
arbitration expenses between the Parties. The Arbitration award shall be made within 2 
months from the date of election or appointment of the umpire and is final and binding 
for both parties. 

9. Other Conditions 


All other terms and conditions not mentioned above shall be in accordance with 
corresponding “SOMO” - JSC “Nafta Moskva”, Moscow contracts (to be sent to 
Buyers). 

The entire deal is done subject to "SOMO” confirmation. 

Demurrage, if any, will be paid only if “SOMO” accept it and upon receipt of the 
funds from “SOMO”, otherwise there will be no responsibility for demurrage from 
Sellers. If any other expenses arise in connection with fulfillment of the present 
Contract and they are not confirmed and paid by "SOMO” they will be for Buyers’ 
account. 


The present Contract corries into force from the date of it's signing. The validity of 
this Contract shail continue as long as corresponding Contracts between JSC “Nafta 
Moskva” and “SOMO” are valid and with regards to payment obiigations until their full 
completion. . / /2 
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10. Legal Addresses 

Sellers - Joint Stock Company “Nafta Moskva", the Russian Federation, 
BI121200 MOSCOW G-200 
32/34 Smolenskaya-Sennaya Sq., 

Mail Address: 


Russia, 109017 MOSCOW 
Bolshaya Ordynka st. 40/37, bld.1 

Cable: Nafta Moscow 
ATelex; 411148 

STetephone: 253-94-88, 253-94-89 
244-19-91, 230-26-79 

laFax: 244-22-91 

Buyers - Bayoil Supply & Trading Limited 

laP.O. Box CB12918, Nassau, BAHAMAS 

atelephone: 242-362-4731 
TsFax: 242-362-4733 

ATelex: 20644 


For JSC "Nafta Moskva” 



V. Boonin, General Director 


Yu. Poukhov, 

Deputy General director 



For "Bayoil Supply & Trading Limited 



David B. Chalmers, Jr. - President 



Witnessed and initialed by; 

Ludmil Dionissiev, Senior Adviser 
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ORIGINAL , 

CONTRACT 


Moscow 


"19'^' February, 1999 


Between Joint Stock Company “Nafta Moskva”, Moscow, hereinafter referred to Ss 
“Sellers” and Messers. “Bayoil Supply & Trading Limited”, Nassau, Bahamas, 
hereinafter referred to as “Buyers” and agreed as follows: 

1 ■ Object of the Contract 

Sellers have sold and Buyers have bought F.O.B. Ceyhan and Mina AI Bakr about 
7,000,000 barrels of Iraqi Crude oil to be delivered in the frame of the s"* period of United 
Nations program “Oil for food” subject to actual contractual quantities under the 
Contracts between JSC “Nafta Moskva” and “SOMO”. 

2. Quantity 

About 2,000,000 barrels of Kirkuk Crude Oil ex Ceyhan and about 5,000,000 barrels 
of Basrah Light Crude Oil ex Mina AI Bakr of normal quality usually available at 
mentioned ports. 

3. Time of Delivery 

Deliveries are to be effected during March 1999 till 24 May 1999. 

4. Destination 

Deliveries of mentioned quantities of Iraqi crude oil will be effected to North 
America/Europe. However, the actual port of destination shall be agreed between 
Parties for each particular shipment subject to "SOMO” confirmation. 

5. Price 

a) Official selling price of “SOMO” for Kirkuk crude oil ex Ceyhan for corresponding 
destination effective for month of delivery plus U.S. Dollars 0.03 per net U.S. Barrel. In 
case A.P.I. escalation/de-escalation is used by “SOMO" the same will also be applied. 

b) Official selling price of “SOMO” for Basrah Light crude oil ex Mina AL Bakr for 
corresponding destination with A.P.I. escalation/de-escalation effective for month of 
delivery plus U.S. Dollars 0.03 per net U.S. barrel. 

c) The final unit price for Kirkuk and Basrah Light crude oils shall be rounded off to 
three (3) decimal places to be increased to the next digit whenever the fourth decimal 
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6. Payment 

Payment to be effected on 30"' day from Bill of Lading date (B/L date = day one) in U.S. 
Dollars without any offset, deduction or counterclaith by telegraphic transfer in two 
parts: 

1. Value of “SOMO" Invoice at official selling price to “Banque Nationale De Paris 
S.A., New York Branch, telex No. 6737018 per corresponding Letter of Credit. 

2. Balance amount (0.03 U.S. Dollars per net barrel of delivered crude oil) to be 
transferred to JSC “Nafta Moskva” account in the bank to be designated by Seilers. 
While effecting the transfer the details of payment should be quoted as "Commission 
fees under Agency Agreement dated lO*" February, 1999". 

Payment shall be made upon presentation of Seller’s invoice and usual shipping 
documents (including full set of properly issued or endorsed original Bills of Lading), or 
Seller’s Letter of Indemnity, in format acceptable to Buyer, in lieu of missing documents 
(telex/fax of Invoice/LOl acceptable). 

if payment falls due on a Saturday or Bank Holiday other than Monday in the place 
where payment is to be made then payment shall be made on the last preceding 
banking day. 

If payment falls due on a Sunday or a Monday Bank Holiday in the place where 
payment is to be made then payment shall be made on next succeeding banking day. 

7. Opening of Letters of Credit in favor of United Nations and transfer of amount due to 
JSC ’’Nafta Moskva”, Moscow 


Upon receipt of written instructions from Sellers, the Buyers shall open with 
Indication in the point "by order of’: JSC “Nafta Moskva”, Moscow”, irrevocable and 
confirmed Letter of Credit in favor of United Nations according to format enclosed to 
the Contracts between JSC “Nafta Moskva" and “SOMO” through the bank acceptable 
for Sellers and covering each shipment of crude oil. All expenses in connection with 
opening, confirmation and utilization of Letters of Credit including amendments are to 
be made at written request of Sellers for Buyers’ account Any possible actions of 
Buyers relating to opening, utilization or amendments of Letter of Credit are subject to 
prior written consent of Sellers. Buyers’ Bank is obliged to send by fax to Sellers 
copies of opened Letters of Credit and their possible amendments. 

Seilers have the right to control the process of opening and utilization of Letters of 
Credit. 

8. Law and Jurisdiction 


Each Party bears full responsibility for proper fulfillment of their obligations under 
present Contract. 


All disputes or differences which may arise out of this Contract will be solved by 
Parties in an amicable way. If an amicable way of settlement is not possible, ail 



Page 2 

BAY09-01226 



303 


ORIGINAL I 

disputes or differences which may arise out of or in connection with the present 
Contract shall be referred, jurisdiction of ordinary courts being excluded, to arbitration. 

The arbitration shall be organized as follows: 

The Party which intends to submit the dispute or difference to arbitration shall notify 
the other Party by a registered letter stating the name, and surname of the arbitrator, 
who may be a citizen of any country, and his address as well as stating the subject of 
the dispute, the number and/or date of the Contract. The other Party must appoint their 
arbitrator within 30 days on receipt of such letter who may also be a citizen of any 
country, informing the Party concerned aiso by a registered letter of his name, surname, 
and address. 

If the Party summoned to arbitration fails to appoint their arbitrator within the said 
period of time, an arbitrator shall be appointed by the Chamber of Commerce in 
Stockholm, Sweden for this Party at the request of the other Party. 

The appointment shall be made within 30 days on receipt of the appropriate 
application from the party which submitted the dispute to arbitration. 

Both arbitrators must appoint an umpire within 30 days after their appointment. 

If the arbitrators fail to appoint the umpire within the said period he shall be 
appointed by Chamber of Commerce in Stockholm at the request of any of the Parties. 

Seat of Arbitration shall be Stockholm, Sweden. English Language to be used. 

The award of the Arbitration shall be made by majority of votes on the basis of the 
terms and conditions of the present Contract and in conformity with the rules of law to 
be applied pursuant to the rule of conflict of laws of Sweden. The Arbitration may also 
additionally utilize generally accepted international trade customs. 

The award shall be motivated and indicate the composition of the Arbitration, the 
date and the place when and where the award was made and appointment of the 
arbitration expenses between the Parties. The Arbitration award shall be made within 2 
months from the date of election or appointment of the umpire and is final and binding 
for both parties. 

9. Other Conditions 


All other terms and conditions not mentioned above shall be in accordance with 
corresponding "SOIVIO" - JSC “Nafta Moskva”, Moscow contracts (to be sent to 
Buyers). 


The entire deal is done subject to “SOMO" confirmation. 

Demurrage, if any, will be paid only if “SOMO” accept it and upon receipt of the 
funds from “SOMO”, otherwise there will be no responsibility for demurrage from 
Sellers. If any other expenses arise in connection with fulfillment of the present 
Contract and they are not confirmed and paid by “SOMO” they will be for Buyers' 
account. 


The present Contract comes into force from the date of it's signing. The validity of 
this Contract shall continue as long as corresponding Contracts between JSC "Nafta 
Moskva” and “SOMO” are valid and with regards to payment obligations until their full 
completion. , / 
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10. Legal Addresses 

Sellers - Joint Stock Company “Nafta Moskva”, the Russian Federation, 
EI121200 MOSCOW G-200 
32/34 Smolenskaya-Sennaya Sq., 

Mail Address: 


Russia, 109017 MOSCOW 
Bolshaya Ordynka st 40/37, bld.1 

Cable; Nafta Moscow 
i^Telex: 411148 

axelephone: 253-94-88, 253-94-89 
244-19-91, 230-26-79 

T®Fax: 244-22-91 

Buyers - Bayoii Supply & Trading Limited 

HP.O. BoxCB12918, Nassau, BAHAMAS 

STelephone: 242-362-4731 
VBFax: 242-362-4733 

i^Telex: 20644 


For JSC "Nafta Moskva" 



V. Boonin, General Director 


Yu. Poukhov, 

Deputy General Director 



For “Bavoil SuddIv & Trading Limited 



David B. Chalmers, Jr. - President 



Witnessed and Initialed by: 

Ludmil Dionissiev, Senior Adviser 
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I ORIGINAL I 

AGENCY AGREEMENT ~ 


Moscow 19 February, 1999 

This ^ency Agreement (Agreemeni”) is made on 19* February 1999 l^tween 

(1) “Bayoil Supply & Tilling Limited”, Nassau. Bahamas as principal C'the PiincipaF’) 
and 

(2) Joint Stock Compare “Nafta Moskva", Moscow, as the agent (‘‘the Agenf ). 

It is herdjy agreed as follows: 

1. Appointment of Agent. 

1.1 The Principal, upon amd subjet^ to the t^ios of this Agreement, her^y appoints die Agent as its agent for the 
purpose of stedying the marisiet and finding the supplier of erode oil at reasonable price. The Agent hereby 
accepts such appointment and agrees to act for and on behalf of the Principal. 

2. Duties of Agent 

2. 1 The A^t shall immediately noti^ the Principal of the name of the suRjIier, quantity of crude oil, port of 
loading qu^ty and price. 

3. Duties of Principal 

3.1 Upon first demand of the Agent, tbe Principal shall pay the amount of fee preliminary agreed by exchange o£ 
telexes or fexes between “Bayoil Supply & Tra^g Limit^” and JSC “Nafta Moskva”. 

4. Effectiveness and termination 

4.1 The present Agreement comes Into force fiom the date of its signing and is valid until tbe date of notification 
by one of the parties about termination of its validity. 

5. Miscellaneous 

5. 1 Eadi Party bears full responsibility for proper iulfillnient of their obligations under present Agreement 

5.2 All disputes or differences which may arise out of the Agreement, will be solved by parties in an amicable 
way. If an amicable way of settlemeru is not possible, these disputes and difference will be settled in the 
arbitr^on ortkr by the International Commercial Arbitration Court dt the Russian Federation Chamber of 
Commerce and Industry in Moscow, in conformity with the rules and procedures of this Court 

5.3 The award of this Arbitration Court shall be final and binding upon both parties concerned. Both parties agree 
that Russian Federation Law will be applicable to all disputes and difierences and that tbe arbitration clause shall 
be considered having legal force irrespective of the validity of the Agreement compon^t part of which it is. 

5.4. Any notices required or permitted under this Agreement shall be in writing and shall be sent to 
the register^ address of the Parties or delivered by telex or tax to the following numbers: 

Prindpa!- Telex 3771825 

Fax: ++l 713 224 8101 


Telex 411148 

Fax -++7 095 244 22 91 


BAY09.01218 
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[ORIG^l 

$. Legal Addresses 

Joint Stock Company “Nafia Moskva”, the Russian Federation, 

0121200 MOSCOW G-200 
32/34 Smolendaya-Sennaya Sq., 

Mall Address: 

Russia, 109017 MOSCOW 
Bolshaya Ordynka sL 40/37, bld.1 

Cable: Nafta Moscow 
#)TeIex: 411148 

STelephone: ++7095 253-94-88, 253-94-89 
++ 7095 244-19-91, 230-26-79 

i«Fax: 244-22-91 

Bayoil Supply & Trading Limited 

0P.O. Box CBI2918. Nassau. BAHAMAS 

STeiei^icme: ++1 242-362-4731 

ifiFax: ++1 242-362-4733 

ifeTelex; 20644 


For **Bavoil Supply & Trading Limited” For JSC “Nafta Moskva” 



BAY09-01219 
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TO; 

Mr. Vladimir V, Zhiiiniovsky 

The Chief of the LDPR’s Faction 

FAX: 

OU -7095-292-7961 

FROM: 

David B. Chalmere, Jr. 

DATE; 

December 17, 1998 


Dear Mr. Zhirinovsky: 

Today I have returned from a long business trip and I would like lo confirm chat everything on our side is 
un<ter control and tlwre is no change in our position. Ludmil Oiooissiev will call on Decemger 24, Igor 
Lebedev to confirm the details. You know that we ha\« succeeded to putNafta Moscow as a contracting 
party for your allocation. 

It would be very helpful for the execution of the s«:ond part ofourjob to receive from you onLc^head 
of IDPR, the following text. 

Quote 

To: Bayoil 

ATTN: David B. Chalmers, Jr. 

FAX; (713)224-8101 

Dear Sirs: 

We LDPR confirm that our Iraqi oU allocation of 7 million barrels is assigned to Bayoil. Wc will confirm 
to SOMO to contract this allocation with company designated by Bayoil. Upon receiving from you the 
agreed premium prior to January 8*. 1999. 

Signed, 

Mr. Vladimir V. Zhirinovsky 
Unquote 

We hope that we will be in a position to effect payment prior to year end but as there are holidays in U.S., 
Europe and Russian there may be some delays therefore January 8^ seems an appropriate date. 

This is a very important document to overcome the banking bureaucracy as well as to avoid any double 
contracting. 

Sincerely, 


David B, Chalmers, Jr. 


Permanent Subcommittee on Investigations 

PSI staff Rpt (VZ) - FN 76 


BAYOILUSA009397 




BArOIL 


Houston, 

February 24, 1999 

Via fax: on 7095 244 3300 

To: JSC Nafta Moscow 

Attn Mr. Yu. N. Poukhov, Deputy General Director 
Dear Yuri Nickolaevich, 

As discussed today over the phone I am sending you by fax the duly initialed and 
signed Contract and Agency agreement We shall keep it with us until tomorrow, so if 
you see any omissions or you need some additional correction we would be able to 
effect them and to courier by DHL to you latest Thursday. 

As far as your discussions with SOMO are concerned we would like to share with you 
some experience. T 

SOMO probably would want your view on pricing. This is absolutely normal as you 
were the only Russian contact for them in the past and you are the only company with 
historical experience presently in Russia. We would leave to you the crude oU price 
situations in Europe as we think you can easily work it out As far as the USA is 
concerned our view (shared with a lot of end users in USA) is: 

The O.S.P. formula price discount to W.T.L has increased since January to 
March from -$4.40^11 to -$4.00 WTI, thereby increasing cost by USD 0,40/1)arrel. 

During the same period freight rates have increased from 47.5 - 50.0 to 60 - 
62.5 which has increased cost by an additional U.S. S 0.25 - 0.30 / barrel. 

During the same period export volumes to North America have increased by 
about 4 shipments per month or 240 M barrels per day. 

Together these factors of a USD 0.65 - 0.75 per barrel increase in cost 
accompanied by increased competition for market share in North America has left 
little or no economic benefit to F.O.B. lifters. 

The additional fact that many Basrah light end users in North America have 
cut runs due to substantial'negative refinery margins, has resulted in less 
requirements for April delivery. 

- The combination of factors outlined above has led to great pressure 

on delivered value of Basrah light which has so far only been offset by refusal 
of Basrah shippers to sell below cost and instead increase floating storage stocks. 

BAY09-01296 


Permapcnt Subcommittee on Investigations 

PSIStaffRgt^^VZ^^^F^^ 


BAYOfL (USAi INC. 
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For the reasons outlined above, it is imperative that Nafta receive full flexibility with 
respect to lifting period and destination for the allocation being contracted for- and on 
behalf of Mr. Vladimir Volfovich, the LDPR. 

Enclosed you will And also a memorandum and suporting documents that we have 
recently sent to SOMO. 

You have already received our new revised lifting program. ITiere might be some 
strong arguments in Baghdad and we suggest your answer should be - that you are a 
service company of this contract and you are providing service to Mr. Zhirinovski, 
who is one of the greatest supporter of the Iraqi cause in the world. As SOMO 
recently increased the price of oil for March they have denied him of any benefit from 
March shipment 

Off the record you may say that this contract further on is marketed by Bayofl. This is 
under the agreement between Mr. Zhirinovski and Bayoil that you are not aware of. 
Intention is to lift all quantities for North America only, however, for reason of 
security and maximization of economic result for the LDPR a European option is 
.i^needed. The first vessel for Ceyhan is firmly fixed and is for destination North 
America. 

If you need to contact us you may ask SOMO. Hiey have a satellite connection and 
they offer it to their partners sometime upon request Otherwise I believe that the 
other place you can send a fax out of Baghdad conld be the Embassy of the Russian 
Federation. 

Please note as I told you over the phone today that you might be asked to contract 
some additional barrels on behalf of third country, Singapore or Bangladesh. We 
have informed the contract holders that "Nafta Moskva" may contract with SOMO 
the same way you do it for LPDB. If this is the case we shall increase the volume 
under our Contract only as the Agency Agreement is evergreen. The same applies for 
the additional barrels that have been requested by Vladimir Volfovich. This letter 
request is With you to be handed over to the Iraqi authorities. 

We would like to assure you that we have firm interest in any incremental barrels 
(different from the ones stated above) that you can obtain on your own and offer to us 
as separate contract. Prices and conditions we would agree upon. 

■ J 

Mr. David Chalmers and myself are wishing you and Vladislav safe and successful 
trip to Iraq. 



BAY09-01297 



Executive Director General 
State OU Marketing Organization 
Mr. Saddam Z.Hassan 
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Dear Sirs, 

We have been informed to contact you regarding the allocation of Mr. Vladimir 
Volfovich Zliirinovski. We understood that you have approved Nafta Moscow to 
contract 7,000,000 barrels of Iraqi crude oil for the fifth phase under the above 
mentioned allocation. 

We are pleased to work with SOMO again and thank you for your cooperation. 

In order to save time and expedite the shipping program we would appreciate a 
fax contract covering the following grades and quantity: 

5.000. 000 barrels of Basrah Light crude oil and 

2.000. 000 barrels of Kirkuk crude oil. 

Destination and pricing - North America/Europe. 

We are ready to nominate vessels for lifting of the whole contract in due time. 
Please confirm by return. 

Sincerely Yours, 

Nafta Moscow 


Pernpinent Subcommittee on Investigations 

PSIStaffRgt^VZ^--FN^ 
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.09 MflR '99 15:04 NftFTA MOSKVPl INTEfRCraJOE 2443:^ P.3/20 
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STATE OIL MARKETING ORGANIZATION 


CRUDE OIL SALES CONTRACT 


NO. M/05/50 






p.rmannit Siihrominiltei. on Investigations 
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09 mR '99 15=07 NftFTO MOSKVfi INTERCRUDE 2443300 P.15/20 

8. Payments to SELLER under Sub Article 5-5 and Sub Article 
6-7 of Section Two, and any other payments or awards under 
Article Thirteen of Section Two, are subject to the approval 
of the 661 Committee. 

9. This Contract shall be subject to SCR 986, SCR 1111, SCR 1143, 
SCR 1153, SCR 1210, the Procedures and the Memorandum of 
Understanding between the Secretariat of the United Nations 
and the Government of Iraq on the implementation of SCR 986 
(United Nations document S/1996/356, dated 20 May 1996). 

Other Terms and Conditions as per the standard SOMO General 
Conditions F.O.B. Crude Oil Sales Contract (Section Two). 

ARTICLE TEN 

ADDRESSES ; 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations 
and communications required above for the Overseers, on behalf of 
the 661 Committee, shall be effected at the addresses below:- 


FOR SELLER ; 

STATE OIL marketing ORGANIZATION 
P.O.BOX S118 
BAGHDAD - IRAQ 

TELEX: 212198 - 212199 SOMO IK 

TELEPHONE; 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX; 964-1-2853925 

FOR BUYER; 


JOINT STOCK COMPANY, "NAFTA MOSKVA* MOSCOW, 
40/37 BLDG. 1. BOLSHAYA ORDYNKA, 

MOSCOW 109017, RUSSIA. 


TELEPHONE 
SAT 
PAX 
TELEX 


7095 - 244-19-91, 7095 244-40-88 

7502 220-30-27 

7095 244-33-00 

411148 A, B,C NAFTA RU 


FOR OVERSEERS; 


UNITED NATIONS, NEW YORK, U.S.A 
FAX: 212 - 963 - 1628 


All Other terms and conditions as per F.O.B, crud oil contract 
(Section two) No. M/02/18 dated 12th day of August 1997. 

This Contract has been done and signed on the 2nd day of March 1999. 


FOR SELLER 

SADDAM Z. HASSAN 
EXECUTIVE DIRECTOR GENERAL 



10 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq 
Ministry of Oil 

State Oil Marketing Organization 
(State Corr^any) 


No.;KHl/2906 

Date; 08 Jumada 1, 1422 H 

Equivalent to 03/03/1999 


To: H.E. flie Oil Minister 
RE; Approval on Exported Cmde 

Based on the approval of the Vice-President of the republic, Mr. Taha Yassin Ramadan, as per the allocations’ statement of phase five, 
and following to our memorandum KHl/3690 dated 12/05/1998, a contract has been signed on 03/03/1999 with Nafta Moscow which 
was chosen by the Libera! Party of Russia (Zhirinovsky) for the supplemental quantity to their allocations for phase five as per the 
following terms; 

1 - Number of Contract: M/05/50 Date; 03/02/1999 

2- Name of Con^any Buyer; Nafta-Moscow 

3- Nationality: Russian 

4- Quantity: (7) million barrels 

5- Type of Crode Oil: Al-Basrah light 

6- Destination of Crude Oil: Europe and / or America 

7- Pricing Formula: As per the standard rate agree on between SOMO and the United Nations from time to time 

8- Period of Supply: Until 05/24/1999 

9- Estimated Value of Contract in Dollar: (70) million U.S. dollars based on an estimated rate of SlO/barrel 
For your review and approval, please. 


Regards, 



Saddam Zeben Hassan 
Executive Director 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 2434 
Date: 03/04/1999 


Oil Contracts 


[Miscellaneous signatures] 




03/06 

For the Approval of Minister 
I approve 

[Page footer} 

Arabic telex 5834 SOMO Telex 212I98/2I2199 

P.O. Box 5 1 18 Baghdad - Iraq Tel. 7742040 - 10 


Permanent Subcommittee on tpvestigations 
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BAYOIL 


TO: Nafta Moskva 

ATTN; Mr. Y. Pukhov 

FROM: David B. Chalmers, Jr./ Ludmil Dionissiev 

DATE: March 22. 1999 

RE; Additional Quantities - Basrah Light Crude Oil 


Dear Mr. Pukhov: 

Please send the following telex to Mr. Awni - Acting General Director of SOMO. 
Quote: 

With reference to the contract for the 7 Million barrels of Basrah light crude oil, the 
holder of the allocation has already sent the written request to the relevant Iraqi 
authorities for the increase of 1 Million barrels. 

Nafta Moskva was instructed accordingly to nominate for this additional volume. 
Subject your confirmation for this additional volume we are confirming lifting on 
board of already nominated and accepted vessel “ TBN” for April 26, 1999 to 
achieve logical size of cargo of 2,000,000 bbis. 

Unquote. 



Ludmil Dionissiev 


BAYOli. [USA| INC. 


909 TEWS AVE^ailTE20^TOUSTO»^<7700^l^^ 7 1 3 2?4 8 1 01 TlX: 377 1 825 

I Pc^'niaa cnt Sybcomniittee oa lav^tigations 

L^l staff Rpt (VZ) - FN 84 
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BAYOIL 


TO: JSC Nafta Moskva 

ATTN: Mr. Yu Poukhov, Deputy General Director 

FAX: 011 7095 244-2291 

Please forvk'ard following to S.O.M.O. 

QUOTE: 

TO: S.O.M.O. 

ATTN: Saddam Hassan 

CC: Mr. Awni/Shipping Dept 

TLX: 212198 

Date; March 29, 1999 

Re; 7 Million Allocaticm/TBN 26 April 1 Million Barrels 

As per our telex message March 22, 1999 regarding holder of allocations request to authorities to increase by 
1 million b^els, we have yet to receive a formal response. 

In this connection, we have made full efforts to cooperate with S.O.M.O. in meeting S.O.M.O. requests to 
move forward lifting dates early March/April from latw periods in May. This has resulted in a final lifting 
April 26 of only I million barrels representing only part shipment. 

We therefore, respectfully request S.O.M.O. make a resCTve for an allocation to complete a shipment on M/T 
GRAND LADY/SUB on April 26 or as early as April 20 and provide support to Nafta with relevant 
authorities to increase this allocation to complete a shipment. 

Thaik you for your return acceptance as soon as possible. 

UNQUOTE; 

Best regards, 

Bayoil Supply & Trading Limited 


BAYOU, SUPPLY S TKAEXnG liMlieO 
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9.42 AM 
OTflSAM 


Bayoil Supply & Trading, Ltd. 
Transaction Detail By Account 


Accruti Basis 


January 1995 through December 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

Spin 

/Unount 

Balance 

FineiKe Charges 









Oieck 

3«2/1993 

BC 

BANK CHARGES 

MARINE ATLMdTIC 

V-50030 

Cash in Ban,,. 

-1,905.00 

-1,905.00 

Oteck 

3/26/1999 

BC 

BANK CHARGES 

MARINE ATLATNIC-NAP... 

V-50030 

Cash in Ban... 

-1.085.00 

-2,990.00 

Oisck 

4fi!6/1999 

BC 

BANK CHARGES 

MARINE ATUUmC 

V-S0030 

Cash m Ban... 

-23.06 

-3,013.06 

General Journal 

4/27/1999 

be 

BANK CHARGES 

M/RJNE ATLANTIC 

V-50030 

46S/Pary>as ... 

-15.00 

-3,025.06 

Check 

4/27/1999 

pyml 

CARGO PAYME... 

MARINE ATUWnC-NAF... 

V-50030 

Cash in Ban... 

•19,W9.47 

-22,927.53 

C»isck 

4/27/1999 

WT 

JOINT STOCK C... 

MARINE ATUVmC 

V-50030 

Ca^ in Ban... 

-23-06 

-22.950.59 

Check 

4/27/1999 

pyrol 

CARGO PAYME... 

MARINE ATLANTIC 

V-50030 

Cash in Ban... 

-85.00 

-23.035.58 

Oieck 

4/27/1999 

PYMT 

C/kRGO PAYME... 

MARINE ATLANTIC 

V-500K) 

Cash in Ban... 

-85.00 

-23,120.59 

Oieck 

4/30/1999 

BC 

BANK CHARGES 

MARINE ATLANTTC-VAL... 

V-50030 

Ca^ in Ban... 

-15.00 

-23,135.59 

Oieck 

5/14/1999 

WT 

MARINE ATLAN... 

MARINE ATLANTIC 

V-50030 

Cash in Ban... 

-23.17 

-23,158.76 

Oieck 

5/71/1999 

LOI 

BANK CHARGES 

MARME ATlANTtC-VAL... 

V-50030 

Cash in Ban.,. 

-500.00 

-23,658.76 

D^xrslt 

S/21/1999 

RCPT 

CARGO RECetP... 

MARINE ATLNTIC 

V'50030 

Cash in Ban... 

-85.00 

-23.743.78 

Oieck 

5/21/1999 

LOI 

BANK CHARGES 

MARINE ATLAWTiC-AifO... 

V-50C30 

Cash In Ban... 

-500.00 

-24,243.76 

Oieck 

5/21/1999 

LOI 

BANK CHARGES 

MARINE ATLANTiC-FINA 

V'50030 

Ca^ In Ban... 

-500.00 

-24,743.76 

Deposit 

5/21/1999 

RCPT 

CARGO RECEIP... 

MAR»tE ATLANTIC 

V-50030 

Cash in Ban... 

•8S.OO 

•24,628.76 

O^MJSit 

S/2S/1999 

Ra»T 

CARGO RECEIP... 

MARINE ATLANTIC 

V-50030 

Cash in Ban.,. 

-85.00 

-24,913,76 

Qieck 

5/25/1999 

LOI 

BATM CHARGES 

MARINE ATLANTIC-VAL.. . 

V-S0030 

Cash in Ban... 

-500.00 

•25,413,76 

Deposit 

5/27/1999 

RCPT 

C/RGO RECEIP... 

MARINE ATLANTIC 

V-50030 

Cash In Ban... 

•85.00 

'25.498.76 

C^eck 

6/8/1999 

LOI 

BANK CHARGES 

MARINE ATLANTiC.CLA... 

V-50030 

Cash in Ban... 

-500.00 

-25,9W.76 

D^rosil 

6/25/1999 

RCPT 

CARGO RECeiP... 

MARINE ATLANTIC 

V-S0030 

Cash in Ban... 

•85.00 

-26,083,76 

Check 

10/18/1998 

WT 

MARINE ATLAN... 

MARINE ATLANTIC 

V-S0030 

Cash In Ban,.. 

■23.84 

-26,107.60 

TiM Finance Charges 






-26,107,60 

•26,107.60 

Agent Commissions 








Check 

12/24/1998 

WT 

UNITED MANAO... 

MARINE ATLANTIC 

V-50030 

Ca^-CAII... 

-331,445,43 

•331,445.43 

Total Agent Commissions 






•331,445.43 

-331,445.43 

Commissions • Russia 








Check 

4/27/1999 

WT 

JOINT STOCK C... 

MARINE ATLANTIC 

V'50030 

Cash in Ban... 

-58,490.37 

-58,490.37 

Totti Commissions - Russia 






-58,490.37 

-58,490.37 

Lightering Charges 








Check 

6/28/1999 

WT 

AMERICAN EAG... 

MARINE ATLMJTIC 

V-5CI030 

Cash in Ban... 

-370,979.17 

-370.979,17 

Deposit 

6/30/1999 

WT 

FiNA OIL CHEMl... 

MARINE ATLANTIC 

V-50030 

Cash In Ban... 

81,875.00 

-289,104,17 

Total Lightering Charges 






-289.104.17 

•289.104,17 

Total Cost of Sales 







-36,709,241.15 

■36.709,241,15 

Commissions 









General Journal 

3/11/1999 



MARINE PACIFIC 

V-50030 

Hedge Gain ... 

-20,400.00 

-20,400.00 

Genend Journal 

S/24/1999 



MARINE ATLANTIC 

V-50030 

Hedge Gain ... 

-27,075.00 

-47.475.00 

GenereJ Journal 

6/1/1999 



MARINE ATLANTIC 

V-50C30 

Hedge Gain .,. 

•1,458.60 

-48.933.60 

Total Commissions 







•48,933.60 

-48.933.60 

Hedge Gain /(Loss) 









Gsneral Journal 

3/11/1999 



MARINE PACIFIC 

V-50030 

-SPLIT- 

1.335,000.00 

1,335,000.00 

Genenil Journal 

3/11/1999 



MARINE PACIFIC 

V-50030 

Hedga Gain ... 

-1,225,000.00 

110.000.00 

General Jourttal 

5/24/1W9 



MARINE ATLANTIC 

V-S0030 

-SPLIT- 

•2,4CM.900.00 

■2.294^.00 

Oanerat Journal 

5/31/1999 

ddaje 



V.50030 

460/Paribas ... 

•88,050.00 

-2,352,950.00 

Gmeral Journal 

6/1/1999 



MMtlNE ATLANTIC 

V.50030 

•5PUT. 

•58,050.00 

•2,411.000.00 

General Jourrtal 

6/1/1999 

JJREV 


MARINE ATLANTIC 

V-50030 

460/Paribas ... 

58,050.00 

•2,362.950.00 

ToM Hedge Gain /(Loss) 






-2,352.950.00 

•2,352 WO.OO 

IMerest income 









OeposH 

6/25/1999 

RCPT 

CARGO RECEIP... 

MARINE ATLANTIC 

V-50C130 

Cash in Ban... 

37,549.45 

37,549.45 


Total Interest Income 37,548.45 37,S«,45 


3W.144.29 395,144.29 


Permanent Subcommittee on InvcstigatioRS 

^PSIStaffRgt^VZ^^FN87_ 


Page 2 




323 


Iksiam 

67/18/04 


Bayotl Supply & Trading, Ltd. 
Transaction Detail By Account 


Accrual Basis 


January 1996 through December 2003 


Type 

Date 

Ham 

Nime 

Memo 

Class 

Split 

Amount 

Balance 

Pn^ht 









Chwk 

5/2&/1999 

WT 

N*T ARGCSJAUT 

ARGO ATHENA 

V-50034 

Cash in Ban... 

-2.312.810.W 

-2,312.810.08 

Total Freighl 







-2,312.810.09 

-2,312,810.09 

Demurrage 









Oepo^ 

7/7/1 99B 

RCPT 

VALERO MARKE... 

ARGOAThCNA 

V-S0034 

Cash In Ban... 

7.974,97 

7.974,97 

Check 

8/25/1989 


N«TARGCy4AUT 

ARGO ATHENA 

V-50C34 

Cash In Ban.., 

•78,225.47 

-70,250.50 

Deposit 

9/8/19^ 

vd 

CLARK REF^IKO 

ARGO ATHENA 

V-50034 

Cash in Ban... 

S.W7.55 

•64.592.95 

Ti^l DemutTtme 







-64,592,95 

-64.592 BS 

Finance Charges 









Check 

4/1/1999 

8CF 

a/^K CHARGES 

ARGO ATHENA 

V-S0(U4 

Cash in Ban... 

-168.77 

-168,77 

Check 

4/27/1W9 

WT 

JOINT STOCK C... 

MkGO ATHENA 

V-S0034 

Cash In Ban... 

-100.00 

•268.77 

Chw;k 

5/1(^1999 

WT 

JOINT STOCK C... 

ARGO ATHENA 

V-S0034 

Cash In Ban... 

-85.00 

■353.77 

Check 

5/10/1999 

PYAMT 

CARGO PAYME... 

ARGOATWNA 

V-50034 

Cash In Ban... 

-22.041.05 

•22394.82 

Check 

5/10/1999 

PYAMT 

CARGO PAYME... 

ARGOATt^NA 

V-S0034 

Cash in Ban... 

-85.00 

•22,479.82 

Check 

5/28/1999 

WT 

N+T ARGONAUT 

ARGOATt^NA 

V-50034 

Cash in Ban- 

-29,40 

-22.509,22 

Deposit 

6/4/1999 

RCPT 

CARGO RECEIP... 

ATHENA 

V-50034 

Cash in Ban- 

•85.00 

-22,594.22 

Check 

6/4/1999 

la 

BM4K CHARTS 

ARGO ATHENA. VALBRO 

V-50034 

Cash in Ban... 

•500.00 

-23.094.22 

Check 

6/7/1999 

loi 

BANK CHARGES 

ARGO ATHENA-VALERO 

V-S0D34 

Cash in Ban... 

-500.00 

•23.594.22 

Check 

8/9/1999 

WT 

SKAUGEN reTR_. 

MkGO ATHENA 

V.50034 

Cash in Ban... 

-22.85 

-23.817.07 

Check 

6«/19M 

WT 

GA KCHNEL 1... 

ARGO ATHENA 

V-S0034 

Cash in Ban... 

-22.85 

•23.639.92 

Check 

6/17/1999 

WT 

SUN PIPE LINE ... 

AR60AT>£NA 

V-S0034 

Cash in Ban... 

-22.52 

•23.6W.44 

Check 

6/24/1999 

LOt 

BANK CHARGES 

ARGO ATHENA-CLARK 

V-50034 

Cash in Ban... 

-500,00 

•24,162.44 

Check 

6/28/1999 

WT 

AMERICAN EAG... 

ARGO ATHENA 

V-S0034 

Cash in San.., 

-22.72 

-24.165.16 

OeposH 

7/9/1999 

RCPT 

CARGO RECE»>... 

ARGO ATHENA 

V'50034 

Cash in Ban... 

-85.00 

-24370,16 

Check 

7/13/1999 

WT 

CRAIG FBiKUJS... 

ARGO ATHENA 

V-50C34 

Cash in Ban... 

-21.96 

•24392.12 

Check 

7/19/1999 

PYMT 

CARGO PATME.. 

ARGO ATHENA 

V-50034 

Cash in Ban,.. 

-21.98 

-24.314.10 

Deposit 

7/19/1999 

RCPT 

CARGO RECEIP. . 

ARGO ATHENA 

V-S0034 

Cash in Ban... 

•85.00 

-24399.10 

Deposit 

7/19/1999 

RCPT 

CARGO RECEIP... 

ARGO ATHENA 

V-S0034 

Cash in Ban... 

-85.00 

-24,484.10 

Check 

7/20/1999 

toi 

BANK CHARGES 

a^oalherta 

V-50C34 

Cash in Ban... 

-500.00 

•24^.10 

Check 

7/21/1999 

WT 

SUN PIPE LINE ... 

ARGO ATHENA 

V-S0034 

Cash in Ban... 

-22.66 

•25,006.76 

Check 

8/25/1999 

wt 

N*T ARGONAUT 

ARGO ATHENA 

V-50034 

Cash in Ban... 

•22.67 

-25.029,43 

Check 

10/^1999 

WT 

yc BAYOIL (USA... 

ARGO ATHENA 

V-S0G34 

Cash in Ban... 

•23.23 

-25.K2.68 

Cheek 

11/23/1999 

LOI 

BANK CHARGES 

ARGO ATHENA 

V-50034 

Cash in Ban... 

•55.93 

-25,108.59 

Cheek 

11/23/1999 

LOI 

BANK CHARGES 

ARGO ATHENA 

V-S0034 

Cash in Ban.., 

-55.93 

-25,164.52 

Total Firtance Charges 






-25.164 52 

-K.164.52 

Agent Commissions 








Check 

12/24/1998 

wt 

UNITED MANAG... 

ARGO ATHENA 

V-50034 

Cash in Ben... 

-322,954.82 

-322,^.82 

Check 

12/24/1998 

WT 

UNITED MANAG... 

ARGO ATHENA 

V-S0034 

C8Sh-CAI1.„ 

•16,506.56 

-339,461.78 

Total Agent Commissions 






'339,461.76 

•339.461.78 

Commissions • Russia 








Check 

4/27/1999 

WT 

JOINT STOCK C... 

ARGO ATHENA 

V-50034 

Cash In Ban... 

•13.996.38 

-13396.3$ 

Check 

S/10/19S9 

WT 

JOINT STOCK C... 

ARGO ATHENA 

V-50034 

Cash in Ban.,. 

^5,908.64 

-59,905.02 

Total Commissions • Russia 






•59,905.02 

■69,906.02 

lightering Charges 








Check 

6/9/1999 

WT 

SKAUGEN PETR... 

ARGO ATHENA 

V-S0034 

Cash in Ban... 

-16,000 00 

•16,000.00 

Cheek 

6/38/1999 

WT 

AMERICAN EAG... 

ARGO ATHENA 

V-5003< 

Cash in Ban... 

-160,732.64 

•176,732.64 

Total Lightering Charges 






•176,732.64 

•176,732.64 

Total Cost or Sales 







-32,327,992.82 

•32327,992.82 

Bank Service Charges 








Deposit 

7/12/1999 

FID 

FIDUCIARY 06P... 

ARGO ATHENA 

V-S0034 

Cash in Ban... 

•1.192,73 

-1,192.73 

Total Bank Service Charges 






-1,192.73 

-1.192,73 

Commissions 









^leml Journal 

5/34/1999 



ARGO ATHENA 

V-S0034 

Hedge Gain ... 

-4,080.00 

-4,080.00 

Gwieral Journal 

5/31/1999 



ARGO ATHENA 

V-50034 

Hedge Oein ... 

-24,973.48 

-28.t»3.48 

Total Commissions 







•29,053.48 

-29,K3.48 

Hedge Gain r(lossi 









OMeral Journal 

S/24/1999 



ARGO ATHENA 

V-50034 

-SPLIT- 

•110,820.00 

•110,820.00 

General Joutrtai 

5/31/1999 

ddaje 



V-50034 

46C/Partbas ... 

1,839.300.00 

1,728,480.00 

General Jourrral 

5/31/1999 



ARGO ATHENA 

V-S0O34 

-SPLIT- 

1 ,484,970.00 

3.213,450.00 

General Journal 

5/31/1999 



ARGO ATHENA 

V-50034 

Hedge Gain ... 

-825,890.00 

2,387,560.00 

General Journal 

6ivmd 

JJREV 


ARGO ATHENA 

V-50034 

460/Paribas ... 

•1,839,300.00 

546.260.00 

Total Hedge Gain /(Loss) 






548,260.00 

548,260.00 
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Bayoif Supply & Tracing, Ltd. 

Transaction Detail By Account 


Accrual Baals 


January 199S throu^ December 2003 


Type 

Date 

Num 

Name 

Memo 

Ctaaa 

Spin 

Amount 

Balarvce 

FretoM 









Cheek 

6/2/1999 

WT 

WILSEA SHIPPI... 

DOCEFJC»«3 

V-50035 

Cash in Ben... 

-2.291.738.30 

-2.291.736G0 

Total Freight 







-2,291.736.30 

•2J!91.736.30 

Dwnunage 









C»teck 

9/23/1999 

WT 

WILSEASHiPPl... 

DOCEFJORD3 

V-S0035 

Cash In Ban... 

-39.336,57 

-35.336.57 

Total Demurrage 







•39,336.57 

-39.336.57 

Finance Charges 









ChKk 

4/1/1999 

be 

BANK CHARl^S 

DOCEFJOftD 

V-60035 

Cash in Ban... 

-168.77 

•168,77 

Check 

4/30/1999 

BC 

BANK CHARGES 

DOCEFJORO 

V-50035 

Cash In Ban.,. 

-22.88 

-191.65 

ChecOt 

S/4/1999 

BC 

8M4K CHARGES 

DOCEFJORO 

V-50035 

C»hinBan... 

•22.84 

•214.49 

Check 

5/7/1999 

PTMT 

CARGO PA'IME... 

DOCEFJORD 

V-50O35 

Cash in Ban... 

•16.370,37 

-16,584.86 

Check 

S/7/1999 

PYMT 

CARGO PA'rtite... 

DOCEFJORO 

V-S0035 

Cash In Ban... 

-45.00 

•18.«».86 

Check 

S/2/1999 

WT 

WILSEASHiPPl... 

DOCEFJORD 3 

V-S0(»5 

Cosh In Ban... 

•22.65 

-16,652.51 

Check 

6/4/1993 

LO! 

BANKCHMtGES 

DOC^JORD. FINA 

V-50035 

Cash in Ban... 

-500.00 

-17.1S2J1 

Check 

6/7/1 W9 

WT 

METROPCS-ITAN... 

DOCEFJORD 

V-50035 

Cash in Ban... 

-22.58 

•17.175.09 

DepoeM 

6n’/1»9 

RCPT 

CARGO f^CEIP... 

DOCEFJORD 

V-5003S 

Cash in Ban... 

-85.00 

-17460.09 

Check 

6/8/1993 

WT 

PETUAR 

DOCEFJORO 

V-S0035 

Cash In Ban.., 

-22.71 

-17482.80 

OeposH 

6/S/1999 

RCPT 

CARGO RECEIP... 

DOCEFJORD 

V-S0035 

Cash in Ban... 

-85.00 

-17,367.80 

Cheek 

6/15/1999 

WT 

METROPa.rrAN.,. 

DOCEFJORD 

V-S0a35 

Cash in Ban... 

•22.68 

.17.^.48 


6/1S/1999 

WT 

METROPOLITAN... 

DOCEFJORO 

V.S003S 

Cash in Ban... 

-22.68 

-17.413.16 

Check 

6/29/1999 

WT 

METROPOLITAN... 

DOCEFJORD 

V-5003S 

Cash-CAII... 

-16.13 

•17,42949 

Check 

6/29/1999 

WT 

PETMAR 

DOCEFJORD 

v-50035 

Cash In Ban... 

■22.54 

-17,451,83 

Check 

7/S/I M9 

LOI 

BANK CHARGES 

OOCEFJOftO-LYONOELL 

V-50035 

Cash in Ban... 

-500.00 

-17451.83 

Deposit 

7/9/1999 

RCPT 

CARGO RECEP... 

DOCEFJORO 

V-S0035 

Cash in Ban.,. 

-85.00 

-18,036.83 

Check 

9/23/1999 

WT 

WILSEA SHIPPI... 

DOCEFJORD 3 

V-50035 

Cash in Ban... 

-22.69 

-18.059.52 

Check 

11/3/1999 

BC 

BANK CHARGES 

DOCEFJORO 3 

V-S0035 

Cash In Ban... 

•56.74 

•18.116-28 

Check 

11/3/19M 

BC 

BANK CHARGES 

DOCEFJORD 3 

V-5003S 

Cash in Ban... 

•55.45 

■18,171.71 

Check 

11/3/1999 

BC 

BANK CHARGES 

DOCEFJORO 3 

V-S0035 

Cash in Ban... 

-55.44 

-18427.15 

Check 

11/4/1999 


BANK CHARGES 

DOCEFJORO 3 

V-SOOSS 

Cash in Ban... 

-56.39 

-18483.54 

C^eck 

11/4/1999 

BC 

BANK CHARGES 

DOCEFJORD 3 

V-50D35 

Cash in Ban... 

•56.39 

•18.339.93 

Check 

11/4/1999 

BC 

BANK CHARGES 

DOCEFJORO 3 

V-S0035 

Cash in Ban... 

-56.39 

-18.396.32 

Check 

11/4/1M9 

BC 

BANK CHARGES 

DOCEFJORO 3 

V-50035 

Cash in Barv... 

-56.39 

-18.452.71 

Total Finance Charges 






-18.452.71 

-18,452,71 

Agent Coinmisslorts 








Cheek 

12/24/1998 

WT 

UNITED MANAG... 

DOCEFJORO 3 

V-50035 

Cash-CAII.,. 

-252.047.61 

-262,047.61 

Check 

8/10/1999 

WT 

LONE STAR TA.. 

DOCEFJORO 

V-S0035 

Cash In Ban... 

-1,777.39 

-253.825.00 

Total Agent Commiseions 






'253,825.00 

-253425.00 

Commlasions - Russia 








Check 

4/27/1999 

WT 

JOINT STOCK C... 

DOCEFJORD 

V-50035 

Cash In Ban... 

-44.47S99 

-44,478.99 

Total Commissions • Russia 






-44.478 99 

•44.478.99 

Lightering Charges 








Check 

6/7/1999 

WT 

METROPOUTWJ... 

DOCEFJORO 

V-50035 

Cash in Ban... 

-110.250.00 

-110450.00 

Check 

6/1S/1999 

WT 

METROPOLITAN... 

DOCEFJORD 

V-50035 

Cash in Ban... 

-20,02100 

■130471,00 

Check 

6/1S/1999 

WT 

METROPOUTAN... 

DOCEFJORO 

V-50035 

Cash in Ban... 

-129,246,92 

•25941942 

Deposit 

6/15/1999 

RCPT 

SKALK3EN PETR... 

DOCEFJORD 

V.5003S 

Cash in Ban... 

91,629.63 

-167490.29 

Check 

6/28/1999 

WT 

AMERICAN EAO... 

DOCEFJORO 

V-50035 

Cash in Ban.,. 

-145.958.33 

•313, 648 62 

Check 

8/28/1999 

WT 

AMERICAN EAG... 

DOCEFJORO 

V-50035 

Cash In Ban... 

•16.000.00 

•32944842 

Check 

6/29/1999 

WT 

VetROPOLITAN.., 

DOCEFJORO 

V-50035 

Cesh-CAII... 

-5,490.79 

•335.33941 

Oepoeit 

8/19/1999 

WT 

PHILLIPS PETR... 

DOCEFJORO 

V-5003S 

Cash in Ban... 

40,638.89 

•294,700.52 

ToM Ughlering Charges 






-294,700.52 

•294,700,52 

Total Cost of Sales 







-30.305,714.64 

-30,305,714.54 

Bank Sarvica Charges 








Deposit 

7/14/1999 

FID 

FIOUCIARV OEP- 

DOCEFJORO 

V-50035 

Cash In Ben... 

•5D6.15 

-506.15 

Total Bank Service Charges 






-506.15 

•506.15 

Commissions 









General Journal 

S/24/1999 



DOCEFJORD 

V-50035 

Hedge Gain ... 

-4.080.00 

-4,080.00 

Gwteral Journal 

7/8/1999 



DOCEFJORO 

V-50035 

Hedge Gain ... 

-30,337.30 

-34,417.30 

Tottf Commissions 







-34.417.30 

•34,417.30 

Hedge Cain f(Losa) 









Gt^al Journal 

S/24/1 999 



OOCEFJORD 

V-50035 

-SPLIT- 

14,070.00 

14,070,00 

G«wal Journal 

S/31/1999 

ddaje 



V-50035 

46Q/Paribas ... 

1,790.470.00 

1.804,540.00 

General Journal 

6/1/1999 

JJREV 


DOCEFJORD 

V-50035 

460/Paribas ... 

-1,790,470.00 

14.070S0 

General Journal 

7/S/1999 



DOCEFJORD 

V-50035 

-SPLIT- 

1,428.940.00 

1.441,010,00 

General Journal 

7/8/1999 



DOCEFJORO 

V-5003S 

Hedge Gain ... 

•1,049.140.00 

391,870.00 


Tola! Hedge Gain /fl.oss) 391.870.00 331.870.00 
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Bayoil Supply & Trading, Ltd. 
Transaefion Detail By Account 




Jtocrual Bs«i( 



January 1^5 ttirou^ December 2003 




Type 

Date 

Num 

Name 

Memo 

Class 

Spilt 

Amount 

BalarKt 

Orou Salei 









Sale* • ^ Products 








D^iosH 

6/15/1999 


CARGO RECEIP.- 

SERGE FOi^ST 

V-50036 

Cash-CAll... 

7,349,889.12 

7,349B69.12 

Deposit 

6/16/1999 

RCPT 

CAfiGORECElP... 

BERGE FOiSST-PHiLU... 

V-S0036 

CoBh-CAl1... 

7,975,076.43 

1S.324B«5.9S 

Deposit 

7/12/1999 

RCPT 

CARGO RECEIP.- 

BERGEPCWEST 

V-60036 

Cash-CAJ 1... 

6,687,470J3 

22.212.43S.» 

Deposit 

7/16/1999 

RCPT 

aARGORECEIP... 

BERGE FCMIEST-CLMK 

V-50036 

Cash-CA1 1... 

6,966,584.41 

29,179.020.29 

Total Sates Oil Products 






29,179,020.29 

29,179.020.29 

Total Gross Sales 







29.179,020.29 

29.179.02029 

Cost of Sales 









Cnids Purchases 
Cm*ek 

5/17/1999 

PYMT 

CARGO PAYWE... 

BERGE FOREST-ALFA 

V-50036 

Cash-CAll... 

>20,007,400.00 

^0,007,400.00 

Ch«;k 

5/17/1999 

PYMT 

C/IRGO PAYME... 

BERGE FOREST-NAFTA 

V-S0036 

Cesh-CAII... 

-7,156,972.22 

•27,164,372.22 

Oaneral Journal 

5/31/1999 

ddaje 


Serge Forest 

V-50036 

Cargos in Irs .. 

27.218,640.00 

64,267.78 

General Journal 

6/1/1999 

JJRE6V 


KROE FOREST 

V'S0036 

Cargos in Ira... 

-27,218,640.00 

-27.164,37222 

Total Crude Purchase 






-27,164.372.22 

-27.16427222 

Interest 

Cttedi 

S/31/1999 

INT 

INTEREST CHA... 

BERGE FOREST 

V-50036 

Cash-C/V 1... 

-6.157,99 

-6,157.99 

Check 

6/1/1999 

LOAN 

PIXEOTEfWIAD... 

BERGE FOREST 

V-50036 

Cash-CAll... 

-67,224.87 

-73,38266 

Check 

6/14/1999 

LOAN 

FIXED TERM AD- 

BERGE FOREST 

V-S0036 

Cash-CAll... 

-3,314.20 

-78.697.06 

Check 

6/15/1999 

LOAN 

FIXED TERM AD.. 

BERGE FOREST 

V-5003S 

Cash-C/yi... 

-62,082,76 

-138,779,82 

Check 

7/12/1999 

LOAN 

nXED TERM AD... 

BERGE FOREST 

V-50036 

Cash-CA1 1... 

-51.610.51 

-190.390.33 

Check 

7/16/1999 

LOAN 

FIXED TERMAD... 

BERGE FOREST 

V-50035 

Cash-CA1 1... 

-3,488.19 

-193,878.52 

Total Intnest 







-133,878.52 

-193,878.52 

Inspection 

Check 

6/8/1999 

WT 

PETMAR 

BERGE FCnEST 

V.50036 

Cash-CAll... 

-9,925-00 

•9,925.00 

Check 

6/29/1999 

WT 

PETMAR 

BERGE FMEST 

V-50036 

Cash-CAll... 

-15,520.00 

-25,445.00 

Check 

12/24/1999 

WT 

INSPECTORATE... 

BERGE FCrfkEST 

V-50036 

Cash-CAll... 

•8,345.74 

-33,790.74 

Check 

10/24/2000 

1NSP 

OBC SH1PPWQ 1... 

BERGE FOREST 

V-S003S 

Cash-CAll... 

■662.50 

-34,453,24 

Total Inspection 







•34,453.24 

-34.453.24 

insurance 

Cheek 

6i?2/1999 

WT 

CRAIG FERGUS... 

BERGE FOREST 

V-50036 

Cash-CAll... 

'26,407.87 

•26,407.87 

Total insurance 







-26,407.87 

-26.407.87 

UC Charges 
Check 

4/7/1999 

LC 

UC CHARGES 

BERGE FtMEST 

V-50036 

Cash-CA1 1... 

-8,520.00 

-8,520.00 

Check 

4/7/1999 

LC 

UC CHARGES 

BERGE FOREST-ALFA 

V-50036 

Cash-CAll... 

-16.050.00 

•24270.00 

Total UC Charges 







-24,570.00 

-24,570,00 

Freight 

Check 

6/8/1999 

WT 

8ERGENSEN0.... 

BER(^ FOREST 

V-50036 

Cash-CAi1... 

-1.982.701G6 

•1282,701.36 

Total Ptaight 







-1,982.701.36 

■1,982,701.36 

Demurrage 

Deposit 

9/8/1999 

RCPT 

CLARK REFINING 

BERGE FOREST 

V-50036 

Cesh-CA) 1... 

6.257 59 

62S7.59 

Check 

1/6/2000 

WT 

SERGSNSEN 0.... 

BERGE FOREST 

V-50036 

Cash-C/UI... 

-78,860.21 

•72222-63 

Total Damurraga 







•72.622.62 

•72,622,62 

Pinattce Charges 
Cheek 

6/17/1^ 

PYMT 

CARGO PAYME... 

BRGE FOREST 

V-S0036 

Cash-CAll... 

•146.00 

-145.00 

Check 

6/17/1990 

PYMT 

CARGO PAYME... 

BRGE FOREST 

V-S0036 

Cash-CAJ 1... 

•155,11 

•300.11 

Cheek 

5/17/1999 

WT 

NAFTA MOSKVA 

BERGE FOREST 

V-50036 

Cash-CAll... 

•18.61 

•316.73 

Check 

6/17/1999 

PYMT 

CARGO PAYME... 

KRGE FOREST-NAFTA 

V-50C36 

Cash-CAll... 

•6,022.67 

•8,339.39 

Otack 

5/25/1999 

ac 

BANK CHARGES 

BERGE FOREST 

V-50036 

Cash-CAll... 

•16.66 

-8,358.05 

Cheek 

5/31/1999 

BC 

BANK CHARGES 

BERGE FOREST-SERVI... 

V.50038 

Cash - C/M 1... 

•49.85 

•8,40590 

Check 

6/8/1999 

WT 

PETMAR 

KR6E FOREST 

V-5003e 

Cash-CAll... 

•16.32 

•8,422.22 

Check 

6/8/1999 

WT 

SERGENSEN D.... 

BERGE FOREST 

V-50036 

Cash-CA1 1... 

-16.35 

•8,43857 

Check 

8/15/1999 

LOt 

BANK CHARGES 

BERGE FC«£STCLARK 

V-50036 

Cash-CAll... 

•625.00 

•9.063,67 

Check 

8/15/1999 

LOt 

BANK CHARGES 

BERGE FOREST-CLARK 

V-5003e 

Cash-CAll... 

-625.00 

•9,688.57 

Check 

6/15/1999 

LOI 

BANK CHARGES 

BERGE FOREST-PMILLI .. 

V-50036 

Cash-CAll... 

-625.00 

•10,313.87 

Check 

6/15/1999 

LOI 

BANK CHARGES 

BERGE FC«eST-MC«iL 

V-50036 

Cash-CAll... 

-625.00 

-10,938.57 

Check 

6/22/1999 

WT 

CRAIG FERCUS... 

BERGE FOREST 

V-S0036 

Cash-CAll... 

•16.19 

-10.954.78 

Check 

8/26/1999 

WT 

AMERICAN EAG... 

BERGE FOREST 

V-50036 

Cesh-CAII... 

-16.24 

-10,971,00 

Deposit 

7/12/1999 

RCPT 

CARGO RECEIP... 

BERGE FOREST 

V-50036 

Cash-CAll... 

-55 33 

-11,026.33 

Deposit 

7/16/1999 

RCPT 

CWtGORECeiP.., 

BERGE FOREST 

V-50036 

Cash-CAll... 

•214.41 

-11240.74 

OuKk 

1/6/2000 

WT 

6ERGBNSEN0... 

BERGE FOREST 

V^36 

Cash-CAll... 

•1615 

-11256.89 

Total FInsrvee Charges 

Agent Commissions 






-11.256.89 

-112S6.W 

C%eck 

12/24/1998 

v«t 

U^tiT£OMANAG... 

BERGE FOREST 

V-50036 

Cash ki Ban... 

-86,039.55 

•86,039.55 

Total Agent Commis«ons 






-86,039.55 

-86.0».S5 


Pag«1 
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ornmt 


BayoH Supply & Trading, Ltd. 

Transaction Detail By Account 


Accnial Basis 


January 1SSS through December 2003 


Type 

Date 

Num 

Name 

Mwno 

Class 

Split 

Amount 

Balance 

Agent Commissions 








ChMk 

12/24/1996 

wt 

I^ITEDMANAG... 

TIJUCA4 

V-60Q37 

Cash in Ban... 

-168,295.75 

•168295.75 

Total Agent Commissions 






-168,295.75 

-168295.1^ 

Commissions • Russia 








Cheek 

6/8/1999 

WT 

NAFTA MOSKVA 

TkAICA 

V-50037 

Bsnqus Pari... 

-29,699.25 

-29, ^.25 

Total Commissions " Russia 






•29,699.25 

•29,699.25 

Lightering Charges 








Check 

7/7/1999 

WT 

SKAUGEN PETR... 

TUUCA 

V-50037 

Banque Pari... 

-290,701 .39 

•290,701-39 

Total Lightering Charges 






-290.701.39 

-290,701 

Total Cost erf Sates 







-28.938, K5.3S 

-28,938,^.38 

Commissions 









GeneralJournal 

7/8/1999 



TtJOCA 

V-50037 

Hedge Gain ... 

-19.342.00 

•19.342.00 

Gerwal Journal 

7/9/1999 



TUUCA 

V.S0037 

Hedge Oaiit ... 

-509.00 

•19,851.00 

General Journal 

7/23/!999 



TUUCA 

V-$0037 

Hedge Gain ... 

-3.054.00 

•22205.00 

General Journal 

7/23/1999 



TUUCA 

V-50037 

Hedge Gain ... 

-S.497 20 

•28,40220 

Total Cwtmissions 







-28.402 20 

•28.40220 

Hedge Gain^Loss) 









General Journal 

5G1/1999 

ddaje 



V-50037 

460^rihas ... 

678.«30.00 

678.400.00 

General Journal 

6/1/1999 

JJREV 


TUUCA 

V-50037 

490/p3ribas ... 

-678,400.00 

0.00 

General Journal 

7/8/1999 



nAJCA 

V-50037 

-SPLIT- 

-350,650.00 

-350.650.00 

General Journal 

7^1999 



TUUCA 

V-50037 

Hedge Gain ... 

-2,787;J00.00 

-3.137250.00 

General Journal 

7/9/1999 



imCA 

V-60037 

-spur- 

-122500.00 

•3,260.450.00 

General Journal 

7/23/1999 



TUUCA 

V-50037 

-SPLIT- 

103,480.00 

-3,156,970.00 

General Journal 

7/23/1939 



TUUCA 

V-50037 

Hedge Gaitt ... 

•179.000.00 

•3,335,970.00 

Ttial Hedge Gain /(Loss) 






-3,335,970.00 

•3,335,970,00 

interest Income 









D^osH 

7/7/1 9W 

F!0 

FIDUCIARY DEP... 

TUUCA 

V-S0037 

Banque Pari... 

761.06 

761.06 


Total intOFMt Incomo 761.06 761.06 


TOTAL 839.6W.12 839.8W12 
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Statement of AHocations for the Phase Subsequent to Phase (7) 
(Million Barrels) 


06/14/2000 


No. 

Country 

Ailocations in 
Phase (6) 

Allocations in Phase 

(7) 

Allocations for 
the Phase 
Subsequent to 
Phase t7t 

Remarks 

• i- . 

.Russia • 

135 

34.6% • 

M5 

32.4% 

!37 

32.2% 



A- Regular 

Reaucsts 

118 


1005 


ill 




Zarubezhneft 

21 


20 


18 


Russian Ministry of Energy 


Machinoimport 

10 


10.5 


8 


Russian Ministry of Foreign 

Trade 


Zan Gas 

8 


6 


6 


Russian Ministry ofMachinery 


Alfa Eco 

13 


il 


12 


Front company for the Russian 
Ministry of Foreign Affairs 


Tyumen 

4 


3 


4 


Front company for the Russian 
Ministry of Foreign Affairs 


Mr. Issakov 

• 


- 


14 


The Russian Presidential 
Council 


Actec 

16 


14.5 


16 


Communist Party 


Tatneft 

9 


8 


6 


Taterstan Region 


Ba/hneft 



4 


3 


Bashkirstan Region 


Slavneft 

2 




5 


Government company (Mr. 
Gotzeriev) 


Gasprom 

6 


5 


5 


Government gas company 


Lukoil 

7 


4.5 




Western At-Oiranah contract 


Sireotnefteas 



3 


1 


Joint company 


Oil and Gas for 
Eastern Siberia 



1 




Joint company 


Rosneft 

5 


3 


3 


Government company 


Nafta Moscow 

5 


2 


4 


Joint company 


Onaco 

4 


3 


4 


Urenberg region (Mr. 

Zhinomirtin) 


Sidanco 

3 






Mr. Zhirinovsky before 


Transneft 

3 


2 


2 


Government oil transport 
company 











B- Special Requests 









Raomes 

4 — ^ 


1.5.., 


2n , 


Former Russian ambassador 


Mr. Zhirinovsky 

10 — r: 

3».,7 

«.5-~i: 






Mrs. Saji Omaiatov 

3 


2 ^ 

^14.5 


Sis. 



Mr. Shafrank 



!-5 / 



C^26 



Political Science 
Academy 



1.5/V 






Gobken University 
for Oil & Gas 



1.5" 






Mr. Sftoyev, head of 
Unity Russian 

Council 





y 




Nord West Group 







Mr. Tetrenco 


[TC: There is a hand-written note in Arabic that reads as foilows| 

To: The Executive Director of SOMO 

Wc have obtained the verbal approval of the president, may God protect him, as well as the verbal approval of the vice-president of the republic 
on the editorial comment on the Parliament’s meeting in the morning of 06/25/2000. 

Please lake the necessary measures for action 



06/26 


Permanent Subcommittee on Investigations 

PSI staff Rpt (VZ) - FN 88 


KHl + Kh2 SH 



06/26 
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Quantities of Crude Oil Allocated to the Russian Companies 


20053 

11/01/2000 


First: Crude Oil 


No. 

Country / Company 

Phase / Million Barrels 

Six 

Seven 

Eight 


Russia 

135 34.6% 

115 32.4% 

137 32.2% 


B- Special Requests 




21 

Mr. Zhirinovsky 

1,10 

6.5 

9 
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109017 Moccts, yiu Soaks» OpAunta, J(ou 40/37, crp. 1 
TcnentwM: Mocxit 
Tmckc: J 12$*9 
Tv4ok;253>94>I9 
TeneiJiiKC! Z44*22'9l - . , / 

-IV- isagr. M l 


Md. I , <0/37, Bol. Ortyiis ll., Mojcow, 109017 

Ci(bi«(: 

Telw: 41 Ji4* A, B, C. D. B, N*ft 
TeJcpbOBc: 253-W-W 
Telefax: 244-22-91 


Ha X a <yr 


To; BAYOJL SUPPLY & TRADING LTD. 

Atta: Mr, David B.Chftlmers, Jr 
Mr. Ltidmil Dionissiev 

A 

fax; 1-7I3-224-81-0I 

Re: Basrah Ughf in June 1999 subject to corresponding Contracts further to our 
fax 1321-423 of 2hOS.99. ; ^ , 

We are enclosing herewith "SOMO" telex answer S/7432 of 24.0S.99 
regarding your nomination of m/t ’'KRAKA*'/StJB to load abt 2000 MB by which they 
confirm loading date 5 June, 1999. Please urgently advise by return ftx your reply in 
order wc could inform "SOMO" accordingly. 


Re: Conclusion of Contracts. 

Since our representatives intend to leave Moscow for Baghdad on 27 May 
1 999 please urgently advise still today by return, fax whether necessary airangements 
are already made in order they could sign Contract with "SOMO", also Jdndly indicate 
alloca^ volumes and grades of crude oil.. After receiving this information Dorn you 
we shall prepare Addendum to existing Contract dated 19.02.99 between JSC "Nafla 
Moskva" and "Bayoil". 

Simultaneously please urgently contact us by phone in order to agree on price 
dause. Mentioned Addendum could be signed by both sides now by fax and the 
originals later on cither by sending them to "Bayoil" by DHL post or during next visit 
of your representatives to Moscow. 

Awaiting your urgent reply on all above. 

Enclosure; ) sheet. 

Best regards, 


O.Gubanov - Acting General Director 
Y.Poukhov - Deputy General Directo^ 



PSI staff Rpt (VZ) - FN 91 


BAY09-01412 
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31 MAY '39 18:0B NfiFTfi MOSKVA INTETiCRUDE 2443300 


P.3/20 


STATE OIL MARKETING ORGANIZATION 
CRUDE JQIL-SALES CONTRACT 


NO. M/06/ 0.5 


Permanent Subcommittee on Investigations 

PSmaffRg^V2;^FN^ 
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3, MQY >99 18=11 NflFTfl MOSKVA INTERCRUDE 2443300 

a. SasaenbB to SBIiER wider Sub article 5-S and Sub article 
6-7 o£ Section and any ether payasnfcs or aeards under 
Article mirtoEn oC Section 1140> are subject to the approval 
of the 861 Oasnittee. 

9. Biis Ckntract shall be subject to SCS %6, SOi IIU, SCR 1143, 
SOI 1153, SCR 1210, SCR 1242, the Kooedures and the 
ilentoendun of Ondecstanding between the Bearetaclat of the 
United Nations and the Qovernment ot Iraq on the toplanen- 
tatirai oC SCR 986 (Onlted nations ascunent 3/1996/356, dated 
20 May 1996). 


ARrrTC-t* "rRM 



In adUtion to the notices, declarations and other comunications 
required under Article Eburtean, notices, apptovale, dsclaratii^ 
and oomunicaticse required above tor the CVerseers, on behalf of 
the 661 QsiBittes, shall be effected at the addresses below:- 

TOR SEllRRi 

SnOB cm. HASKEX1N5 OiSANIZAnoN 
P.O.BOX 5113 
BAGHDAD - IRBP 

lELStS 212198 - 212199 9CM0 « 

TEIiBBBatlEt 964-1-2869561 

964-1-7742040 - 10 lines 
PAX: 964-1-2853925 

FOR SUaSR: 


oonsr STOCK oqmpahy, ■tuma wbskvr* kjscow, 

40/37 GLD3. 1. BDLSaAZA OKUNKA, 

Hoscoar 109017 , Russia. 

TEC J 7095 - 244 - 19-19 , 7095 244-40-80 
SAT s 7502 220-30-27 



. mac sxa— aii.nn 

lllllOLUiUiy 


NSW SRs:, n.s.A 
raxi 212 - 963 - 1628 

All other terms and oondltlcns as per P.O.B. crude oil 
contract (Section tMo) No. M/02/1S dated 12th day of August 1998. 

This oantract has been done and signed on the 30th day of May 1999. 



SABAH y. AKNI 

ACTIMC EXECOIXVE QniBCTQR GBIEBAI. 


10 


EOR BUXER 


VLADISLAV A. 
CKJDE OIL 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.;KHl/8207 

Ministry of Oil Date: 19 Safar, 1420 H 

State Oil Marketing Organization (State Corr^any) Equivalent to 06/03/1999 


To; H.E. the Oil Mmister 
RE: Approval on Exported Crude Oil 

Based on the allocations statement coupled with the approval of President Leader (may God protect him) as per die letter of the 
Presidency - Secretary no. 3080/K dated 05/27/1999 regarding the allocation of (10) ten million barrels to the company of the Liberal 
Democratic Party of Russia, please find below the details on the contract signed with Nafta Moscow Company on behalf of the 
aforesaid party: 

1- Number of Contract: M/06/25 dated 05/31/1999 

2- Name of Company Buyer: Nafta Moscow 

3- Nationality: Russian 

4- Quantity: (4) million barrels 

5- Tjqje of Crude Oil: Al-Basrah light FOB Al-Bakr terminal 

6- Destination of Crude Oil: Europe and / or America 

7- Pricing Formula: European and / or American markets depending on the need 

8- Period of Supply: Until 11/20/1999 

9- Estimated Value: (32.5) million U.S. dollars based on an estimated rate of $13/barrel 
For your review and approval, please. 


Regards. 



Saddam Zeben Hassan 
Executive Director 


[TC: there is a hand-written note in Arabic that reads] 

Please correct the numbers as per the telephone conversation. 



{Miscellaneous notes] 

Mr. Jalil 
KHl 

Follow instructions 

For the approval of mimster 



06/09 


(Page footer] 

Arabic telex 5834 SOMO 
P.O. Box 5 11 8 Baghdad - Iraq 


Permanent Subcommittee on Investigations 
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Telex 212198/212199 
Tel. 7742040-10 


Stamp 

Ministry of Oil/Office of the Minister 

No.: 677 

Date: 06/03/1999 


Contracts 
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In the NariK of God, Most Gracious, Most Merciful 

Republic of Iraq 
Ministry of Oil 

State Oil Marketing Organization 
(State Company) 


Stan^ 

Ministry of Oil/Office of the Minister 
No.: 6322 
Date: 06/08/1999 


No.:KHl/8465 
Date: 24 Safar, 1420 H 
Equivalent to 06/08/1999 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Following to our memorandum no. KHi/8207 dated 06/03/1999, and based on the allocations statement coupled with the approval of 
President Leader (may God protect him) as per the letter of the Presidency - Secretary no. 3080/K dated 05/27/1999 regarding the 
allocation of (10) ten million barrels to the company of the Liberal Democratic Party of Russia, please find below the details on the 
contract signed with Nafta Moscow Corr^any on behalf of the aforesaid party as a part of the above-mentioned quantity as follows: 

1- Number of Contract: M/06/25 dated 05/31/1999 

2- Name of Company Buyer; Nafta Moscow 

3- Nationality: Russian 

4- Quantity: (2.5) two million five hundred thousand barrels 

5- Type of Crude Oil: Al-Basrah light FOB Al-Bakr terminal 

6- Destination of Crude Oil: Europe and / or America 

7- Pricing Formula; European and / or American markets depending on the need 

8- Period of Supply; Until 1 1/20/1999 

9- Estimated Value: (32.5) million U.S. dollars based on an eslinratcd rate of $l3/barTe! 

For your review and approval, please. 


Regards, 



Saddam Zeben Plassan 
Executive Director 


[Misceiianeous signatures] 

For the approval of the minister 
I approve 



06/i0 



06/13 

[Page footer! 
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TO: 

IGOR LEBEDEV 

FAX: 

011-7095-442-1206 


011-7095-292-7724 

FROM: 

LUDMIL 

DATE; 

JUNE 30, 1999 


PLEASE FIND BELOW FOLLOWING DRAFT TEXT OF THE LETTER WE HAVE DISCUSSED 
TODAY. 

QUOTE 


WE CONFIRM THAT WE HAVE A COOPERATION WITH “NAFTA MOSKVA’*, MOSCOW AND 
HEREBY AUTHORISE NAFTA TO CONTRACT THE WHOLE REMAINING PART OF THE 
ALLOCATION WHICH, AT THIS MOMENT, TOTALS 7,500,000 BARRELS OF BASRAH UGHT 
CRUDE OIL. 

IN ADDmON TO THIS. WE CONFIRM THAT WE HAVE AUTHORISED NAFTA TO LEFf THE 
ALREADY AGREED 4,000,000 BARRELS OF BASRAH UGHT CRUDE OIL WITHIN THE 
PROGRAM DURING JULY 1999, 

AT THIS TIME. WE KEEP OUR RIGHTS TO ADVISF. YOU AT A LATER STAGE WHEN THE 
REMAINING 3,500,000 BARRELS OF BASRAH LIGH T CRUDE OIL WILL BE LIFTED BY NAFTA. 


UNQUOTE 


Permanent Subcommittee on Investigations I 

PSI staff Rpt (VZ) - FN 97 I 


USA 7‘ioa. 
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IH (iOSKVB INTERCRUDE 2443300 


P.2T2 


ADDEI«)UM NO. 1 CONTRACT 
NO. M/06/25 DATED 30™. IVlAY/1999 


state oil Marketing organization (somo) and joint 

STOCK COMTANY “NAFTA MOSKVA” - MOSCOW, AGREED THAT 


ARTICLE THREE (!) QUANTITY AND QUALITY IS AMEISDED TO 
READ AS FOLLOWS 


TYPE OF CRUDE 
BASRAH LIGHT 


QUANTITY PORT OF LOADING 

6.500,000 AL-BAKR 


ALL OTHER TERMS AND CONDITIONS SHALL REMAIN 
UNCHANGED 


DONE AND SIGNED ON THE DAY OF JULY 1999. 


FOR SELLER FOR BUYER 



.4.” - f . - , 

SABAH Y. AWNl YOURl N. PUKHOV E-S. TSATOUROV 

ACTfNQ executive 

DIRECTOR GENERAL VICE PRESIDENT DIRECTOR 


SOMO 
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In tiie Name of God, Most Gracious, Most Merciful 

Republic of Iraq 
Ministry ofOii 

State Oil Marketing Organization 
(State Company) 


Stamp 

Ministry of Oil/Office of the Minister 
No.; 7484 
Date; 07/05/1999 


No,: KHI/1004i 
Date: 22 Rabi’ I, 1420 H 
Equivalent to 07/05/1999 


To: H.E. the Oil Minister 

Rfi: Approval on Exported Crude Oil Contracts 

Following to our memorandum no. KHl/8465 dated 06/08/1999, and based on the allocations statement for phase six, which was 
approved as per the letter of the Presidency - Secretary no. 3080/K dated 05/27/1999 regarding the allocation of (10) ten million barrels to 
the company of The Liberal Democratic Parly of Russian (Zhirinovsky), please find below the details of the addendum of the contract 
signed with Nafta Moscow Company on 07/02/1999 on behalf of the aforesaid party, as another part of the quantity subject matter. 
Therefore, the quantity of (3.5) million barrels, which they requested later on, remains; 

1- Number of Contract: M/06/25 date: 0;/31/1999 

2- Name of Company Buyer: Nafia Moscow (on behalf of Mr. Zhirinovsky) 

3- Nationality: Russian 

4- Quantity: It has been modified ftom(2-5) two-and-a-half million to (6.5) six million five hundred thousand barrels 

5- Tyiie of Crude Oil: Al-Basrah light crude oil FOB Al-Bakr terminal 

6- Destination of Crude Oil: Europe and / or America 

7- Pricing Formula: As agreed on between Oil Marketing Company and the oil overseers 

8- Period of Supply: Until 11/20/1999 

9- Estimated Value: About (84.5) million dollars based on the rate of-S 13/barrel 
For your review and approval, please. 

Regards, 



Saddam Zeben Hassan 
Executive Director 


IMiscellancous signatures] 


1 approve 



\ . '-•V: 

07/05 07/07 


For the approval of minister 
Office Copy 
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Kirkuk Al-Basrah 


- Contractual quantities through 07/12/1999 156 200 

- Quantities allocated and expected to be 
allocated 

- Zhirinovsky (Russia) - 3.5 


[This page has the following hand-written note in Arabic] 

To; H.E. the Oil Minister 

Please review the position of contractual party and the up-to-date allocation. 
Regards, 



Saddam Zeben Hassan 
07/12 


Permanent Subcommittee on Investigations 

PSIStaffRgt^VZ^-JFN^ 


Total 
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.15 JXJL '■99 15553 


mrift no^<^ intercruek: 9334906- 


JWtfT STOCK COWPAWr 



1090J7 MocKM,)ot. Bmhum OpanKict, floM 40/37, crp. I 
TcacrpuM: Mocsea Hfl<irr« 

TeMKC; 11264? 

Tt3r<$oH; 253-94-S? 

_ Taic<.iKs; 244,22-91 _ ^ 

•jro N o OT _ ^ ■■ 


bid. I, 40/37, Bol. Ord)^k< It., Moieow, 109017 
Cablcj; Moscow-Nafl 
Telex: 41 1 14* A. t, C, D, E, Nift 
Telephone: 253-94-89 
TclefBX! Z44-22.9I 


To :BAYOE. SUPPLY* TRADING LTD. 
Atta-'David B.Chalraers, Jr 
Lndtnil Diosissiev 

fax : l- 713 - 224 - 81 .«l 


Re: odtRtUmal volumes <f Basrah Light 

With reference to your fax measage of 13.07.99 and telephone conversation in the 
morning of 14.07.99 please be advised that yesterday we applied to ‘SOMO’ with 
request to sign by fex Addendum No. 2 to Contract M/06/2S of 30.05.99 for the 
increase of quantity up to 10000.000 bbis Basrah Light and to accept layday 15th 
August 1 999 for Uiting of abt 2000 mb of mentioned crude. 

By their telex 5/lOS4d of 15.07.99 “SOMO” gave only partial reply to our inquiiy and 
advised that there is no availabih'ty of Basrah Light during August. 

In ease we receive any additional infotmation from “SOMO” we shall pass it to you 
accordingJy. 


Best regards, 


Y.Poufchov 

Deputy General Director 



BAYO0-O1364 

I ! 

' 
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; , . ,-<NSMIT REPORT 

1399.07-15 13119 

713-2379349 

BRYOIU 713-224-0101 


ccw 

No. 

RaiDTE STRTION 

STRRT TIME 

DURATION 

PAGES 

RESULT 

USER 

ID 

REMARKS 

€20 

7 095 9334906 

07-lS 13*. le 

00’ 27 

01/01 

OK 




746021018Z 



BAYOIL 


TO: NAFTA MOSKVA 

FAX: 011 7095 933 49 06 or 244-22-91 

ATTN: Mr. O. Gubanov - Acting General Director 

Mr. Y. Poukhov - Deputy General Director 
FROM: David B. Chalmers, Jr., 

DATE:. July 15, 1999 


Dear Sirs; 


Thank you for your fax dated today. 

We understand SOMO answer as a silent confirmation of what the allocation 
holder told us, i.e. “the contract is increased to 10,000,000 barrels and crude oil 
grade will be Basrah Light only". 

Please request SOMO to confirm loading of Basrah Light crude oil of approx. 
2,000,000 barrels on September 10 and the remaining part of the contractual 
quantity up to the total volume of the contract on October 10. 

If, however, they find availability for loading in August we shall move back our 
October lifting for August 10-20. 


Sincerely Yours, 

Bayoil Supply S Trading 


Permanent Subcommittee on Investigations 

PSmaffRgt^VZ^^FNJ^ 
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01-JfiN-19a8 13:2s 


ADDENDUNtNO. (JJOTNTRACT 
NO. M/06/2S tiATED 30^ . MAY^lgM 

STATE OIL MAMCETHSGORGAMZATIONXSOMO) AND JOINT 

STOCK COMPANY “NAFTA MOSKVA” - MOSCOW, AGREED THAT 

1- ARTICLE TWO (2) Is AMENDED To READ ; 

THE ULTIMATE CONSUMER OF THE CRUDE OH, SOLD UNDER 
THE Am CONTRACT SHALL TO THED.S. AND/pR EUROPE FOR 

Basrah LIGHT, and Europe for iqrkuk crude oil. 

2 - ARTICLE THREE (1) QUANTTTY AND QUALITY IS AMENDED TO 
READ as FOLLOWS 


type OF CRUDE 

BASRAH LIGHT 
KIRKUK 


quantity 

SjSOO.OOO BBLS 
3,Soo,ooo DDLS 


PORTOFLOADING 

AL-BAKR 
: CEYHAN ■ 


all other terms and conditions Shall remain unchanged 

DONE AND SIGNED ON THE 31®^ Wy OF JULY 19». • 


FOR SELLER 


* 3 ^ 

SADDAM Z. HASSAN 
EXECUTIVE DIRECTOR CENERAI- 
SOMO 


OROR BUYER 





YCIURIN.PUICHOV * WVALUEkV 
DEPUTY GENERAL ACTING GENERAL 
DIRECTOR: : 1 DIRECTOR 
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In the Name of God, Most Gracious, Most Merciful 


Republic of Iraq No.; KH1/1I537 

Ministry of Oil Date: 08/01/1999 

State Oil Marketing Organization (State Company) 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 8681 
Date: 08/01/1999 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Following to our memorandum no. KHl/10041 dated 07/05/1999, and based on the allocations statement for phase six, which was 
approved as per the letter of the Presidency - Secretary no. 3038/K dated 05/27/1999 regarding the allocation of (10) ten million barrels to 
Mr. Zhirinovsky, please find below the details of addendum no. (2) of contract M/06/25 signed with Nafta Moscow Company on 
07/31/1999 on behalf of the aforesaid party: 

1- Number of Contract: Addendum no. (2) of contract M/06/25 dated 07/31/1999 

2- Name of Company Buyer: Nafta Moscow’ (on behalf of Mr. 2yiirinovsky) 

3- Nationality: Russian 

4- Quantity: It has been modified from (6.5) six million five hundred thousand barrels to (10) ten million barrels 

5- Type of Crude Oil: Kirkuk crude oil FOB Ceyhan terminal 

6- Destination of Crude Oil: Europe 

7- Pricing Formula; As agreed on between Oil Marketing Company and the oil overseers from time to tin^. 

8- Period of Supply: Until 1 1/20/1999 

9- Estimated Value: (59.5) million dollars based on an estimated rate of $ 1 7/barTe} 

For your review and approval, please. 

Regards, 


Saddam Zeben Hassan 
Executive Director 


(Miscellaneous signatures] 
I approve 



08/03 



08/04 


Office copy 


Telex 212198/212199 
Tel. 7742040- 10 
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10:08 AM Bayoil Supply & Trading, Ltd. 

07 I 16 KH Transaction Detail By Account 


Accrual Baals 


January 1995 through December 2003 


Type 

Date 

Hum 

Name 

Memo 

Clast 

Split 

Amourtt 

Balance 

Deposit 

8/11/1999 

RCPT 

CARGO RECEIP... 

EATON 

V-S0043 

Cash in Ban... 

-85.00 

•30,880.18 

Deposit 

8/13/1999 

RCPT 

CARGO RECEIP... 

EATON 

V-S0043 

Cash in Ban... 

-SS.OQ 

-30,985.18 

Check 

S/13/1999 

LCM 

BANK CHARGES 

EATOJJiilOBtt. 

V^0043 

Cash in Ban... 

-500.00 

•51,465.18 

Che^ 

e/i6/i»9 

LOI 

BANKCHM^GES 

EATON-VALERO 

V-S0043 

Cash in Ban... 

-500.00 

-31,965.18 

Deposit 

8/16/19^ 

repi 

CARGO RECEIP.., 

EATON 

V-SOtMS 

Cash in Ban,,, 

-65.00 

•32.060.18 

Check 

8/31/1999 

WT 

Ah^RICAN EAG... 

EATOt 

V-S0043 

Cash k> Brm... 

-22.91 

•32,073.09 

Cheek 

9/1/1999 

WT 

CRAIG FERGUS... 

EATOt 

V-50043 

Cash in Ban... 

-23.08 

-32,096.17 

Check 

11/23/1899 

La 

BANK CHARGES 

EATON 

V-50043 

Cash in Ban... 

-55.45 

•32,151.62 

CheiA 

11/23/ig» 

La 

BANK CK/^^S 

EATON 

V-S0043 

Cash in Ban... 

•55.45 

-32JKJ7.07 

Check 

11/23/1999 

La 

BANK CHARGES 

EATOJ 

V-50043 

Cash in Ban... 

-55.45 

-»,28242 

Check 

11/23/19W 

La 

BANK CHARTS 

EATON 

V-50043 

Cash in Bart... 

-55.45 

-32.317J7 

Check 

11/23/1999 

La 

BANK CHARGES 

EATON 

V-S0(M3 

Cash in Ban... 

•55.93 

•32,373.90 

Chock 

11/23/1899 

La 

BANK CHARGES 

EATON 

V-50043 

Cash in Ban... 

-55,93 

•32.429.83 

Check 

12^/1999 

WT 

RECOLA 

EATON 

V-S0043 

Cash in Ban... 

-21.87 

•32.451.TO 

Check 

1/5/2000 

WT 

LONE STAR TA... 

EATON 

V-50043 

Cash in Ban... 

-22.51 

•32,474.21 

Total Finance Charges 

Agent Commissions 






•32.474.21 

-32.474.21 

Check 

12/24/1998 

vd 

UNITED MANAG... 

EATON 2 

V-S0043 

Cash in Ban... 

■22,709.68 

-22,709.88 

Check 

6At1/1999 

WT 

PLASCO SHIPPl... 

EATON 

V-S0043 

Cash-CAtl... 

-384,174.92 

-406.684.80 

Check 

B/10/1999 

WT 

LONE STAR TA... 

EATOI 

V-S0043 

Cash in Ben... 

-24,327.99 

-431.212.79 

Check 

I/S/2000 

WT 

LONE STAR TA... 

EATON 

V.S0043 

Cash in Ban... 

-763.88 

-431,878.65 

Totei Agent Commissiotw 






•431,976.65 

-431,076.65 

Commissions • Russia 








Check 

7/7/1999 

WT 

NAFTA MOSKVA 

EATON 

V.S0043 

Cash in Ban... 

-71,803.20 

-71.60300 

Total Commissions - Russie 






•71,803.20 

-71,80300 

Ughtering Charges 









8/31/1999 

WT 

AMERICAN EAG... 

EATON 

V-SEKM3 

Cash In Ban... 

-485,109,72 

-485,109.72 

Check 

10/13/1999 

WT 

AMERICAN EAG... 

EATON 

V-S0043 

Banque Pari... 

16,000.00 

•469,109.72 

Tote! Lightering Charges 






•468,109.72 

-469,109.72 

Total Costed Sales 







-37.136.707A2 

•37.13S.707.K 

Bank Service Charges 








Oenerat Journal 

8/5/1999 

be 

BANK CHARGES 

EATON 

V-6Q043 

451/Paribas ... 

320.00 

320.00 

Total Bank Service Charges 






320.00 

320.00 

Commissions 









General Journal 

e/IS/1999 



EATON 

V-50043 

Hedge Gain ... 

-51,000.00 

41,000.00 

Genemi Journal 

8/10/1999 



EATON 

V-50043 

Hedge Osin 

-17,092.00 

•68, ^.00 

General Journal 

8/10/1^9 



EATON 

V.50043 

Hedge Gain ... 

-24,625.20 

•92.717.20 

Total Cwnmissions 







-92,717.20 

-92,71700 

Hedge Gain l(l,osa) 









Gmeral Journal 

6/18/1999 



EATON 

V-50043 

-SPLIT- 

-541,580.00 

•541,560.00 

General Journal 

8/10/1999 



EATON 

V-50043 

•SPLIT. 

-136.940.00 

477,500.00 

Gaiieml Journel 

8/10/1999 



EATON 

V-50043 

Hedge Gain ... 

■5,286.800.00 

4,964,300.00 

Total Hedge Gain /(Lom) 






4,954,300.00 

4,984,300.00 

TOTAt 







401,280.49 

401,28049 
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Bayoi! Supi^y & Trading, Ltd. 

mntiM Transaction Detail By Account 

AeoualSuls January 1S9Sthf<High December 2003 


Type 

Date 

Hum 

Name 

Memo 

Class 

Spilt 

Amount 

Balance 

Ptnanca Charges 
Check 

8/16/1996 

BC 

BANK CHARGES 

ASTRO GAMM 

V-50047 

Banque Pari... 

-17.32 

-1732 

Cheek 

8/20/1999 

WT 

NAPTA MOSKVA 

/^TFK> GAMMA 

V-50047 

^nque Perl... 

-17.54 

•34.86 

Che<A 

6/20/1^9 

PYMT 

CARGO PAYIy«,.. 

ASTRO GAMMA 

V-50M7 

Banqua Pari... 

-52.71 

■8757 

Check 

8/20/1999 

PTMT 

CARGO PAYME... 

ASTRO GAMMA-UN CH... 

V-50047 

Banque Pari... 

-35,674.75 

-35,762 32 

Check 

9/9/1999 

WT 

ASTRO TANKER- 

ASTRO GAMM 

V-50047 

Banque Pari... 

•20.45 

-35,782.77 

Che^ 

9/16/1999 

LO! 

BANK CHARGES 

ASTRO GAMVIA-CLARK 

V-S0047 

Banque l^ri... 

•»]0.0Q 

-36,282.77 

Depoatt 

S/16/1999 

RC3»T 

CARGO RECEIP.- 

ASTRO GAMMA 

V-50047 

Banque 

-500.00 

-36,782,77 

Depotil 

9/16/1999 

RCFT 

CARGORECEIP... 

ASTRO GAMiM 

V-50047 

Banque Pert... 

-70.53 

-36,853.30 

Check 

9/17/1999 

LOI 

BANK CHARGES 

ASTRO GAMMA-VALERO 

V-S0047 

Banque Pari... 

•570.00 

•37,423.30 

Check 

9/21/19^ 

WT 

SKAUGEN f«TR... 

ASTRO OAMI4A 

V-50047 

Banque Pari... 

-16.99 

•37,440 J9 

Check 

9/22/1999 

La 

BANK CHARGES 

ASTRO GAMMA-F1NA 

V-50047 

Barrqua Perl... 

■^70.00 

.3S,010J» 

Check 

9/24/1999 

La 

BANK CHARGES 

ASTRO GAM4A-VALERO 

V-50047 

Banque Peri... 

-570.00 

.38,$80.2e 

Deposit 

9/24/1999 

RCPT 

CARGO RECEIP... 

ASTRO GAMMA 

V'S0047 

Banque Pari... 

30.00 

•38,550,26 

Chwk 

11/8/1999 

WT 

ASTRO TANKER... 

ASTRO GAMMA 

V-50047 

Banque Pari... 

-20.25 

-38,5TO,54 

Total Finartcs Charges 

Agwtt Commissions 






-38.570,54 

•38,570-54 

Check 

5/26/1999 

wt 

PLASCOSHIPPk,. 

ASTRO GAMMA 

V-50047 

Cash-C/VI... 

-15.112,92 

•15.112.92 

Oieck 

7/23/1999 

WT 

FIASCO SHIPPt_. 

ASTO GAMMA 

V-50047 

Catdt-CA1 1... 

-306,119,42 

-321,232,34 

Chet^ 

1/5/2000 

WT 

LONE STAR TA... 

ASTO GAMMA 

V-S0047 

Cash In Ban... 

-100.00 

-321,332-34 

Total Agent Commissions 






•321,332.34 

421,332-34 

Commissions - Russia 








Check 

B/20/1999 

WT 

NAFTA MOSKVA 

ASTRO GAMMA 

V-50047 

Banque Pari... 

-56,688.06 

-56.888.06 

Total Commissions • Russia 






•56,688.06 

•56,688.06 

UgMerirtg Charges 








Check 

9/21/1999 

WT 

SKAUGEN PETR... 

ASTRO GAMMA 

V-S0047 

Banqua Pari... 

-185.562-50 

-185,562.50 

Deposit 

11/26/1999 

WT 

PINA OIL CHEMI.„ 

ASTRO GAMMA 

V-50047 

Banque Pari... 

47.734.36 

-137Jt28.14 

Total lightering Charges 






-137,828.14 

-137,828.14 

Total Cost of Sales 







-34.922,134.26 

-34.622.134.26 

Commissions 









Genera! Journal 

9/20/1999 



ASTRO GAMMA 

V-50047 

Hedge Gain ... 

-15,270.00 

•i5.2ro.oo 

Total Commissions 







-15,270.00 

-15,270,00 

Hedge Gain /(Loss) 









General Jourrral 

9/20/1999 



ASTRO GAMMA 

V-50047 

-SPUT. 

.3,359.740.00 

-3.359.740.00 


Total Hadgo Gain /^oss) -3,358,740.00 -3,350, 740.00 


total 1.m.702,O2 1.t77.7t2.02 


Pa9«2 
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1:11 m Bayoii Supply & Trading, Ltd. 

Transaction Detail By Account 

Aecntal tMl* January 1tN ttirough Dacambar 2M3 


Typa 

Date 

Num 

Name 

Memo 

Class 

Split 

Amount 

Balance 

OrauSaiaa 









Saiaa - OH l^oducta 








DapoaN 

10115/1999 

RCPT 

CARGO RECEIP... 

SEAOANCER-CROWN 

V>50053 

Cash in Ban... 

19, 490, 

18.«KI.336J6 

Totef SaiM • Ol Products 






19,490,336.55 

19,490,336/56 

Total Groas Sales 







19,490,336.55 

19,490,33656 

C«Ml«rSataa 









Cntcta Purchases 
Chaei; 

10/1S/19M 

PYMT 

CARGO PAYME... 

SEA DANCER 

V-S0053 

Cadt in Bm... 

.19.014,ro5.19 

.19.014,706.19 

Total Crude Purcdutses 






-19,014,705.19 

-19.014.706.19 

Inspection 

Chadc 

S/22/2000 

WT 

PETRAK 

SEA DANCER 

VJS0053 

Cash-WsH... 

-1,617.00 

'1,617.00 

Chock 

8G/2000 

INSP 

INSPECTORATE... 

SEA DANCER 

V-50053 

CmH In Ban... 

-1.378.21 

-2,066.21 

Total ktapectim 







-2,995.21 

-2,066.21 

InaurarKe 

C^ndt 

12/B/1999 

WT 

CRAIG FERGUS... 

SEA DANCER 

V'SOOsa 

Cash ir> Ban... 

-13.»S.99 

•13,56696 

Total Inst^ance 







-13.595.99 

-13.596 J6 

UC Charpes 
Check 

9/7/1999 

LC 

L/C CHARGES 

SEAOANCER 

v-50053 

Cash In Ban... 

■22,710.00 

•22.710.00 

Total L/C Charges 







-22,710.00 

•22.71090 

Freight 

Check 

9/24/1999 

WT 

tNTERSEAS TR... 

5EA0ANCER 

V-S0O53 

Cash in Ban... 

-243.«6.81 

•243,45691 

Total Freighl 







-243,456.81 

-243,456.11 

PinarKre Chergea 
Chacdc 

9/8/1999 

BC 

BANK CHARGES 

SEACANCER-LA; AMEND 

V-S0063 

Cash in Ban... 

•195.28 

•19696 

Ci¥Kk 

9^4/1999 

WT 

INTERSEAS TR... 

SEAOANCER 

V-S0053 

Cash In Ban... 

•22.79 

•21607 

<>eck 

10112/1999 

LC4 

BANK CHARGES 

8EADANCER.OROWN 

V-60063 

Cash In Ban- 

-585.00 

-803.07 

Check 

10/15/1996 

PYMT 

CARGO PAYME... 

SEAOANCER 

V-S0063 

Cash In Ban... 

-15,361.78 

'16,16493 

Check 

10/1S/1999 

fwr 

CARGO PAYME... 

SEAOANCER 

V-50053 

Cash In Ban... 

-85.00 

•16948.63 

Oteck 

10/18/1M9 

WT 

NAFTA MOSKVA 

SEAOANCER 

V-50063 

Cash In Bart... 

-27S5 

-16977.16 

Check 

1/7/2000 

WT 

INTERSEAS TR... 

SEAOANCER 

V-SOOS3 

Cash in Ban... 

-22.52 

•16966.ni 

Cbedc 

8/2/2000 

MSP 

WSPECTORATE... 

SEAOANCER 

V-90053 

Cash in Ban... 

-20.68 

.1692096 

Totad rinaitca Charges 

Agent Crmmta^ona 






•16.320S6 

•1692096 

Oieck 

6«1/1999 

WT 

PLASCOSHIPPi,.. 

SEAOANCER 

V-S00S3 

Cash-CAil,., 

•152,139.12 

.152.136.12 

Total Agent Comtnisaions 






.152,139.12 

.152.1».12 

Coamda^ons - Russia 








Owek 

10/18/1999 

WT 

NAFTA MOSKVA 

SEAOANCER 

V-S0053 

Cash In Ban... 

•26.848.08 

.26,648.06 

Total .Convniaalons - Russia 
MlacaBanaous Charges 






.26.848.08 

.2694808 

Chadt 

1/7/2000 

WT 

INTERSEAS TR... 

SEADANCER-COW EXPS 

V-SOOS3 

Cash In Ban... 

-2,328.06 

.2926.06 

Total Mtecelloneoue Charges 






-2.328.06 

.2,328.06 

Total Cost of Sales 







.19.495,096.82 

•19,495.06692 


■4.7tt.y 


Pagal 


TOTAL 
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13-43 PM Bayotl Supply & Trading, Ltd. 

97 / 1 V 04 Transaction Detail By Account 

Accrual Basic January 199S throusti Oeccmber 2003 


Typ* 

Data 

Num 

Name 

Memo 

Class 

Split 

Amount 

Balattca 

Demurrage 
G''"Rral Journal 

12/31/1^ 

ddaja 


Karatoa 

V-60054 

-SPLIT- 

•76.906.57 

•76,906.57 


1G1/2TO0 

WT 

CLARK REFINING 


V-50054 

Bartque Pari... 

1,405,55 

•75.601.02 

Ch.Tk 

2/4/2000 

WT 

ASTRO TANKER... 

KAROLH4E 

V-50054 

Banqufl Pari... 

-95,103.80 

-170, 604 J2 

Gei'eral Journal 

3/31/2000 

JeCk-10 

Reverse ddaje 

KarMine 

V-S00S4 

Esiitnaled C... 

76,906,57 

-93,69855 

To'Jit Damufraga 







-93,698.25 

•93.69855 

fmanca Charges 

Chfirk 

9/13/1999 

BC 

BANK CHARGES 

KATKIDNE 

V-50054 

Banque Pati... 

•16.91 

•16.91 

Chpck 

9/15/1999 

BC 

BANK CHARGES 

K/MIOLINE 

V-50054 

Banque Pari... 

-16.94 

-33.85 

Ci-ok 

9/16/1 M9 

BC 

BANK CHARGES 

KARfXINE 

V-50054 

Banque Pari... 

-171.00 

•204.85 

C' rk 

9/27/1999 

be 

BANK CHARGES 

KARIXINE 

V'S0a54 

Banque Pari... 

•17.08 

•221.93 

C'-rk 

10/22/1999 

WT 

NAFTA MOSKVA 

KAROL»fE 

V-S0054 

Banque ^ri... 

-17.60 

-239.53 

Cl -'-k 

10/22/1999 

PYMT 

CARGO PAYME... 

KAROLINE 

V-50054 

Banque Pari... 

-45,00 

-28453 

Check 

1022/1999 

PYMT 

CARGO PAYME... 

KAROLINE 

V-50054 

BaiHgue Pari... 

-45,82 

-330.35 

Checii 

10/22/1999 

PYMT 

CARGO PAYME... 

KAROUNE'UN CKR6S 

V-S0Q54 

Banque Pari,.. 

-6.392.(» 

-5,722,35 

Dct'nsll 

10/25/1999 

BC 

BANK CHARGES 

•CAROLINE 

V-S0054 

494/Parlba8 ... 

500.00 

•5,222.35 

Cl'.'ick 

11ffi/1M9 

WT 

VALERO MARKE... 

KARXINE 

V-5D054 

Cast) in Ban... 

-22,37 

-5.244.72 

Cl k 

11/12/1998 

Wt 

ASTRO TANKER... 

KAROLINE 

V-50054 

Banque Pari... 

-20,17 

•5,254.89 

D 'll 

11/16/1999 

RCPT 

CARGO RECEIP... 

KARC4.INE 

V-500$4 

Banque Pari... 

-570,11 

-5.835.W 

C' k 

11/16/1999 

LCM 

BANK CHARGES 

KAROLINE 

V-50054 

Banque Pari... 

-600.00 

-8.335,00 

C K 

11/18/1999 

BC 

BANK CHARGES 

KWkOLlNE-CLARK 

V-50064 

Banque Pari... 

-17.03 

•6.352.03 

Ct k 

11/18/1999 

L01 

B/»NK CH/tftGES 

KMCOUNE 

V-50064 

Banque Pari... 

-570.00 

•6.922.03 

D- -ol 

11/22/1999 

RCPT 

CARGO RECEIP... 

iCMtOLINE 

V-50054 

Banque Pari... 

-570.00 

-7,492.03 

C K 

11/23/1999 

WT 

ANTARES OIL S... 

KAROLINE 

V-500S4 

Banque Pari.,. 

-20,14 

-7,512.17 

c « 

11/23/1999 

WT 

MTL PETROLW... 

KAROUNE 

V-S0054 

Banque Pari... 

-16.93 

•7,529,10 

Cl K 

11/23/1999 

LOI 

BANK CHARGES 

KAROLINE-CLARK 

V-S00S4 

Banque Pari... 

-500.00 

-8.(«9.10 

C' k 

11/23/1999 

LOI 

B/V4K CHARGES 

KAROLINE-FINA 

V'500S4 

Banque Pari... 

•570.00 

-8,589.10 

C > 

1/14/2000 

WT 

ANTARES OILS... 

KAROLINE 

V-50054 

Banque Pari... 

-19.86 

•8,818.96 

■■■k 

2/4^000 

WT 

ASTRO TANKER... 

KAROLttiK 

V-50D54 

Banque Pari... 

-19.34 

•8,638.30 

Ti - il Finance Charges 

Af-rit Commissions 






-8,638.30 

•8,638.30 

Cl -nk 

6/21/1 993 

WT 

PLASCOSHlPPl... 

KAROLINE 

V-50054 

Cash-CAM... 

•42.342,33 

-12.342.33 

Cl M 

7/23/1993 

WT 

PLASCO SHIW»I.,. 

KAROLINE 

V.5O054 

Ca^-CAM... 

•157,67 

-42,500.00 

T'-- '1 Agent Commissions 

C -'missions 'Russia 






-42.500.00 

•42,500.00 

Cl k 

10/22/1999 

WT 

NAFTA MOSKVA 

KAROLINE 

V-S0054 

Banque Pari... 

-7.500.00 

-7,500.00 

T' • '1 Commissions • Russia 






-7,600.00 

-7,500.00 

L' ' ’ering Charges 








Cl k 

11/23/1999 

WT 

MTLPSTROLIN... 

KARCXINE 

V-50054 

Banque Pari... 

-234.881.00 

-234.861.00 

O' -sit 

1/14/2000 

WT 

FINA cm. CHEW... 

KAROLINE 

V-50054 

Banque Pari... 

16,791.67 

•318.069.33 

T' ' '1 LigMerlng Charges 






-218,069.33 

-218,069.33 

Tolfi' ■''■'St of Sales 

Com 'slons 







-43,641,729.99 

-43,841,72959 

G ral Journal 

10/22/1999 



KAROUNE 

V-50054 

Hedge Gain ... 

-3.$63.0D 

•3.SB3.00 

C" Journal 

10/26/1999 



KAROLINE 

V-S00S4 

Hedge Gain ... 

•1,018.00 

•4,581.00 

O ' '-'iM Journal 

10/26/1999 



KAROLINE 

V-500$4 

Hedge Gam ... 

•1,018.00 

•8,599.00 

G -1^ Journal 

10/28/1999 



karoline 

V-50054 

Hedge Gain ... 

■1.018.00 


G al Journal 

10/29/1999 



KARaiNE 

V-50054 

Hedge Gein ... 

•1,527,00 

-8,144.00 

G- 'Al Journal 

11/1/1999 



KAROLINE 

V-50054 

Hedge Gain ... 

•2S4.SO 

-8,396.50 

O 'atJoumal 

11/2/1699 



KAROLINE 

V-50054 

Hedge Gain ... 

-254.50 

•8,653.00 

G -'al Journal 

11/2/1999 



KAROLINE 

V-50054 

Hedge Gain ... 

•809.00 

-9,283.00 

G -lal Journal 

11/17/1999 



KAROLINE 

V-500S4 

Hedge Gain ... 

-24,835.60 

-34,097.60 

Toini -inmissions 
Hed' 'ialn/(u>ss} 







•34.097.80 

•34.097.60 

G ral Journal 

10/22/1999 



KAROLINE 

V-500S4 

-SPUT- 

220,000.00 

220.000.00 

0 -ral Journal 

10/26/1999 



KAROLINE 

V.50054 

-SPLIT- 

•98.520.00 

121,480.00 

G' "'Bl Journal 

10/28/1999 



KARLCK.If^ 

V-50054 

Hedge Gain ... 

61,000.00 

202,480.00 

C rai Journal 

10/28/1999 



karoline 

V-50054 

-SPLIT- 

64.000.00 

266,480.00 

C 'al Journal 

10/29/1999 



KAROLINE 

V-60054 

-SPLIT- 

-72,000.00 

194,480.00 

G it Journal 

11/1/1M9 



KAROLINE 

V-50054 

-SPLIT- 

-19,000.00 

175,4K).00 

C nl Journal 

11/2/1999 



KAROUNE 

V-50054 

-SPLIT- 

-27,50000 

147.980.00 

G 'nIJoumal 

11/2/1999 



KAROUNE 

V-50054 

-SPLIT- 

-4S.000.D0 

102,980.00 

G 'al Journal 

11/17/1999 



KAROUNE 

V-50054 

-SPUT- 

-1,977,260.00 

-1,874.280.00 

Terfa' ■••■igaGain/fLoss) 






-1,874,280.00 

-1,874.2M.OO 

TOTAL 







1,697,716.83 

1,697,716.63 


Page 2 
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io:» AM Bayoil Supply & Trading, Ltd. 

■orncflM Transaction Detail By Account 

AccnMl Basis January 1996 through C>ec«nb«r 2D03 


Tw>S 

Date 

Num 

Name 

Msmo 

Class 

Split 

iVnount 

tUiance 

Cross Salas 









Salas - Oil Products 








Oaposit 

9<'21/19M 

RCPT 

CARGO RECEIP... 

LEONtS'CRCWVN 

V-50057 

Cash < CA! 1... 

11,567,340.56 

11,867,340.56 

Chaok 

100/1999 

WT 

CROVWiTR«3E... 

LEONt 

V-50057 

Cash-CAJI... 

-65,455.66 

11,e0t.8».18 

Total SbIos - Oil Products 






11,501.555.18 

11.801,855.18 

ToW Gross Sales 







11,801.555.18 

11,801,856.18 

Costed Safes 









Cntda Purchases 
Chadc 

9/21/1999 

PYMT 

CARGO PA'iWe... 

LEOWS44AFTA 

V-500S7 

Cash-CA11... 

-11,056,590.03 

-11,056,590.03 

Tc^l Crude Pun:hases 






•11,056,590.03 

•11.0S6S90.Q3 

Inspection 

Check 

10/1/1999 

WT 

PETMAR 

LEONIS 

V-50057 

Cash-CAII... 

-1,650.00 

-1,650.00 

Check 

11/24/1999 

WT 

ANTARESOILS... 

LEOhHS 

V-50057 

Cssh-CAJ1... 

-3,315.00 

•4,965.00 

Check 

1/14/2000 

WT 

ANT ARES OU. S... 

LEONIS 

V-50057 

Cash-CAi1... 

-525.00 

-5.7901X) 

Tcdal Inspection 







•5,790.00 

-5.790.00 

Insurance 

Chack 

9/21/1999 

WT 

CRAJG FERGUS... 

LEONIS 

V-50057 

Cash-CAII... 

-5,016.70 

•6,016.70 

Check 

10/5/1999 

WT 

CROWN TRADE... 

LEONIS 

V-500S7 

Cash-CAII... 

-4.005.:^ 

-12.02S.OS 

Total Insurance 







-12.025.(K 

-12,025,05 

L/C Charges 
Check 

a/13/1999 

LC 

UC CHARGES 

LEONIA 

V.50057 

Cash-CAII... 

-14,875,00 

-14,875.00 

Total UC Charges 







-14,875,00 

-14,875.00 

PrrdgM 

Check 

9/13/1999 

WT 

FRATELLI O' AM... 

LEONIS 

V-S0057 

Cash-CAII... 

-412,071.98 

-412,071.98 

Total Fright 







•412,071,98 

-412.071.98 

Finance Charges 
ChKk 

a/24/199S 

be 

BANK CHARGES 

LEONIS 

V.S0057 

Cash in Ban... 

-249.40 

-249.40 

Check 

9/13/1399 

WT 

FRATELLI DAM... 

lEOMS 

v-soosr 

Cash-CA11.., 

•16.1$ 

-265.56 

Deposit 

9/21/1999 

RCPT 

OUtGO RECEIP... 

LEONIS-LOl 

v-50057 

Cash-CA! 1... 

-500.00 

-765,56 

Deposit 

9/21/1999 

RCPT 

CARGO RECEIP... 

LEONIS 

V-50057 

Cash-CA) 1... 

•55.86 

■821.42 

Check 

9/21/1999 

PYMT 

CARGO PAYME... 

LECWiS-BNPCOMM 

V-S005T 

Cash-CA1 1... 

-12,535.27 

•13,356.69 

Chedc 

9/21/1999 

PYMT 

CARGO PAYME... 

LEOMS-CAICHRGS 

V-50057 

Cash-CAII... 

-154.70 

•13,541.39 

Che<* 

9/21/1999 

WT 

NAFTA MOSKVA 

LEONIS 

V-50057 

Cash-CA1 1... 

•16.30 

-13.557.68 

Cheek 

9/21/1999 

WT 

CRAIG FERGUS... 

LECMIS 

V-50057 

Cash-CAII... 

-16,37 

-13,574.06 

Oteck 

10/1/1999 

WT 

PETMAR 

LEONIS 

V-50057 

Cash-CAII... 

•16,77 

-13,590.83 

Check 

IQ/S/1999 

WT 

CROWN TRADE... 

LEOhAS 

V-50057 

Cash-CAII... 

-16.79 

-13.607.62 

Tot^ Rnanee Charges 

Agent Commissions 






'13,607.62 

•13.607.62 


B/21/1999 

WT 

PLASCO SHIPPI... 

LEONIS 

V-500S7 

Cash-CAII... 

-101,343.63 

•101,343.63 

Check 

1/6/2000 

WT 

LONE STAR TA... 

LEONIS 

V^0057 

Cash In Ban... 

-5,351.58 

•106,596.21 

Total /^ent Commissions 

Commissions • Russia 






-106.695.21 

-106.68521 

Check 

9/21/1999 

WT 

NAFTA MOSKVA 

LEONIS 

V-50057 

Cash-CAII... 

■17.864,17 

•17,684.17 

Total Commisalons • Russia 






■17,864,17 

■17.684,17 

Total Cost ol Sales 







•11.639.539.06 

■11.839,S3».0e 

TOTAL 







162,31«.12 

162,316.13 


Psgtl 
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i;iam Bayoil Supply & Trading. Ud. 

ffmsM Transaction Detail By Account 

Accniai aarit January 1191 through Dacamber 2003 


ryp* 

Data 

Num 

Name 

Memo 

Class 

S|Mt 

Amowit 

BMsnea 

OroMSaiH 









Salta -OiiProduetB 








Otpoail 

11/1811990 

RCPT 

CARGO RECEIP.., 

STENA (X3NVOY 

V-S0060 

Banqua Pwl... 

38.570.^.81 

3897D9B691 

ToWSalM-OII Products 






38,570,395.81 

36970.39591 

Total Oraaa Saitc 







38.5h}.^.61 

38.SR).396.61 

CostofS^a 









CniOa Purchaata 
Chaok 

11/18/1999 

PYhrr 

CARGO PAYME... 

STENA CCN4VOY 

V-S0060 

Banqua Pari... 

•S7205.6(«.61 

-37205.666.81 

Total Crudt Purehaata 






-37.205.6^.61 

•37206.666.81 

htteratt 

Chack 

11/1Q/19S9 

iOWI 

FIXED TEIM AO... 

STENA CONWY 

V-S0060 

Bmqua Pari... 

■90391 

•90391 

CtMCk 

11/17/19M 

LOAN 

FIXED TERM AO... 

STENA CONVOY 

V-50060 

Banqua Pari... 

-1278.25 

-2.182.16 

Chack 

11/18/1999 

LOAN 

FIXED TEfUJ AO... 

STENA CONVOY 

V-S0060 

B«K^Pari... 

•186.05 

•2.370.21 

Total Meraat 







-2.370.21 

-2,37021 

Inapoctlon 

Chack 

11/23/1999 

WT 

/UITARES OIL S... 

STENA CONVOY 

V-50060 

Banqua Pari... 

-4.102.50 

-4,10290 

Otntrel Jourruil 

12/31/1999 

ddaja 


Stana Convoy 

V-S0060 

Demumige 

•8.987.09 

-13,089.59 

Chack 

1/7/2000 

WT 

ITS C/U.EB BRETT 

STENA CONVOY 

V-50060 

Banqua Pwl... 

-2.837.09 

•15926.68 

Chack 

1/14/2000 

WT 

ANT/UtESOILS.. 

STENA CONVOY 

V-50060 

Banqua Pari... 

■6,150.00 

-22.(m.68 

Oananri Journal 

3/31/2000 

JaOk-04 

Reverse dda^e 

Stana Conmir 

v-50oeo 

Ealimatad C... 

6967.06 

•13, (mM 

Total Inapa^ton 







•13989.59 

•13,aW.59 

inauranct 

Chack 

12/8/1909 

WT 

CRAIG FERGUS .. 

STENA CONVOY 

V-S0060 

Bartque Pari... 

-26,393.20 

•2699320 

Total biawanoa 







-26.393.20 

•M, 39320 

UC Chargaa 
Chack 

10/14/1999 

tc 

UC CHARGES 

STENA CONVOY 

V-S0060 

Banqua Pari... 

■61,127,00 

•61,127.00 

Total LfCChat^ 







■61.127.00 

-81.127.00 

FraigM 

Chack 

11/5/1999 

WT 

STENA BULKAB 

STENA CONVOY 

V-5006D 

Banqua Peri,,. 

-t, 030,205 

-1.03020699 

Total Freight 







-1.a30.2{S.89 

-1.830206.89 

Oamurrage 
Oanaral JcNjmaf 

12/31/1999 

ddaia 


Stana CocMiy 

V-50060 

-SPUT- 

-12,821.25 

•1292125 

Omk 

1/24/2000 

WT 

STENABULKJ^ 

STENA CONVOY 

V-S0060 

Banqua Pari... 

-12,62125 

•25,6Ct.90 

Owwral Journal 

3ni/H)00 

Ja<;k-04 

Reverse dilate 

Star* Comay 

V-50060 

Eatimatad C... 

12921.25 

-1292125 

ToM Damuiraga 







-1292126 

-129212S 

FInanca Chargaa 
Qwck 

10/29/1999 

LOI 

BANK CHARGES 

STENA CONVOY-OWN... 

V-S0060 

Banqua Part.., 

•570.00 

•5TO.OO 

Chadi 

11/S/1999 

WT 

STENA BULKAB 

STENA CONVOY 

V-S0060 

Bartqua Pari... 

•20.16 

-560.19 

ClMKk 

11/18/1999 

pwr 

CARGO PAYME... 

STENA CONVOY -UN C-. 

V-50060 

Banqua Pari... 

-29.764.53 

-30,354.69 

Chack 

11/18/1999 

PYur 

CARGO PAYME... 

STENA CONVOY-PARIB... 

V-50D60 

Banqua Pari... 

•12.356.40 

■42.71496 

Chack 

11/18/1999 

PYMT 

CARGO PAYME... 

STENA CONVOY-PARIB... 

V-50060 

Banqua Pari... 

-52.26 

■42,706.36 

Chack 

11/19/1999 

LOi 

BANK CHARGES 

STENA CONVOY-CRO... 

V-50060 

Banqua Pari... 

-570.00 

•43939.36 

Chack 

11/24/1999 

WT 

NAFTA MOSKVA 

STENA CONVOY 

V-50060 

Bartque Pari,,. 

•20.02 

•43266.37 

Chock 

120/1999 

WT 

CRAIG FERGUS... 

STENA CONVOY 

V-S0060 

Banqua Part.., 

•16.84 

■4327321 

Omc* 

1/7/2000 

WT 

ITS CALEB BRETT 

SIENA CONVOY 

V-90060 

Banqua Pari... 

-2025 

-43283.46 

Chack 

1/24/7000 

WT 

STENA BULK AS 

STENA CONVOY 

V-S0060 

Banqua Pwi... 

•19.46 

•43.41292 

Owck 

3/21/2000 

WT 

RABOBANK NED... 

STENA CONVOY 

V-50060 

Banqua Pari,.. 

-18.06 

•43,431.71 

am* 

4/13/2000 

BK 

BANK CHARGES 

STENA CONVOY 

V-50060 

Ban^Pari... 

•30.00 

•43.461.79 

Total FiRonca Chargaa 

Asaht Commlaaiona 






-43.461.78 

•43,461.78 

Otack 

7/23/1999 

WT 

PLASCOSHIPPI... 

STENA CONVOY 

V-S0060 

Cash-CAII... 

•223,722.91 

•223.72291 

Chack 

1(V2S/1999 

WT 

PLASCO SHIPPI... 

STENA CONVOY 

V-50060 

Caah-CAIt... 

-85,551.12 

-309274.03 

Total Aganf Commissksns 






-309,274.03 

•309274.03 

Cocnmisalona • Russia . 








Chack 

11/24/1^ 

WT 

NAFTA MOSKVA 

STENA CONVOY 

V-50060 

Banqua Pari... 

■54.577.77 

-54.577.77 

Total Commissions • Russia 






-54,577.77 

■54977,77 

UgMarlrtg Charges 








Chack 

3/21/2000 

WT 

RABOBANK NED... 

STENA CONVOY 

V-50060 

Banqua Pari... 

-16.720.22 

•16,72022 

Total UtFdwing Ortugas 






-16.72022 

-16,72022 

Total Cori of $1^ 







-38,775,706.76 

■38,775.706.75 

TOTAL 







•206911-14 

■906211-14 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.; KH2/15083 

Ministry of Oil Date: Jumada Al-Akhirah, 1420 H 

State Oil Marketing Organization (State Company) Equivalent to 10/05/1999 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 11388 
Date: 10/07/1999 


To: H.E. the Oil Minister 

RE; Additional Quantities in Phase Six 

All companies we do business with, and with whom we had the chance to meet or have a 
telephone conversation with their representatives lately, have shown the desire to obtain 
additional quantities during this phase. 

Enclosed is table no, (1) for the companies in phase six and the additional quantities they 
requested (which we received in the form of a written or verbal request). 

Enclosed, as well, is table no, (2) with the contractual and lifted quantities in the current phase 
and up to date. 

Please review and advice. 

Regards. 

Saddam Zeben Hassan 
Executive Director 

Enclosures: 


- (2) tables 

[TC: There is a hand-written note in Arabic that reads as follows] 

It is still under discussion waiting for the instructions of the vice-president of the republic... 
taking into consideration that the deputy prime minister endorsed the increase of (1) million 
barrels and (0.7) million barrels as indicated. 

10/07 


KH2 


Permanent Subcommittee on Investigations 

PSI Staff Rpt (VZ) - FN 107 



I- Pasqua (1) million 
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Table no. (1) 


Country/Company 

Contractual 

Additional Quantity 

Remarks 


Quantity (million 

Requested (million 



barrels) 

barrels) 


!- Russia 

133 



A- Regular requests 




Zarubezhnefte 

19 

2 

It was given (1) million 
barrels from the reserve 
quantity for Russia 

Lukoil 

7 

Unspecified 


Machinoimport 

10 


Lifting the (4) million 
barrels remaining from the 
contract 

Rosnefte 

5 

_ 


Zangas 

8 

Unspecified 


Tatneft 

9 


It was given (1) million 
barrels from the reserve 
quantity for Russia 

Yuoos 

2 

Unspecified 


Slavneft 

2 

Unspecified 


Gasbrom 

6 

Unspecified 


Transneft 

3 

- 


Nafta Moscow 

4 

2-4 


Sidanco 

4 

- 


Onaco 

4 

- 


B- Soecial reauests 




Unity & Peace Party 

3 

- 


Zhirinovsky 

10 

0.5 


Communist Party 

16 



C- Regular reauests / 
Special 




Alfa Eco / Russian 

13 

Unspecified 

It was given (1) million 

Ministry of Foreign 



barrels from the reserve 

Affairs 



quantity for Russia 

Tyumen / Russian 
Ministry of Foreign 
Affairs 

4 



Raomes (the son of 
the ambassador) 

4 

10 



[There is a hand-written note in Arabic to the bottom that reads] 


The minister has modified the table 
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WED i2-:D SOMO. BAGHDAD 


FAX KO. OQ96412853925 ?, 2 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/07/90 


Pfrmancnl Siihcommitl fi' nn Investigalions 

PSIStaffRgt^VZ^,,^Fryj£^ 
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SOMC, BAGHBAD 


FAX NO. 093641285=925 P. 15 


8. Payments to SELLER under Sub Article 5-5 and Sub Article 
6-7 of Section Two, and any Other payinents or swards under 
Article Thirteen of Section Two, are subject to the approval 
of the 661 CoTixmi t tee , 

9. This Contract shall be subject to SCR 986, SCR 1111, SCR 1143 
SCR 1153, SCR 1210, SCR 1242, SCP 1281 the Procedures and the 
Memorandum of Understanding between the Secretariat of the 
United Nations and the Government of Iraq on the implemen- 
tation of SCR 986 (United Nations document S/1996/356, dated 
20 May 1996 ) . 


ADDRESSES ; 


ARTICLE TEN 


In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations 
and communications required above for the Overseers, on behalf of 
the 661 Committee, shall be effected at the addresses below;- 


FOR SELLER; 


STATE OIL MARKETING ORGANI2ATrON 
P.O.BOX 5118 
BAGHDAD - IRAQ 

TELEX; 212198 - 212199 SOMO IK 

TELEPHONE: 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX: 964-1-2853925 

FOR BUYER: 

TYUMEN OIL COMPANY (TNK) - MOSCOW 
107082, MOSCOW, 

BALAKIREVSKY PER., 19 
TEL j 7095-959-7146 
FAX : 7095-959-7421 

TLX s 485365 TNK RU 

FOR OVERSEERS : 

UNITED NATIONS, NEW YORK, U.S.A 
FAX*. 212 - 963 - 1628 

All Other terms and conditions as per F.O.B. crude oil 
contract (section two) No. m/04/47 dated 16th day of August 1998. 

This Contract has been done and signed on the 19th day of Jan. 2000 


KOR gF.TTFR 


SADDAM 2. HASSAN 
EXECUTIVE DIRECTOR GENERAL 



SERG£tr ALEXEEV 
DIRECTOR 


10 
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In the Name of God, Most Gracious, Most Merciful 


Republic of Iraq No.: KHl/1250 

Ministry of Oil Date: 01/22/2000 

Marketing Commission 

State Oil Marketing Organization (State Company) 


Stamp 

Ministry of Oil/Office of the Minister 

No.: 878 

Date: 01/22/2000 


To: The Honorable Minister of Oil 

RE: Exported Crude Oil Contracts Approval 


Based on the statement of allocations (private) for phase seven, please find below the details of the 
contract signed with the Russian company Tyumen on 01/19/2000 on behalf of the Liberal Democratic 
Party of Russia (Mr. Zhirinovsky): 

1- Contract No.: M/07/90 

2- Name of Company Buyer: Tyumen Russian - on behalf of Mr 

3- Nationality: Russian 

4- Quantity: (6, 5) six million five hundred thousand barrels 

5- Type of Crude Oil: Al-Basrah light 
6“ Destination: America / Europe 
7- Pricing formula: European / American quote for Al-Basrah light crude oil 
8“ Period of Supply: Up to 06/08/2000 

9- Estimated Value of contract in Dollar: (130) million U.S. dollars at the rate of $20 per barrel 
Please review and approve. 


dated 01/19/2000 
. Zhirinovsky 


Regards, 



'A 




Saddam Zeben Hassan 
Executive Manager 



01/23 


I approve 
[Signature] 

[Page footer] 

Arabic telex 5834 SOMO 
P.O. Box 5118 Baghdad - Iraq 


Telex 212198/21219S Permanent Subcommittee on Investigations 
Tel. 7742040 - 10 PSlStaffRgtfVZ^^^^FN^ 
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1:4«m 



BayoH Supply & Trading, Ltd. 







Transaction Detail By Account 




AcenHilMta 



Januaiy im litrough Okcaml^ 




T»pt 

Dot* 

Nuffl 

Nam# 

ktawo 

Ctaas 

apw 

Afflwtnt 

Biloihro 

CtnxnSfliM 









MM'OHPnxiueta 








DatKMlI 

3I1CV2000 

WT 

CARGO f^OEIP... 

OQLAR OUNOEE-EXXON 

V-50070 

Cochin Ban... 

S6.638.204.TO 

X.6X004.ra 

ToWSiriM'Oiif^ucte 






$6.S3SJ204.70 

X.6X004.X 

ToMOrouSalM 







S6,S3e;»}4.70 

XOX0O4.70 

Co«(«f SatM 









MfMMMChMges 

Omek 

3/11/2000 

WT 

SUMEO 

GOLAR DUNDEE 

V-50070 

CsohinSsn... 

-233.000.00 

-233.0X.X 

Oapoa 

3/30/2000 

WT 

SUMEO 

OOLAR DUNDEE 

V-S0070 

Cash In Ban... 

115,73251 

-117087.79 

ToW PipailtM Cha^jM 






•117567.79 

•117087.79 

CnNia IHirchaM* 
Chw* 

3«/2000 

pwr 

CARGO PAYME... 

OOLAR DUNDEE 

V-50070 

Cash in Bm... 

•S2,S06.557.$S 

-$20X067X 

T«M Cruda Purchasoc 






47.506.557.85 

-S20X067X 

InterMt 

Otacfc 

3W2000 

IhTT 

INTEREST CHA.. 

OOtAROU»E)EE 

V-50070 

Cash In Ban... 

-30,106.03 

^,1X.X 

CiMek 

ysnoco 

WT 

INTEREST CHA._ 

OOLAR DUNDEE 

V-50070 

Cash in Ban... 

-799.79 

-XOOS.82 

C(M«k 

3/107000 

WT 

INTEREST CNA... 

OOLAR DIWOEE 

V-50070 

Cash In Ban... 

-10,522.57 

-41,428.x 

Total InIwMt 







-41,428.^ 

-41.42IX 

inapoctton 

Cta»ck 

377/2000 

WT 

AKTARES OIL S... 

OOLAR DUNDEE 

V-50070 

Cash in Ban... 

•8.940.00 

•SOIOX 

OiMk 

377/2000 

WT 

AKTARESOILS... 

OOLAR DUNDEE 

V-50070 

Cash In Bsn... 

•5,340.00 

•140X.X 

Oonorai Jounwl 

371/2000 

JihCk.16 

AcenMl 

OalwOimctas(2) 

V-50070 

■SPUT- 

■0.30754 

-23X704 

Oonoraf Jounwl 

4707000 

J*0(-13 


OotafDundiiP) 

V-5007D 


•2,447.63 

•260X57 

Owok 

57/2000 

IN$P 

OM. WSPECnO... 

OOLAR OUNDa(2) 

V<50070 

Cash In Ban... 

-9,307.94 

•X04351 

Chw* 

S7S7000 

WT 

ns CALEB BRETT 

OOLAR DUNDEE 

V-5007D 

Cash>Wall.„ 

•2,447.63 

-37,791.14 

OmmniJotmai 

571/2000 

Js-Ck-1S 

Rsvorss Aocntal 

Qatar Ounds*(2) 

V-S0070 

Esllmatad C... 

11,75557 

-X0X57 

Total bwpactioii 







-26,035.57 

•26,0X57 

UCdwgett 

Chwk 

177/2000 

LC 

L/C CHARGES 

GOLAR OUNDEE-TNK 

V-50070 

Cash In Ban... 

-«S.38S.OO 

•xoxx 

Chock 

^STOQO 

L/C 

UC CHARGES 

OOLAR DUNDEE 

V-50070 

Cash In Ban... 

-1,22500 

-X.620X 

Total UCOwipN 







•56,620.00 

•66.620X 

PnIgM 

Chock 

3/77000 

WT 

OSPREY wwm... 

OOLAR DUNDEE 

V-50070 

Cash in Ban... 

-2,094063.97 

-2.09456357 

Total Frai(^ 







-2,094,063.97 

•2,004,06357 

Domurraflo 
OoMcal Jounwl 

3717000 

Jo-Cfc-16 

Aecrul 

OotarOundM(3) 

V-50070 

Inspaction 

-25064.37 

•2S0M07 

OononI Jownol 

4707000 

J*«k'12a 

Ravsroo Accrual 

Oolar dundoo<2) 

V-50070 

Estimalad C... 

21052.50 

-3,»157 

ChMk 

777000 

PYMT 

OSPREY MARm.- 

OOLAR OUNOEE7 

V-50070 

Caah InBan... 

-16006.88 

•X03B.75 

Owck 

77/2000 

PYMT 

OSPREYMARm... 

OOLAR DU»CCE-2 

V-50070 

Cash In Ban... 

•224.11 

•X.4CX 

Gonofol Jounwl 

7717000 

Jo^'IO 

RavwM AcenMl 

G.DuMtao-2 

V-50070 

EtiimatadC... 

16.306.88 

-4,1X.K 

Owwral Journal 

1271/2001 

Js-Ck-« 

Rcvorse AecrvMl 

e.Duncta*-2 

V-SOD70 

Eshmatad C... 

-12075.01 

-16,5X59 

Total Domurnga 







-180X99 

-16.SXX 

nnonea Chorgoa 

177000 

WT 

BAYVAN CONSU... 

OOLAR DUNDEE 

V-500TO 

Cash-CAII... 

•16.02 

•1652 

Chaek 

377000 

PYMT 

CARGO PAYME... 

OOLAR DUrCEE-LW C... 

V-5007D 

Caah in Ban... 

-42,16505 

•42.17107 

Chock 

377000 

PYUr 

CARGO PAYME... 

OOLAR DUNDEE 

V-50070 

CathkiBan... 

•85.x 

■420S607 

Chock 

37/3000 

WT 

OSPREY hWRm... 

OOLAR DUNDEE 

V-50D70 

Cash bi Ban... 

•20.73 

-42077X 

Chock 

377000 

LOI 

BANK CHARGES 

OOLAR DUNDEE 

V-50070 

Cash In Ban... 

-50O.X 

.42.mx 

Dipoolt 

3/1W2000 

RPT 

CARGO RECEIP... 

OOLAR DUNDEE 

V-50070 

Cash In Ban... 

•6S.X 

•42,862X 

Chock 

77/3000 

PYMT 

OSPREY MARm... 

OOLAR DUNDEE-2 

V-50070 

Cash In Ban... 

•21.x 

-42563X 

Totainiwnca Chwgo* 

Agon! CommloskKia 






•42083.x 

-42,I63X 

Chock 

17/2000 

WT 

BAYVAN CONSU... 

OOLAR DUNDEE 

V-S0070 

Cash - CAi 1... 

•620.000.x 

-620,00050 

Total Agon! Commisuono 

Comwliilona - Kuasta 






•620.0X.X 

-6X.OX50 

Chw:k 

377000 

WT 

CROWN TRADE- 

OOLAR DUNDEE 

V-50070 

Cash In Ban... 

•61015.x 

•5101SX 

Total Commicalooo • Rucoie 






-6101S.X 

-5101S.X 

Total Coot of Siloo 







05,592,70303 

■X,SX,703X 

Hodgo Coin l( Loss) 









Chock 

3/i5/:sx» 

¥«( 

CROWN TRADE... 

OOLAR OmOEE 

V-S0070 

Cash in Ban... 

523.0X.X 

-X3,(XI0.X 

Total Hodgo Gain /0-s*o) 






-e230X.X 

-923.0XX 

TOTAL 







122,501.17 

122,901.17 
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TO: David 

FROM: Jean 

DATE: 14-Mar-OO 

RE: tm "Golar Dundee” B/L 2.043,852 - 2/5/00 


David: 


Please find below numbers for Golar Dundee at the moment. I do no have all the bank statements to-date, 
however, the numbers below should be pretty accurate. 

Crown are urgently requesting we pay USD 923.000 to cover the hedge loss. I have also attached Crown’s 
Invoice for your review. Ail the hedging dates tie In vwlh the Swap Agreement you signed. 

Purchase from TNK; USD 52,506.557.00 (avg dtd brent Feb 21-25 less USD 2.20) “ 25.69 

Exxon Sate (1): 1,021.926 @ 27.488 (avg. dtd brent Feb 14-18 less USD 0.60) - USD 28,090,701,89 
Exxon Sale (2): 1,021,926 @ 27.935 (avg dtd brent Feb 21 - March 3 less USD 0.80) - USD 28,547,502.81 


Receipts; 


Payments 

Cargo 

UN Finance Charges 
Hedge Loss 
Freight 

Opening L/C Chaiges 
Pipeline Fees-Sumed 
Sumed Refund 
T.V.M. approx 
Finance Chrgs - approx 
TNK Comm 
Demurrage Approx 
Inspection Al Bakr 
Inspection Sumed 
insurance 

Russian Commission 
2,000,000 bbis @ 0.31 


56,638,204.00 


52,506,557.00 

42,156.13 

923.000. 00 
2,094,063.97 

65.395.00 

233.000. 00 
(103.418.18) 

40,000.00 

3,000.00 

61,315.56 

38.625.00 
8,940.00 
9.307.94 

32,229.30 

55.954.171.72 

620.000. 00 

56.574.171.72 


Total: 


$ 64.032.28 


PermapcDt Subcommittee on Investigations 

PSIStaffRgt^VZ^^FN^ 


SNT 011315 

SNT 011315 
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Bayoil Supply li Trading. Ltd. 
Transaction Detail By Account 

Omuify ItH through DMawnlMr 2003 



Dal* 

Hum 

Nam* 

M*iM 

Clasa 

SpNt 

Mnount 

Balartca 

Wu^tMon 

Omek 

3/27/2000 

WT 

/MTARESOLS... 

ST»4A CONGRESS 

V.S0D6S 

Sanqua P*rl... 

.14,620.00 

'14«».00 

Q«Mral Jottmai 

3/31/2000 

J*4:».0S 

Aeerual 

S. Congmaa/T) 

V.50068 

Account* Ra... 

.35.126.57 

.«.746.57 

OmmI Journal 

4/300000 

j*.aM» 

Rauaraa /U»ruai 

S. Con0raa*-7 

V.S0008 

Sataa-oep... 

4,965.00 

.44,76357 

Chack 

SA/2000 

MSP 

OIL wsrecno... 

$. CONGRESS 

v^soon 

Banqua Pul... 

.0,66533 

4456U0 

Qawaial Journal 

S01/2000 

J»^-14 

Ravaiaa /Lecnial 

S.Coagtaaa 2 

v.«ooas 

Salaa.OUP.„ 

9,685.33 

.44,76357 

Chaek 

S/20«XW 

mp 

/UtTAP^OiLS... 

S. CONGRESS 

V-500St 

Batapw Pari... 

.10,210.00 

4456357 

Oawaral Journal 

soooooo 

Ja^Oc-IO 

Ravaraa /tiocnwl 

S. Congraaa 2 

vsooea 

Sat**. OH P... 

7,733.40 

47560.17 

OanaialJoumai 

eoo/2000 

J*4:^27 

Aocnial 

S.CONIKtESS 

vsooea 

InspacHon 

.6,618.17 

43,67654 

Chock 

10/24/2000 

MSP 

06C SHIPPINO L.. 

S. CONGRESS 

vsooek 

Banqua Pari... 

.6,616.17 

40,486.51 

OaMraiJoumoi 

1001/2000 

J»Ck.27 

Rawama Accrue 

S. Cangraaa 

V.S0069 

inapaetioA 

6,618.17 

.057654 


T«4al Inaiwction 







-53.876.34 

4»57854 

imuranca 

Oaiwal JoumN 

3/31/2000 

JaC^^e 

Aeenial 

S. Conoraaa<2) 

V400e8 

AcoouRis Ra... 

•34.457.66 

44.467.M 

Qariaral JoumN 

6,000000 

J»Ck-19 

Accnial 

8. Congraa*>2 

V-5OO60 

SalM-OHP... 

-1,457.47 

•35518.15 

Total Inauranea 







•3S.91S.15 

•36515.16 

UCCIiaiga* 

CtMah 

2AOODO 

LC 

UC CHARGES 

STENA CON«£SS>TNK 

V-S0066 

Banqu* Perl.,. 

•28,161.00 

•2B.161.X 

Chach 

2J9C2000 

LC 

L/C CHARGES 

STENA C0N(»%S5-S0.. 

v-sooe9 

Banqua Part... 

•36590.00 

-64571.x 

Chach 

2/B/200D 

LC 

L/COIARGES 

STENA CONORESS-PO... 

V-50068 

Banqu* Part... 

4,517.00 

-e9568.X 

TeWUCCha/ga* 







•69586.00 

•60585.x 

MalsM 

Oanarai Journal 

301/2000 

Ja4:k49 

/tocrual 

S. Conaraaa(2) 

V-50068 

Accoui^ Ra... 

.1,977.081.78 

-1577X1.78 

Chaok 

4/7/2000 

rar 

STENABULKAB 

STENA CNOGResS(2) 

V40068 

Banqua Part... 

-1,977581.77 

-3.864,18356 

Oanarai Jourral 

4010000 

J»Ck46 

Ravaraa Accrual 

S. CongraM>2 

V-60069 

Satan- OH P... 

1.977.061.76 

-1.977.X1.r7 

ToWPraisM 







•1,977,081.77 

•1577, xi.r? 

Oamutraga 
Oanarai Journal 

301/2000 


Jteruat 

S. C<ingra*a<2} 

V-50069 

Account* Ra,.. 

-1».0».00 

•1X566X 

Oanarai JcKimN 

4000000 

Ja4lh46 

Raoaraa /denial 

S. Cenflraaa-2 

V-S0069 

Sain* - OH P... 

11,646.25 

•1475X.7S 

Total OanMirraga 







-147506.75 

•1475X.75 

nnanca l^wrgat 
Chaek 

208/2000 

WT 

SUMEO 

ST0tACON(»ESS 

V-50069 

Banqu* Pari... 

-18.83 

-1853 

Chaek 

3000000 

PYUT 

CARGO PATkC... 

STENA CONGRESS 

V-S0066 

Banqu* Pari... 

.2,160.00 

-2,17853 

Chacsk 

3000000 

PVI4T 

CARGO PAYME... 

STENA CONGRESS 

V-S0066 

Ban^Part... 

-45.00 

•252353 

Chaek 

3000000 

PYlifT 

CARGO PAYME... 

ST0IA CONGRESS 

V-50066 

Ban^Part... 

•699.75 

•5523X 

Chaek 

3/200000 

PWT 

CARGO PAYME... 

ST04A CONGRESS 

V-$0068 

Banqu* Part... 

-45.25 

-2588.83 

Chaek 

3000000 

PTMT 

CARGO PAYME... 

STENA CONGRESS 

V-500e6 

Banqu* Part.,. 

.3,724.x 

4,693.13 

Chaok 

3000000 

PYMT 

CARGO PAYME... 

STENA CONFESS 

v-sooeo 

Banqua Part... 

-46.78 

4,73851 

Chaok 

3000000 

WT 

CROWN TRADE... 

STENA CON^tESS 

V-60068 

Banqua Part... 

.i3.n 

4,752X 

Check 

3000000 

PYI/T 

CARGO PAYME... 

UN<>MRO£S 

V40066 

Banqua Part... 

-t6596.X 

.23.048X 

Chaek 

3/31/2000 

DC 

BANK CHARGES 

STENA CONGRESS 

V-50069 

Banqu* Part... 

-X.61 

-23.670.71 

Chac* 

4/7/2000 

FRT 

STENA BULKAB 

STENA CON6RES5(2) 

V-S0066 

Banqua Pari... 

•t9.X 

.23,0M.71 

Chaok 

4/11/2000 

ICX 

L/C CHARGES 

STENA CONGRES5(2) 

V40066 

Banqua Part... 

470.x 

-23,888.71 

Chat* 

4/120000 

lOI 

UC CHARGES 

STENA CONOkESSO) 

V400a9 

Banqua Pari... 

460.x 

•24.348.71 

Chaek 

4/140000 

LOi 

UC CHARGES 

S'^NAC^NGRESSO) 

V40066 

Banqua Pari... 

470.x 

•24518.71 

Chaek 

SiNOQOO 

LOI 

BANK CHARGES 

8. CON^SS(2) 

V40066 

Bartqu* Pari.., 

.146.x 

•2S584.T1 

Chaek 

V1SOOOO 

1131 

OX BECHNEL 1... 

kw. 7186 

V-S0069 

Caah-Wal... 

-25.x 

•2S.08B71 

Chaek 

6000000 

MSP 

ANTARES OH. S... 

S. CONGRESS 

V-50069 

Banqu* Part.,. 

•19.16 

•25,1X5? 

Oanarai JcMjmai 

6000000 

Ja.Ck.19 

CLARK REPMMQ 

S. Crwgraaa 2 

V40068 

Sale*. Oil P... 

462.14 

•25,77151 

Oanarai Joumri 

6/300000 

J»Ck.19 

DNmond Shamro... 

S. Cengnaa 2 

V40069 

Sal**- OH P... 

•45.x 

^.818.07 

Check 

707/2000 

TARPF 

SUMEO 

S. CONGRESS-2 

V-50066 

Banqu* Pari... 

-20.75 

-265X52 

Chaek 

701/2000 

WT 

SUN PIPE LINE ... 

S.CONOISS5 

V-S0066 

Banqu* Pari... 

*15.71 

46,86253 

Dapoat 

SOV2000 

REVERSE 

SUN P«>E LINE ... 

rawara* ohoa-pd on uaa 

V-50066 

Banqu* Pari.,. 

15.71 

.»5X52 

Chaek 

lOOOOOO 

004 

STENABULKAB 

8.CONORESS-2 

V-50069 

Banqu* Part... 

-16.11 

.28.8M53 

Chaek 

1101/2000 

MSP 

CALEB BRETT U... 

$. CONORS 

V40069 

Banqu* Part... 

-14.64 

-2658657 

Total FInanea Champa 

Aganl Cemmiaslons 






-25,86967 

•».aa957 

Check 

1/7/2000 

WT 

BAYVANCONSU... 

STENA CONGRESS 

V-50069 

Caeh-CAII... 

.221.K0X 

•22156050 

Oanarai JoumN 

301/2000 

JaOi49 

Accrual 

S. Congr***(2) 

V-S0069 

Account* Ra... 

-1.SX.X 

-223.1X.K 

Total /tgara ComtniasiMis 

Cemmlialona • RuMia 






.223.1X.X 

•223.1XX 

Chaek 

3000000 

WT 

CROWN TRADE... 

STENA CONGRESS 

V-50069 

Banqua Part... 

.22.5X.X 

•22.5X.X 


ToWCommiHions-ftuMia .22,500.00 
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i:M m Bayoil Supply & Trading, Ltd. 

QTfiwM Transaction Detail By Account 

AeawiiaMta January im INvugh OKanAw 2M) 


T>fF« 

Data 

Pfum 

Hama 

Manro 

Cteaa 

SpHt 

Amount 

Baltnira 

INI«M 









Oawra> Journal 

301/2000 

JaCk-14 

Afcnwl 

8oraa(2> 

VP0075 

Aeccunia Ra... 

.1.628;f87.28 

-152859758 

GtMok 

‘VTomoo 

FRT 

ROGl«0«£SA 

BOREE(2) 

VPOOTS 

BanquaParl— 

•1,890.107.34 

-3518,40482 

Owe* 

4/2S/2000 

FKT 

SiACO 

BOREEP) 

V-S0075 

Banqua Pari... 

-38,180.44 

-3556596.08 

OaewraiJoumai 

4/302000 

JaO(-10 

Rawaraa Accrual 

Boraa<2) 

V-60075 

Sahw-OnP... 

1^8.297J» 

•1,m597.78 

Oanaral Journal 

«3a>r2ooo 

Ja-O-IO 

Aooual 

Boraa(2) 

VP0075 

SaUa-OlP... 

-73,838.40 

-2502.136.18 

Oanaral Joumoi 

7/31/2000 

Ja<%-04 

RawaraaAx;ruai 

Boraa 2 

V-50075 

-SPUT- 

13,00050 

-1599.13558 

Chaok 

SQ1/2000 

DBJ 

ROOUEDASSA 

BOREE'2 

V-S0075 

Banqua Pari... 

•80.838.40 

•2549574.08 

Oanarai Journal 

•/31/2000 

J»Ck-04 

Rauama Accrual 

Boraa-2 

v-soo:^ 

Darnumda 

•0.838.40 

•1589.136.88 

ToWFraii^ 







-1589,135.88 

-15M, 135.88 

Daturraga 









Oanaraf Journal 

3/31/2000 

Ja«k-14 

Accrual 

Beraap) 

VP0075 

i^eounfa Ra... 

•45.45957 

-46,45657 

Oamral Journal 

4/30/2000 

JaOr-tO 

RawreaAoenaJ 

Baraa<2) 

v4om 

Salaa-OiiP_ 

4.«a.49 

-4159658 

Choc* 

3/21/2000 

OEM 

ROGUEDA58A 

BOREE-2 

vsoon 

Banqua Pari... 

•4159688 

•82.793.78 

DaiioaR 

8/22/2000 

DEP 

CHASE liKfMHAT... 

eOREE'2 

VP0075 

Banqua Pari„. 

1<«53558 

19,44152 

Oi^ 

8/24/2000 

OEM 

ROOUEDASSA 

80REE-2 

VP007S 

Bwiqua Pari... 

•102,23528 

•82,783.76 

Oanaraf Joumd 

8/31/2000 


Ravaraa Accrual 

Baraa-2 

V-S007S 

-SPUT- 

41,39658 

-4159658 

Tulaf Domumoa 







.<159658 

-41596.88 

Pinanea Chargwa 








Owe* 

3/3/2000 

BC 

BJJfK CHARGES 

BOREE 

V-5007S 

Battqua Pari... 

-126.00 

•125.00 

Owe* 

3/14/2000 

WT 

SUMED 

BOREE 

V-50075 

Banr^Pari... 

-20.49 

-145.49 

Owe* 

4/7/2000 

pwr 

TNK 

BOREEP) 

V-5007S 

fiaci^Pari... 

•8.034.00 

•8.179.48 

Ctwek 

4/7/2000 

PYMT 

UNTTEONATIOKS 

aOREEP) 

V-S0075 

Batt^Pari... 

•28,074.04 

•M55353 

Owe* 

4/7/2000 

PYMT 

CAROOPAYME-. 

BOREEP) 

V40075 

Banjua Pari... 

-153053 

-37.78458 

Choc* 

4/7/2000 

WT 

CROWN TRADE... 

BOREEP) 

V-50D7S 

Banqua Part_. 

-14.16 

•37,78851 

Owe* 

4007000 

FRT 

ROOUEDASSA 

BOR8EP) 

V-50075 

Banqua Pwl... 

•15.63 

•37514.14 

Owe* 

4ns/2000 

FRT 

SUMEO 

BOREEP) 

V-a007S 

Ban^M... 

•1S.SS 

47529.70 

Owe* 

4/250000 

La 

UC CHARGES 

BOREEP) 

V-S007S 

Banqua Pari... 

•570.00 

•58598.70 

Owoh 

4/27/2000 

la 

UC CHARGES 

BOREEP) 

V-5007S 

Batt^Part.- 

•500.00 

-38598.70 

Owe* 

4/280000 

iX* 

L/C CHARGES 

BOREEP) 

VP007$ 

Bar»^ Pari— 

-570.00 

•3B,4M.70 

Owok 

4/28/2000 

la 

L/C CHARGES 

BOREEP) 

V-S007S 

larajua Pari... 

-870.00 

•40, 008.70 

Owe* 

4/28/2000 

UN 

UC CHARGES 

BOf^P) 

V-SOOTS 

Ban^Part... 

•870.00 

•40509.70 

Owe* 

SM/20Q0 

La 

BANK CHARGES 

•OREE/^ 

V-S007S 

Batr^Part... 

•14850 

•40.7S5.70 

Owok 

SSI2000 

MSP 

OLMSPECnO... 

BOREEP) 

V-5007$ 

Ban^Pari-. 

-15.14 

-40.7705< 

Owe* 

SW200a 

MSP 

OLMSPECnO... 

BOREEP) 

V-SOOTS 

BwtquaPwl.. 

-18.11 

■40,7185' 

Owe* 

S/16/2000 

MS 

CRAM FERGUS... 

BOREEP) 

V40075 

Ban^ParL.. 

-1552 

•40503. 

Owe* 

8/21/2000 

084 

ROOUEDASSA 

BOREEP 

V-5007S 

BarK|ua Pari... 

•15.10 

-40518.V, 

Oapoa* 

802/2000 

0^ 

CHASE MANHAT... 

BOREEP 

V-5007S 

Ban^Pari... 

-2550 

■W544.18 

Owe* 

8/24/2000 

OEM 

ROOUEDASSA 

BORa-2 

V-5007S 

Banqua Pari... 

•1555 

•4055941 

Totif FinanoaCtwrBaa 






•40.858.41 

-4055041 

A0antCoflwiisafona 








Owok 

1/7/2000 

WT 

BAYVAN CONSU... 

BOREE 

V-S007S 

Caah-CAII.. 

•128.850.00 

•128560.00 

Ganaral Journal 

301/2000 

Ja-Ck'14 

Accrual 

fioraap) 

V-5007S 

Aooouiria Ra... 

-27501.07 

-15655157 

Owe* 

4/7/2000 

WT 

CROWN TRADE... 

80ReE(^ 

V-5007$ 

Banqua Pari... 

-12.450.00 

-16850157 

Oanaraf Joumaf 

400r70a0 

Ja4k-10 

Ravaraa Aecrual 

BerMp) 

V-5007S 

SNaa-OlP... 

12,450.00 

•1M56157 

Owe* 

7/7/2000 

CCM4 

PENDULUM ENE... 

BOREEP) 

V-5007S 

Battqua Pari,.. 

•14.951.07 

•171502.14 

Oanaraf Journal 

7/31/2000 

Ja^-04 

Rauaraa Accrual 

Bora*4 

V-SOOTS 

fraighi 

14551.07 

-1S8551.07 

ToW Ao^tl Comnfactofta 






-158,051.07 

-15856157 

UoMMlnS OwrQaa 








Oanaraf Journal 

3/31/2000 

Ja-a-14 

Accrual 

Boraap) 

V-SOOTS 

AceeunWRa... 

-325500.00 

•32S 500.00 

Owe* 

«280000 

rat 

MTLPETROLM... 

BOREEP) 

V400T5 

Banqua PaiL.. 

-37S500.00 

-85150050 

Oanaraf Journal 

4007000 

JaOr-IO 

Ravaraa Aecnwl 

Beraap) 

V-SOOTS 

SatM-OiP... 

32$, 500.00 

•32850050 

ToM UgWaring Owrgaa 






•»S, 500.00 

42550050 

ToialOwtflfSfJoa 







■47594,112.00 

•47594.11250 

Conwilaafona 









Oatwnf Journal 

301/2000 

J»C*-14A 

Accrual 

BoraaCT 

V-50075 

-SPLIT- 

-88.348.34 

•8854654 

Oarwral Joumtf 

4040000 



BOREE 

V-SOOTS 

HadgaGaM... 

•36.04750 

•10459654 

Oanaral Jouenai 

4040000 



BOREE 

V-6007S 

Hadga Gain 

-32501.14 

•13658e.89 

Oanaraf Jounwl 

4/300000 

JaO(-10a 

Rawaraa Accrual 

BaraaP) 

V-SOOTS 

Aceounia Ra... 

8854854 

4854854 

TeW Conmlaaiocw 







•8854854 

4854854 

NaUya Oaln f(Loas) 









Oanaral Journal 

301/2000 

Ja-Clo14A 

Accrual 

BeraaP) 

v-soon 

Ccatwiriiiloni 

4517520.00 

451752050 

OamrdJQumd 

4Q4QOOO 



BOREE 

V-5007S 

-SPLIT. 

S565.»Q.OO 

145825KI.00 

Oanaraf Journal 

4040000 



BOREE 

V-SOOTS 

HadgaOain.., 

^.848570.00 

8,834,440.00 

Oanaral Joumri 

4000000 

JnCk-lOa 

Ravaraa Accrual 

BoraaP) 

V-SOOTS 

Account* Ra... 

•4517520.00 

4517520.00 


Total Hadga Gain 

4517520.00 

451752050 

TOTAL 

2.1*1 5TI.78 

2,181578.78 


r*a«2 
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-00 SAT :3:56 SOMO. BAGHDAD FAX HQ. 00964 12863S25 


y, Payments to SELLER under SUB Article 5-5 and Sub Aniclc b-V oi' 
Section Two, ajid any other Payments or awards under Article i hiiieen Mf 
Section-Two, are subject to the approval of the 66 1 Conmsittee. 
d This Contract shall be subject to SCR 986, SCR 1 i 1 I. SC.’R I 143 SC K. 
1153. SCR 1210, SCR 1242. SCR 1281, SCR 1302. the Procedures am! 
the Memorandum of Understanding between the Secretariat olThc. l/mled 
nations and the Government of Iraq on the implemeniatioii oJ'SCK bKb 
(United Nations document S/1996/356, dated 20 May 1996} 

ARTICLE TEN 

ADDRESSES : 

In addition to the notices, declarations ajid other cuiuiriunicuiions 
required under Article Fourteen, notices, approvals, declaraiiuns and 
Communications required above for the Overseers, on behalf of the ix.'l 
(.■omnuUee, shall be effected at the addresses below:- 

tOB. SELLER: 

STArn OIL MARKETING ORGANIZATION 
P.O.BOX SWS 
BAGHDAD - IRAQ 

TELEX : 212198-212199 SOMO IK 

rELLPHONE: 964-1-2869561 

964-1-7742040 - 10 Lines 
PAX 964-1-8853925 

r oll aUYER : 

1 YUMCN OIL COMPANY (TNK)- MOSCOW 
1070H2, MOSCOW, 

BALAKIREVSKYPER., 19 
ri-X: 7095-959-7146 
I'AX: 7095-959-7421 
TI.X : 485365 TNK RU 

FOR OVERSEERS 

UNITED nations, NEW YORK. U.S.A. 

PAX : 212- 963-1628 

All other terms and conditions as per (Section Two) General condiu<)t\.s < d' 
l ‘,t ),B, crude oil sales contract No. M/04/47 dated I6‘^ of August 1998. 

'I'his CcMitract has been done and signed on the 12^' day trf August. 2000, 


SADDAM Z. HASSAN 
I xr CUTIVE DIRECTOR GENERAL 
-S O M (■) 




FOR BUYER 



SERGEY Y, MOLKSEr.V 
DIRECTOR 


10 
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In the Name of God, Most Gracious, Most Merciful 


Republic of Iraq No.: KHl/i3689 

Ministry of Oil Date: 08/13/2000 

State Oil Marketing Organization (State Company) 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 10643 
Date: 08/13/2000 


To: The Honorable Minister of Oil 

RE: Exported Crude Oil Contracts Approval 


Based on the statement of allocations for phase eight, please find below the details of contract signed with the Russian 
Company Tyumen on behalf of Mr. Zhirinovsky (as part of the 9 million barrels quantity allocated to him): 

1- Contract No.: M/08/40 dated 08/12/2000 

2- Name of Conpany Buyer: Tyumen 

3- Nationality: Russian 

4- Quantity: (6) six million barrels 

5- T>^e of Crude Oil: Al-Basrah light FOB Al-Bakr terminal 

6- Destination of Crude Oil: Europe and / or America 

7- Pricing formula: As agreed on between our company and the buyer from time to time 

8- Validity of Contract: Until 12/05/2000 

9- Estimated Value: (144) million U.S. dollars at an estimated rate of $24 per barrel 


Please review and approve. 


Regards 





.7 








Saddam Zeben Hassan 
Executive Director 


For the approval of minister 
I approve 


OS/15 



0S'15 

[Page footer] 
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Table of Proposed Quantities for September 2000 


No. i Company | Country | Qty (millioii barrels) 


[Unrelated entries have been omitted] 


6 I Tyumen (Mr. Zhirinovsky) | Russia | 5.100 


Permanent Subcommittee on lovestigaHons 

PSIStaffRgUVZ^^FNm 







385 


CONTRACT 


Nassau 30th day of June, 

2000 


Between CROWN TRADE AND FINANCE LTD., Gibraltar, hereinafter referred to as 
"Sellers” ai;d Messers "BAYOIL SUPPLY & TRW>ING LIMITED", Nassau, Bahamas, 
hereinafter referred to as "Buyers" and agreed as follows: 

1. Object of the Contract 

This contract operates with the frame of Agency Agreement dated 30th June, 2000 
between Crown Trade and Finance Ltd. and Bayoil Supply & Trading Limited. 

Seilers have sold and Buyers have bought F.O.B. Mina Al Bakr about 10,000,000 
barrels of Iraqi crude oil to be delivered in the frame of the 8th period of 
United Nations programme "Oil for food” subject to actual contractual quantities 
under the Contracts between "OAO Tyianen Oil Company (TNK) and "SOMO". 

2. Quantity 

Up to 10,000,000 barrels of Basrah Light Crude Oil ex Mina Al Bakr of normal 
quality usually available at mentioned ports. 

3. Time of Delivery 

Delivarie.s are to bo effected from July 2000 until December 5, 2000. 

4 . Destination 

Deliveries of mentioned quantities of Iraqi crude oil will be effected to North 
America/Europe. However the actual port of destination shall be agreed between 
Parties for each particular .shipment subject to "SOMO" confirmation. 

5. Price 

a) Official selling price of "SOMO" for Basrah Light crude oil ex Mina AL 
Bakr for corresponding destination with A.P.I. escalation/de-escalation 
effective for month of delivery plus D.S. Dollars 0.03 per net U.S. barrel. 

b) The final unit price for Basrah Light crude oils shall be rounded off to 
three (3) decimal places to be increased to the next digit whenever the fourth 
decimal place is five or greater than five. 

6 . Payment 

Payment to be effected on 30th day from Bill of Lading date (B/L date « day one) 
in U.S. Dollars without any offset or deduction by telegraphic transfer in two 
parts: 

1) Value of "SOKO" invoice at official selling price to "Banejue National De 
Paris S.A., New York Branch, telex No. 6737018 per corresponding Letter of 


Permanent Subcommittee on investigations 
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MTPM Bayoit Supply & Trading, Ltd. 

oTfisKM Transaction Oetali By Account 

AB«niai Bntc January 19SS through December 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

Spilt 

Amount 

Balance 

Finance Charges 
Clwck 

1/17/2001 

FREIGHT 

ASTRO TANKE... 

ASTRO BETA-2 

V-501178 

Bangue Pari... 

-19,11 

-19.11 

General Journal 

1/31/2001 

Je^-12 

Accrual 

A.aets-2 

V-50117B 

•Sfh.iT- 

-41,083.09 

-41.10220 

Cheek 

2/5/2001 

PYMT 

UNITED NATX3NS 

A.BrrA.2 

V-501178 

Banque Rui... 

•57.445.00 

•98,54720 

Cheek 

2/7/2001 

»4SP 

OIL INSPeCTIO... 

A.BCTA2 

V-501178 

Banque Pari... 

-40.83 

-98,588.13 

General Journal 

2/28/2001 

Je^-12 

Reverse Accrual 

A.BETA.2 

v-soiira 

Crude Punsh... 

41,083.03 

-5700504 

ChmA 

3/13/2001 

FiN 

PORT ARTHUR ... 

A^TA-2/S.WO... 

V-S0117B 

Banque Pari... 

^.00 

-56,005.04 

Deposit 

3/13C001 

REV 

PC«T ARTHUR 

A8ETA-26.WO... 

V-50117B 

Banque Pari... 

•568.50 

-5847354 

Check 

3/14/2001 

FIN 

VALERO MARKE... 

ABETAr2®.WO... 

V-S0117B 

Banque ^... 

-570.00 

•58,14344 

Chedc 

3/ig^ooi 

RN 

BPOILMTERN... 

A^A-2;S.VVO... 

v-5oiira 

Banque Part... 

-500.00 

■59,643.54 

Total Rnartce Charges 

Agent Commissiont 






•SI.643.54 

4i9, 64344 

Oenend Journal 

12^1/2000 

Je4:k-01 


A.8ela-2 

V-SQ117B 

Agent Com 

•504.593.00 

•«04.»3.QQ 

General JoiHTMri 

1201/2000 

Je-Ck-32a 


A. Beta-2 

V-50117B 

Cargos in S... 

504.593.00 

OOO 

Oeneral Journo 

1/31/2001 

J»<»i-12 

Reverse Accrue 

A.Beto-2 

V-50117B 

Finance Cba... 

-504,503.00 

-604.583.00 

Total Agent Commiswotts 
{Jittering Charges 






-504,593.% 

-S04.%300 

General Journal 

1/31/2001 

Je-Cfe-12 

Accrual 

A. Beta-2 

V-S0117B 

Finance Cha... 

-101,534.57 

•10143447 

Oeneral Journal 

2/28/2001 

Je-Ck-12 

Accrual 

A. BETA-2 

V-5011TB 

Crude Punch... 

69,036.25 

-32,49822 

Total Lightering ChaigM 






-32,498.32 

-32,49822 

Total Cost of Sales 







-38,736,455.93 

-38,736,455.93 

Commissions 









General Journal 

2080001 

Ja<Ck-12 

Accrue 

A. BETA-2 

V-50117B 

Crude Pur^... 

-25,097.98 

.25.09708 

Gmeral JowruU 

3/100001 



ASTRO BETAiS.... 

V-S01t7B 

Hedge Gain ... 

-9,190.00 

-34287.98 

Getteral Journal 

3/100001 



ASTRO BETA/S ... 

V-501178 

Hedge Gain 

-515.42 

•34,803.40 

Oeneral Journal 

3/10/2001 



ASTRO &ETA/S.„ 

V-60117B 

Hedge Gain „. 

-14,920.00 

-49,72300 

General Journal 

3/10/S»1 



ASTRO BETA-S... 

V-501178 

Hedge Gain ... 

•47258 

-50,195.96 

OetwnU Journal 

301/2001 

J»^-24 

Reverse /tccruai 

A. BETA-2 

V-501178 

Maieal 

25J>07S8 

-25,08708 

Total Commissions 







■25J09J.98 

•2549708 

inventory GahrA.OBB 









General Journal 

1/31/2001 

J»Ck-13 

Accrual 

A Beta-2 

V-SOIITB 

Finance Cha... 

931,485.11 

931,485.11 

Genera Jotaruri 

3/31/2001 

J»Oc-24 

Reverse Accnial 

A8ETA-2 

VSOUTB 

Interesi 

•931,485.11 

0.00 

Total inventory OiUn/Losa 






0.00 

0.00 

Hedge Gain l(Loss) 









Oeneral Journal 

1/31/2001 

Je-Ck-12 

Accrual 

A Beta-2 

V-S0117B 

Flnarrce Cha... 

•834,080.00 

-834,080.00 

General Journal 

2080001 

JeOf12 

Accrual 

AeeTA2 

V.50117B 

Crude Purch... 

■115,070.00 

-949,150.00 

General Joum^ 

3/100001 



ASTRO BETA/S... 

V-S0117B 

-SPLIT- 

-1,156,950.00 

-2,106,100.00 

Gerwral Journal 

3/10/2001 



ASTRO BETAS... 

V-60117B 

Hedge Gain ... 

207.800.00 

-1498,300.00 

General Journal 

301/2001 

J»<:k-24 

Reverse Accrual 

ABETA2 

V-S0117B 

Merest 

949.150.00 

-949,150.00 

Total Hedge Getn /(Loss) 






-949,15000 

-949,150.00 

TOTAl. 







933,249.63 

333,24943 




Permanent Subcommittee oo Investigations 

PWStafTR£t^VZ^^JW|nW 
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Bayoii Supply & Trading, Ltd. 

07 iiwM Transaction Detail By Account 

ABcnMi 8 mm January 199S through December 2003 


Type 

Date 

Num 

Name 

Mimo 

Ciau 

spm 

Amount 

BalMtce 

Inspection 
Ocnsral Joumat 

12/31/2000 

.MiHc-OS 

Accnuy 

L Pac»c-2 

V-50115 

Accourds R... 

-47,660.64 

-47.660.64 

Check 

S/9/2001 

INSP 

OS. WSPE... 

LPACIRQLIE-2 

V-50115 

BNP Parte... 

-10,477.84 

•58,138.46 

Check 

8/9/2001 

NSP 

OU.PISPE... 

L.PACIFtQUE-2 

V-50115 

Bt^Pate... 

■7,870.08 

•66.0M.54 

Oenerat Joumaf 

8/30/2001 

JeJ:%-49 

Raverse Ac... 

L. P/waFlC-2 

V-S0115 

Estimated C... 

32,532.42 

-33,478.12 

OenersI Journal 

12/3t/2001 

Je-Ck-72 

AccruiJ 

L.Paelflc-2 

V-S011S 

Estimated C... 

467.58 

•33,008.54 

Check 

2/7/2002 

INSP 

OTC SHIP... 

L.PACIFIQUEO 

V'SOIIS 

BNP Parlba... 

•1,304.59 

-34,313.13 

Cha<^ 

2/7/2002 

H^SP 

ok: SHIP... 

L.PACtFIQL^-2 

V-50115 

BNP Pate... 

•984.50 

•35,297.63 

ToM Inspection 







-35,297.63 

•35^63 

fnswance 

Oenetal Journal 

12/31/2000 

J»Ck-05 

Accrual 

L P»ctnc-2 

V40115 

Accounts R. . 

-23.000,00 

•23.000J)0 

Choclt 

3/23/2001 

MWNT 

CRAIG FE 

LPACtFIQUE'2 

V.50115 

Benque Part. 

•30.835.43 

•53.835.43 

Cheek 

303/2001 

PTM/T 

CRMG FE... 

L.PACtF)QUE-2 

V-501i5 

Bsnque Pari.. 

•5.448.39 

•^,28362 

OeMfalJoum^ 

3010001 

Je^-29 

RevenwAc» 

L.PACIF)C-2 

V-5011S 

Denuirraga 

23,000.00 

-36,28362 

Total Insurance 







•36,283.82 

•36,28362 

UCChuses 

Check 

11/80000 

I.C 

UNITED N... 

LPACIF)C'2 

V-50115 

Banque Part... 

-72,939.00 

-72,939.00 

Check 

11/100000 

LC 

UNITED N... 

L. PAaFIQUE-2 

V-50115 

Baitque Pari... 

■310.00 

-73,24960 

Total L/C Cha^^ 
Freight 







•^,249.00 

•73,249.00 

Owck 

12/1SO000 

FREIGHT 

COSCO. 

L.PACtFIC-2 

V-501iS 

Banque Pari... 

-4.4«9,2».0Q 

•4,469205.00 

0<eck 

12/27/2000 

RtEIOHT 

COSCOL ... 

L.PACtRCO 

V-S0115 

Bartque Pari... 

-72,754.50 

•4641,^.50 

Total Freight 







•4,541.959.50 

-4,541,95960 

Demurrage 
Gerteral Journal 

12/310000 

JeCk-ffi 

Accnial 

L.Pacrie-2 

V-S0115 

Accounts R... 

-200,000.00 

-200,00000 

Ganenil Journal 

12/310000 

J»Ck.05 

Accrual 

L. PACIFIC-2 

V-50115 

Accounts R... 

4,009.77 

-1K.99023 

Gerteral Jwmai 

3/31/2001 

Je.Ck-29 

Accrual 

L . PACIFIC-2 

V-5011S 

.6fn.IT. 

73,361.19 

-122,629.04 

General Journal 

12/310001 

J»Ck-72 

Accrual 

L. Pedftc-2 

V-S011S 

EsUmated C... 

122,629.04 

0.00 

Total Oeimerage 







0.00 

0.00 

Rnance Charges 
C%eck 

11/170000 

LOI 

8ANKCHA... 

L. PAanoU£-2 

V-S011S 

Banqua Part... 

-1,070.00 

-1.07000 

C»teek 

11/20/2000 

P^ 

SUNCD 

L. PAaF(^-2 

V.S0115 

Banque Pari... 

-19.06 

•1,08906 

Check 

12/110000 

pywT 

UNITED N... 

t. PACIFIC-2 

V.50115 

Banque mwi... 

-38,066.88 

-39.15764 

Check 

12/110000 

BC 

UNITED N... 

LPACnC-2 

V-SOIIS 

Banque Pari... 

-735.48 

•39,893.43 

Check 

12/1SOOOO 

FREIGHT 

COSCOC ... 

L. PACIFIC-2 

V-S0115 

Bartqua Pari... 

-40.59 

•39,934.02 

Oteek 

12070000 

FREIGHT 

COSCOL ... 

L.PAaF)C.2 

V-SOIIS 

Bart^Part... 

•16.02 

•39650.04 

Check 

12070000 

FREIGHT 

COSCOL-. 

L. PacMo-2 

V-S0115 

Bartque Pari.,. 

-25.00 

•39,97504 

Check 

12080000 

BC 

TOSCO 

L. PACFIC-2 

V40115 

Bartque Pari... 

•570.00 

•4064504 

Geitarai Journal 

12/310000 

JeCk41 


LPaeific-2 

V-5011S 

Agent Com... 

-15.36 

■40660.40 

Generst Journal 

12010000 

Je^lk'OS 

Accrurd 

LPACin02 

V-5011S 

Accounts R... 

-564.22 

•41,14462 

Check 

1/30001 

BC 

VALERO M... 

L.PAaFIC-2 

V-$0115 

Banque Pari... 

-670.00 

•41,71462 

Check 

1/110001 

P>WT 

CROWN R... 

L.PACinc-2 

V-5011S 

Ban^ Pari.., 

-14J2 

-41,72664 

General Journal 

1/310001 

Je^.08 

Reverse Ac... 

L. Paciric-2 

V-$0115 

Cargoe In tr... 

664.22 

-41,144.62 

Total Finance Charges 

Agent Commissions 






-41.144.62 

-41,144.62 

Gerteral Journal 

12/310000 

Je<Ck-01 


LPacHie-2 

V-5011S 

Agent Com... 

•521.812.00 

•621612-00 

General Joumd 

12010000 


Accrual 

L.paeiric-2 

V-S0115 

Accounts R... 

-56,474.43 

-576.366.43 

Total Agent Commlsslorta 






•576.386.43 

•576,386.43 

Total Cost of Sahw 







•52.994.476.22 

•52694,47522 

Bank Service Charges 








Deposit 

1/30001 

RO 

FiOUCtAR... 

nDOeP-12/29.1/3 

V.50115 

Bartque Pari... 

-260.68 

•260.88 

Total Bank Serv^ Charges 






-260.68 

-260.88 

Commissions 









Oenerat Journal 

1000000 



spec accouM - preJtedge 

V-5011S 

Hedge Gain- 

•5,090.00 

^,090.00 

t^Hieral Journal 

1000000 



spec account • preJtedga 

V-SOIIS 

Hedge Gain... 

•5.090.00 

•10,180.00 

Omeral Journal 

12010000 

Je.CkJ>5 

Accrual 

L.PaetnC'2 

V-SOIIS 

Accounts R... 

•51.555^6 

•61,736.96 

Gerteral Jourrtal 

1020001 



UCORNE PAOnOUE 

V-S0115 

Hadge Gain... 

-21.172.00 

-6260706 

GenemiJoumal 

1/22O001 



LICORNE PACIFiQUE 

V-SOIIS 

Hedge Gain... 

-29.110.00 

•112,01706 

GaneoJ Journal 

1020001 



LICORNE PACFIQUE 

V-SOltS 

Hedge Gain... 

-1,273,98 

-113091.96 

Oeneral Joumat 

1010001 

Je-Ck<08 

Reverse Ac.,. 

L. Pacifio-2 

V-50115 

Cargoe in tr... 

51,555.98 

•61,7:».98 

Tobl Commissicmt 







•61,735.96 

•61,735.98 

Inventory Galrt/Loas 








Oertemi Journal 

12/31/2000 

Je-Ck-<» 

Accrual 

L. P«dfic-2 

V-SOIIS 

Accounts R... 

-2,093,165.19 

-2.093, 1SS.19 

Genend JotmtcJ 

1/31/2001 

Je^^-OS 

Accrual 

L, Peeific-2 

V-SOIIS 

Cargos in tr... 

-740,637.25 

•2633.802.44 

General Journal 

1010001 

JeCk-GS 

Raverse Ac... 

L. P8cinc-2 

V-SOIIS 

Cargos in tr... 

2.093.16S.19 

■7«.637J25 

General JoumcJ 

2080001 

J*.Ck-G5 

Reverse Ac... 

L. PACIRC-2 

V-S0115 

Secondary... 

740,637.25 

0.00 

Total Inventory Gain/L^» 






0.00 

0.00 
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s:so PM Bayoil Supply & Trading, Ltd. 

97 / 18 AM Transaction Detail By Account 

Acciwrt bmi« January 1995 through Decerr^r 2903 


Typ* 

Date 

Hum 

Name 

Memo 

Clast 

SplK 

AmoutR 

Balance 

CiMKik 

2/12/2001 

LQAH 

FO^TW... 

S.GIANr4 (1/31-27129 V401t1 

Barrque Pari... 

•35,189.79 

•10838941 

Cha^ 

3/12/2001 

PVMNT 

PETROLIN... 

S.(»ANT-3 

V-50111 

BanquePari... 

-is.eo 

-108,905.01 

C»»di 

3/23/2001 

PYMNT 

CRMO FE... 

S.GIANT-3 

V-50111 

Barttrue Pari,.. 

-15.31 

•10832032 

Ch*^ 

4/2/»l01 

PVWNT 

t.OOPLLC 

5.aANT-3 

V-S0111 

BNPParibe... 

-19.92 

-10634044 

Clwck 

8/12/2001 

PVMNT 

LOOPUC 

S.6IANT4 

y-50111 

BNPPatiba... 

-19.29 

-1083»33 

ChMk 

6/15/2001 

INSP 

SGSCSI 

5.GiANT4 

v-50111 

BNPParftw... 

-19.54 

-108379.07 

Clwck 

7/26/2001 

toop 

LOOPU.C 

5.GIANT-3 

v-50111 

BNPParibe... 

-20.19 

•10839946 

Owck 

7/10/2003 

lEQAL 

hCALYAN... 

SeeOlanl-3 

v-som 

GNPPatftw... 

-40.51 

-109,039.77 

Total Flnane* dwfsea 






'1Q9J239.n 

•109,039.77 

Aoant Commisstort* 








Owck 

10/23/2000 

WT 

ITALTCCH... 

A.EAG(.E-S 

V'SOfll 

Cash bi Ban... 

-96^.28 

•56,60248 

Clwck 

11/21/2000 

PYMT 

CROWN R... 

A.EAOU-6 

v-50111 

Cash in Ban... 

41JS00.00 

•88,10248 

OwwnI Joumil 

12/31/2000 

Je-Ck-01 


A. Eagta 5 

V-S0t11 

AgatdCom... 

491,106.00 

47941148 

Total AgonI CommiMkins 






47941148 

•37941146 

ConiRrtssion* • Ruaala 








Clwek 

11/7/2000 

PVMT 

CENTURY - 

ONCE 

V-50111 

Banqua Peri... 

-663,483.60 

483.483.80 

Total ConaniMlons • Rusaia 






-563,483.80 

483,48330 

Ughtcrlng Charges 








0«wfa) Journal 

12/31/2000 

Je^-06 

Accrual 

S.Gianl-3 

V.50111 

Accounts R... 

-354.753.58 

•4S4.7»38 

Genarai JoufTwl 

12/31/2000 

JeGk-06 

Accrual 

$.Gianl4 

v-50111 

Accounts R... 

23,833.33 

•330,92045 

Geewrai Journal 

12/31/2000 

JeGk-06 

Accrual 

S.Gtanl-3 

v-som 

AccourrtsR... 

•40,000^ 

470.92045 

Chock 

2A2/2001 

PYMT 

AMERICAN... 

S.OIAKr-3 

v-50111 

Banqua Pari... 

-332,583.33 

-m30338 

Gwwrai Journal 

2/26/2001 

Je-Ck-03 

Raversa Ac... 

6.GtANT-3 

V-S0111 

Accotfl^R... 

332,58333 

4h)32fl45 

Owck 

3/12/2001 

PVMNT 

PETROUN... 

S.GtANT-3 

v-50111 

Banqua Pari... 

•«2, 17045 

-433,09030 

OoiwrM JoumM 

12/31/2001 

J*Gk-71 

Accrual 

S.Oianl-3 

v-som 

FraigH 

-166.072.00 

499.162.50 

Totiri UfiMatfng Chargo* 






•^.16230 

499,16230 

Mscallaiwous Charges 








Depoeit 

insnooi 

WT 

FAJRDEAL- 

S.GIAJTT-S 

v-som 

Banqua Pari... 

58.564.94 

5836434 

Total MitoeHuwoua Chargaa 






58.564.94 

58,55434 

TeW Coal of Saloa 







-135.864,383.68 

•135,^483.88 

Bank Servica Charges 








Check 

11/21/2000 

PVMT 

CROWN R... 

A.EAGLE-$ 

v-som 

Baitqua Park.. 

•40.00 

-40.00 

Owck 

1/«2001 

PYMT 

SKAUG&t ... 

S. GMNT-a 

v-som 

Banqua Pari... 

-2530 

-65.00 

Owck 

1/23/2001 

BC 

BANKCHA... 

$.GUtNr-3 

v-som 

Banqua Part... 

•2530 

40.00 

Total Bardr Ser^ Charges 






-9030 

4030 

Cammtsstons 









Gamrai Jourrwl 

11/27/2000 



SEAGIANTd 

v-50111 

Hedge Gain... 

454530 

•234530 

GeoorsI Jourrwl 

11/27/2000 



SEAOiANTS 

v-som 

Hedge Gain... 

4,06430 

4.»9.D0 

Gerwral Journal 

11/27/2000 



SEAGIANT3 

v-som 

HadgaGain... 

4.036.00 

.7,5».00 

Gerwni Journal 

11/29/2000 



SEA GIANTS 

v-som 

Hedge Gain... 

4.545.00 

•10,18030 

Geiweal Journal 

12/31/2000 

JeCk^M 

Accrual 

S.Otanl-3 

v-50111 

Accounts R... 

4738S.00 

-6e.oe3Q 

GanaralJoinwl 

3*6/2001 



SEAOAWT3 

v-som 

HadgaGain... 

-14350.00 

-11231530 

General Journal 

3/6/2001 



SEA GIANT 3 

v-som 

HadgaGain... 

-967.30 

•113.8S240 

Genarai Journal 

3«/2Dai 



SEA GIANTS 

v-5om 

HadgaGain... 

■4531440 

-15649630 

Gerwral JoiKtwl 

3«r200t 



SEA GIANTS 

v-50111 

Hedge Gidn... 

-15,81030 

•m,00630 

Oenared Journal 

3*6/2001 



SEA GIANT 3 

v5om 

Hedge Gain... 

4.144.00 

•183,15030 

Oerwnri Joumel 

3/6/20Q1 



SEA GIANT 3 

v-som 

Hedge Gata... 

•2.79930 

-18535030 

Oetwid Jowiwi 

3/31/2001 

JeCk.31 

Reverse Ac... 

S.Gwa.3 

v-5om 

Salaa - OU ... 

87385.00 

-98.0M.OO 

Totsd Commissioro 







•98,0«i.00 

-98,065.00 

Inventory GaiiVLoae 








GenwM Journal 

12/31/2000 

Je-Ck-06 

Accrual 

S. Gtanl-3 

v-50111 

Accour>ls R... 

-2.460,^.57 

-2^460,595.57 

Geewr^ Journal 

12/31/2000 

Ja^k-tM 

Accrual 

S.Gtant-3 

v-som 

Accounts R... 

4,808,79432 

4469.390.49 

Gerw^ Joumti 

12/31/»)00 

JeCk-06 

AecruN 

S.GlsrM4 

v-som 

Accounts R... 

•191.894.00 

4,461484.49 

Genorti Joumid 

1/31/2001 

JeCk-10 

Axrual 

$. Oisflt-3 

V.60111 

Crude Pure... 

192,905.01 

4468,379.48 

Gerwny Joumid 

1/31/2001 

JeGk-10 

Raversa Ac... 

S.Gteni-3 

v-5om 

Crude Pure... 

2,46039537 

4.807,783.91 

General Journal 

1/31/2001 

Je<ni-10 

RevertaAc... 

S.GtaM-3 

V-50t11 

Crude Pure... 

191,^30 

4,615,88931 

Genera! Journal 

2^6/2001 

JeC1M>3 

RovaraeAc... 

S.GVlNT-3 

v-som 

Accounts R... 

3,808,794.92 

19230531 

OerwfaiJoumjyi 

2/26/2001 

JaOc^ 

Reverse Ac... 

S.GUU<T-3 

v-som 

AcoounIsR... 

-192.905.01 

0.00 

Total inverttoiy 6sdnA.oss 






0.00 

0.00 
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Bayoil Supply & Trading, Ud. 
Transaction Detail By Account 

Janiuuy 1996 trough Dacember 2903 


Type 

Data 

Niun 

Hama 

Maine 

Class 


Amount 

Balance 

FInsnca Charges 








Check 

S/11/2000 

BC 

BANKOtARGES 

BERGE PHOENIX 

V-S9107 

Baroque Bnix... 

-1SQ.00 

•150.00 

»>ack 

9/18/:»X» 

BC 

8AM( CHARGES 

BEROE PHOENIX 

V-50107 

Banque B«ue.~ 

-40.00 

•190.00 

Cheek 

K19/2000 

BC 

BAMC CHARGES 

BERGE PHOENIX 

V-50107 

8an^ Btux... 

•40.00 

•230.00 

Check 

9mnooo 

BC 

BAMKCHARt^S 

BERGE PHO»«X 

V-SOIOT 

Banque Brux... 

-40.00 

•270.00 

Check 

wzsnooQ 

PIPE 

SUMEO 

BERGE P1«Ot«X 

V-S0107 

Banque Brux... 

-40.00 

-310.00 

Cheek 

10/5/2000 

BC 

BANK CHARGES 

BEROE PHOEMX 

V-SOV37 

Ban^Brux... 

•40.00 

■3S0M 

Cheek 

10/11/2000 

BC 

BANK CHARGES 

BEROE PHEOHX 

V-50107 

Banque Brux... 

-dl.OO 

-390.00 

Cheek 

10/12/2000 

BC 

BANK CHARGES 

BEROE PKEOMX 

V^107 

8«rque Brux... 

-40.00 

-430.00 

Check 

10/12/2000 

LC 

C^OWN RESOU... 

BEROE PHEONUC 

V-80107 

Banque Brux... 

'25.00 

•455.00 

Cheek 

10/18^2000 

PYMT 

CARGO PAYME... 

BERGE PHEOMX 

V-50107 

Banque Brux... 

-11,896.17 

-42800.17 

Check 

10/3(V2000 


OLMSPECnO... 

BEROE PHEOMX 

V-S0107 

Banque Brux... 

•28.00 

•42,418.17 

Cheek 

1IV31/2000 

ff^iOK 

t0U>O»«PPM... 

BEROE PHECMK 

V-60107 

Benque Brux... 

-40.00 

•42,^.17 

Deposit 

11/2/2000 

REV 

VALERO MAfUCE... 

BEROEPHEOMX 

V-S0107 

Banque Brux- 

•825.00 

-43883.17 

Check 

11/612000 

LOAN 

FIXED TBtM AO... 

BEROE PHEONX*11/2>1- 

V-S0107 

Banque Brux... 

-3.886S2 

^870.06 

Depoa 

11/6/2000 

REV 

LYONOEU. 

BERGE PhCOMX 

V-60107 

Banque Brw... 

•625.00 

-47.a».00 

OepeeK 

11/6/2000 


CLAmCREFMMG 

BEROEPHEOMX 

V-50107 

Banque Brux... 

•625.00 

-48220.09 

Ch^ 

11/7/2000 

LOAN 

FIX^TERMAD 

BERGE PHEOMX-11«-1- 

V40107 

Banque Brux... 

-2,275.47 

-50,495.56 

DepoeH 

11/7/2000 

KBJ 

Exson 

BERGE PHEOMX 

V-80107 

Banque Brux... 

-725.00 

-4122058 

Check 

11/14COOO 

PYMT 

SKMJGENPETR... 

BERGE PHEOMX 

V-5C107 

Banque Brux... 

-40.00 

4126088 

Check 

11/22/2000 

MSP 

OILINSPECTIO... 

BEROEPHEOMX 

V-50107 

Banque Brux... 

-28.00 

41268.56 

Choc* 

12/7/2000 

MSP 

CALEB BRETT U„. 

BERGE PHO&tDC 

V-50107 

Banqua Brux... 

-28.00 

41816.58 

Cheek 

1/4/2001 

MS 

CRAIO FERGUS... 

BEROE PHO&tK 

V-50107 

Banque Brux... 

-28.00 

4184458 

Cheek 

2/6/2001 

MSP 

OLMSPECnO... 

B. PHEOMX 

V-50107 

Battqua Brux... 

-40.00 

4188458 

Cheek 

9^1/2001 

MSP 

MSPECTORATE... 

BEROEPHEOMX 

V-50107 

Ban^Bnst... 

-28.00 

41,41258 

Check 

11/1/2001 

DEM 

IGLOO SH8>PIN... 

BPtCOMX 

V-50107 

Ban^Brux... 

-40.00 

41,45256 

Check 

12S/2001 

p*>e 

BERGENSEN 0.... 

BiMOEMX 

V-50107 

Cash-CAII... 

-15.13 

41,467 JO 

Total Finance Charges 






-51,487.69 

41,487.89 

Ageik CommIssloRS 








Check 

10/12/2000 

LC 

CRCNVN RESOU... 

BERGE PI^OMX 

V-S0107 

Banqua Brux... 

-80^14.67 

40814.87 

Oiaek 

11/28«>00 

1219 

UNITED CRUDE 

DaaliH41072 

V-50107 

Caah • WM... 

•500.00 

40814.87 

Cheek 

11/28/2000 

1219 

UNTTEO CRUDE... 

OaalfH41078 

V-50107 

Cash -Wei... 

•2S0X» 

41,06487 

Check 

11/28/2000 

1219 

UNITED CRUDE ... 

Dad«H40a21 

V-S0107 

Crah-WeS... 

-125.00 

41,189.87 

Cheek 

11/28/2000 

1219 

UMTEDCRUDE„ 

Oaal 8840922 

V-50107 

Cash-Wal... 

-12Si» 

41814.67 

Check 

11/26/2000 

1219 

UNTTEO CRUDE- 

Oaai 8840837 

V-S0107 

Cash -Wei... 

•500.00 

418145 

Cheek 

11/28/2000 

1219 

UMTED CRUDE- 

Dad8H40838 

V-50107 

Cash-WM... 

•125.00 

41839.6i 

Cheek 

11/28/2000 

1219 

UNTTEO CRUDE- 

Oaal8H408M 

V-50107 

Cash-Wafl... 

•125 JIO 

•e884.67 

Chack 

11/280000 

1219 

UWTEO CRUDE- 

Oad8H408»1 

V-S0t07 

Cash-Wa8... 

-125.00 

42.189.67 

Cheek 

12080000 

1232 

ECHO ENERGY 

Trana. Nb.C1338 

V-50107 

C^-Wea... 

•250.00 

•62839.67 

Cheek 

12080000 

1232 

ECHO ENERGY 

Trm. NO.C1239 

V-50107 

Cash-Wal... 

-1,000.00 

•63,439.87 

Check 

1201/2000 

1233 

SYKTEXENEROY 

Oaeembar statamanl- Ha... 

V-50107 

Cash-Wa«... 

•1.000.00 

44,43987 

Cheek 

1201/2000 

1233 

SYKTCXENEROY 

Dacambar eldarnwK-Era... 

V-50107 

Cash -Wei... 

•1,000.00 

45,439.67 

Check 

1201/2000 

1234 

ARCORhLLC 

kWQlcaNO.Ct«33»4)0!2 

V-50107 

Cash-Wal... 

•300.00 

45,730.87 

Cheek 

1201/2000 

1235 

OK. ASSOCIATE... 

kncloa No. 2204468 

V-50107 

CMh-Wal... 

•500.00 

-86239.87 

Oanaral Joumai 

12010000 

Ja-Ck-01 


BargaPhaonix 

V-50107 

Aged Com... 

-557.402.00 

•523841.07 

Total Agent Cammissiana 






-823,84187 

42384187 

UgMertttg CtMrgas 








Oanaral Jeumai 

8000000 

JeJ^i-OS 

Aecruai 

BERGE PteOMX 

V-90107 

Accounts Re... 

-520,515.47 

•520815.47 

Oaneral Journal 

8000000 

JaCk-03 

Atxntd 

BERGE PKEOMX 

V-S0107 

Accounts Re.. 

128,406.25 

-394,10022 

General Journal 

1001/2000 

Ja-a-os 

nawane Accrviel 

BargaPhaonta 

V-80107 

Intered 

18,43225 

•37787687 

Check 

11/140000 

PllVT 

SKAUGEN PETR... 

BERGE PHEOMX 

V-50107 

Banque Brut... 

-280,703.12 

•658880.09 

Check 

11/140000 

PYMT 

MTLPETROUN.- 

BEROEPHEOMX 

V-$0107 

Ban^Brut.. 

•23981235 

-898,192v44 

DaposX 

11040000 

OEM 

LYONDEa 

BEROEPHEOMX 

V5O107 

Banqua Brut... 

62,13250 

4168S9J4 

Oectaral Journal 

1201/2000 

J»0(-17 

Revem Accrual 

Barge Phaartb 

V-501D7 

MarW 

377,676.97 

-43888287 

Getwtal Jeumai 

12/31/2000 

Ja4:k-17 

Aceniai 

BargaPheonfac 

V-50107 

Intered 

2784150 

41084147 

Total UgMeringChargea 






•410,541.47 

41084147 

Total Cod Of Saiaa 







-55892268.81 

•»29226881 

Cominteaiona 









Oanaral Journal 

10030000 



BEROE PHOEMX 

V.80107 

Hadge Cain ... 

•22860.00 

•2286080 

Oanaral Journal 

1003/2000 



BEROE PHOEMX 

V-50107 

Hedge Gain ... 

•27,450.00 

•4981080 

Total Commisaiooa 







-49810.00 

-4081080 

Ht^Caini(Less) 









Oanatd JoUnel 

800/2000 

JeO(-a3 

Accrual 

BERGE PHEONK 

v-a»7 

Accounts Re... 

•2241,720.00 

-2241.7^80 

Ganarai Journal 

10/23/2000 



BEROE PHOEMX 

V-50107 

-SPLIT- 

-7,6n.840.00 

4814,510.60 

Oanrwal Journal 

1003/2000 



BEROE PHOEMX 

V-50107 

Hedge Gain.. 

5.48083080 

4,43383080 

Oanaral Journal 

1001/2000 

J*4:%-0B 

ReearM Accrual 

BergaPhaonbr 

V-50107 

kitarad 

2241.720.00 

•2,19181080 


Te*ilHMl9»Oiiin/&4>“) -2.1»1>10.00 -2,191 J10.00 


TOTAL 


2,71».C22.» 2.7H,t22J» 


7a9«2 
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Bayoii Supply & Trading, Ltd. 

i^nMH T ransaction Detail By Account 

Accniil 8a*(s January IlftS through December 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

Spot 

/kmouRt 

Balance 

nnance Charge* 
ChKii 

9/612000 

BC 

BANKCHiUtGES 

BERGEBOSS 

V-S0104 

Banqua Pari... 

-130,00 

-13020 

Chwfc 

9/1S12000 

PIPE 

SUM^ 

BER6E80SS 

V-S0104 

Banqua Pari... 

-19,37 

•149.37 

C*melk 

loienooo 

WT 

CROkWRESOU... 

BERGEBOSS 

V-50104 

BanquePan... 

-13.24 

-16221 

Check 

liWZOOO 

PVMT 

l^tfTEO NATIONS 

BERGEBOSS 

V-S0104 

Banqua Itari... 

-40.96 

-20327 

Cheek 

10/12/2000 

BC 

BANK CHARGES 

SERGE BOSS 

V-50104 

Banqua Pari... 

-15.02 

-215.59 

ChKk 

10/130000 

BC 

BANKOHAROES 

BERGE BOSS 

V-50104 

Banqua P«i... 

-15.05 

-233.64 

Check 

10/13/»X}0 

LOAN 

RXHITERMAO... 

SERGE aO5S-10/12-10/13 

V-50104 

Banqua Pari... 

-1.140,63 

•1,374.27 

General Jowna! 

10/160000 

BC 

BANK CHARGES 

BER^BOSS 

V-50104 

490/rtarttsas . 

'100.00 

-1.47427 

Oeck 

1004/2000 

FREIGHT 

8ERGENSEN D.... 

BERGEBOSS 

V-50104 

Banqtw Pan... 

-17.42 

•1,491.69 

Citeck 

1006/18)00 

LOI 

CLARK REFUmtO 

BERGEBOSS 

V-50T04 

Banqua Pari... 

jsoe.oo" 

-1291 -M 

Check 

lOOfiOOOO 

LOI 

BANK CHARGES 

BERGEBOSS 

V-5Q104 

BanquaPari... 

■570.00 

•2,561.89 

Oteek 

10/26/2000 

LOI 

PHiUJP$66 

BERGEBOSS 

V-50104 

Bertque Pari... 

-570.00 

-3,131.68 

OepoaM 

10070000 

REV 

a>RKREFININa 

BERCKfiOSS 

V-50104 

Banqua Pwi... 

•570.99 

-3.702.68 

Check 

1007/2000 

LOI 

Enon 

BERGEBOSS 

V<50104 

Banqua Pari... 

•570.00 

•4272.68 

(^teck 

11/100000 

PYMT 

hra PETROUN... 

B.BOSS 

V-50104 

BanquaPari... 

-14.92 

-4,287.60 

Check 

11/100000 

PYKT 

5KAUOEN PETR.„ 

BERGEBOSS 

V-S0104 

BMique Pari,.. 

-14,92 

•4,302.52 

Check 

12^2000 

PYhfT 

ToeccCcrp. 

BERGEBOSS 

V'50104 

Bmque Pari.., 

-40.35 

•4.34220 

Cheek 

12/6/2000 

INSP 

CALEB BRETT U._ 

BERGE BOSS 

V-S0104 

Bwtque Pari... 

-40.49 

•4.38329 

Check 

1/40001 

INS 

CRAK3 FERGUS.. 

B.BOSS 

V-50104 

BanquaPari... 

-16.35 

-4.399.74 

Check 

2/1/8»1 

DEM 

BERGENSEN D.. 

BERGEBOSS 

V-S0104 

Bwique Pari... 

-19.22 

-4.418.96 

Oepoeil 

3/S/2001 

REV 

EXXMI 

B.Boee 

V-90104 

Banqua Pari... 

■5.00 

-4,42126 

Total Finance Chargee 

Agent Commission* 






-4.421.96 

•4,42126 

Check 

10*6/2000 

WT 

CROWN RESOU... 

BERGEBOSS 

V-50104 

Banque Pari... 

•62217.15 

-62217.16 

Genend Journal 

1001/2000 

JfrCk-11 

RewareeAecnai 

BargaBoee 

V-60104 

Crude Punsh... 

-373,9^.74 

-436,162^ 

Oanarel Jownal 

1201/2000 

Je-Ck.01 


Barge Bees 

V-60104 

-«»LIT- 

•574254.00 

-1.011.14622 

Generel Jourrtal 

12010000 

JeOc-IB 

Reverse Accrual 

Barge Boee 

V-50104 

inspaeflen 

373>45,74 

-6378H.16 

TciaiAganl CofTmie»om 
UgMerlng Ch^es 






-637201.15 

•637201.16 

Oefteral Joumel 

9000000 

Je4»:-0S 

Accrual 

BERGEBOSS 

V'50104 

Accounts Re... 

-^.875.00 

'398.875.00 

Genarel Journal 

9000000 

J»Or4S 

Accniat 

BERGEBOSS 

V-50104 

Aecouttta Re... 

40.125.00 

-358.;50.00 

ToM Hearing Chargee 






-355.750.00 

-358.75020 

Total Coat at Selee 







•57240.913.58 

•57,340.913.1 

Commissions 









Genatei Joum^ 

10030000 



BERGEBOSS 

V-50104 

Hedge Gain ... 

•40,600.00 

-40,600.00 

Qenetei Jownd 

10030000 



BERGEBOSS 

V-50104 

Hedge Gain ._ 

-791.80 

-41291.80 

GenerBl JotmaJ 

10030000 



BERGEBOSS 

V-50104 

Hedge Gain... 

•35,681.00 

-77.08220 

ToW Comratasionc 







-77282.80 

-77,082.80 

Hedge Gain l(Less} 









Oanend Journal 

90G2000 

Je-Ck-OS 

Accrual 

BERGEBOSS 

V-S0104 

Accounts Re... 

-3,089.462.60 

-3,069,462.80 

Oeeerel Journal 

10030000 



BERGE BOSS 

V-50104 

-SPLIT- 

•630,500.00 

•3.71926220 

Oeneral Journal 

iQoaoooo 



BERGEBOSS 

V-50104 

Hedge Gain ... 

-2,861,880.00 

3.089,462.80 

•6,10124220 

OenanI Journal 

1001/2000 

JeCk-11 

Revarsa Accrual 

Ba^Bcea 

V-50104 

Crude Pureh... 

•3,01226020 

Total ^tadga Gam /(Loea) 






-3,012.380.00 

•3.012.30020 

Mereet Irreoma 









Oepoeil 

10/130000 

MISC 

NTERESr REC... 

BERGE B(^ 

V-50104 

Banqua Pari... 

100.00 

10020 

Total Neced Ineoma 







100.00 

moo 

TOTM. 







28.164.06 

28,154.05 
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Past Basi^h Liftings 


tQRKUKCEY/USG TBN‘ 


CEY/USG 


Ves^l 

TBN 

Dischaige 

Houstcm 

BA. Date 

1-Aug 

Freight Lump Sum 

0 

Worldscale Rate 

t.6 

Address 

2.50% 

Rat Rate 

10.93 

Minimum Volume tons 

75,000 

Load«j Quantity (bbis) 

549,000 

bb!/ton 

7.32 

Voyage Time days 

21.5 

Freight 

2.329 

Insurance 

0.014 

Overage 

0.000 

UC 

0.050 

lrt^)ect*on 

0.015 

Outturn 

0.100 

D^urrage Loadport 

0.000 

Demu^age Disport 

0.000 

lighterage 

0.000 

OPA 

0.020 

TVM 

0.000 

Hedge Losses 

0.020 

Russians / Other 

0.270 

api credit 

-0.250 

Total Costs 

2.568 

wn Ml (aug) 

0.00 

WTiM2<sept) 

DTD 

IH 

0.00 

Purchase WTI M2 

5.80 

Undad WTI M2 

3.23 

Sale Average M2 

2.90 


Profit 0.33 

$$ Total 182.079 

Sales 
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BAYOil DECEMBER 27, 2000 

REVENUE SHARING AGREEMENT 


THIS AGREEMENT BETWEEN ITALECH S.R.L., LIVORNO ITALY (iTAl.TECH) AND BAYOIL 
SUPPLY AND TRADING LIMITED. NASSAU BAHAMAS (BAYOIL) SHALL BE EFFECTIVE FOR 
THE PERIOD BEGINNING DECEMBER 27. 2000 AND APPLICABLE TO THE CONTRACT 
BETWEEN ITAI.TECH AND BAYOIL DATED DECEMBER 27. 2000 (AND ANY SUBSEQUENT 
AMENDMENTS) COVERING CONTRACT REFERENCE NO. M/09-07 BETWEEN ITALTECH S.R.L. 
AND SOMO. UNDER PHASE 9 OF THE UNITED NATIONS OIJ.-FOR-FOOD PROGRAM 
WHEREBY BAYOIL AGREES TO PURCHASE ALL QUANTITIES OF BOTH BASRAH LIGHT 
CRUDE OIL AND KIRKUK CRUDE OIL FROM ITALTECH, UNDER THE STANDARD SOMO 
CONTRACT TERMS AND CONDITIONS AS APPROVED 8Y THE UNITED NATIONS, AND 
SPECIf ICALLY INCLUDING THE OBLIGATION TO NOMINATE LIFTING OATES AND 
ARRANGE SHIPMENTS, DESPITE UNCERTAIN MARJCET CONDITIONS. AND PRIOR TO 
r:STAHt.lSHM|-:NT of U-N. approved PRICI; FORMULAS APPLICABLE FOR EACH 
SHIPMENT. 

THE TERMS OF THIS AGREEMENT SHALL PROVIDE FOR ITALTECH TO RECEIVE A 
RLASONABL.!: SHARE OF REVENUES GENliRATED FROM THE SAl.i: AND DISTRIBUTION OF 
SHIPMENTS BAYOIL LIFTS FROM THE PURCHASE CONTRACT. NOT TO EXCEED AN 
AMOUNT EQUAL TO USS0.20 PER NET BARREL FOR TOTAL QUANTIES LOADED UNDER THE 
CON I RACY AND AS A PROPORTION OF NE I' REVENUES Of APPROXIMATELY 40%. 

DISTRIBUTION OF REVENUE SHALL BE DISTRIBUTED TO ITALTECH IN ACCORDANCE 
WITH STANDARD INDUSTRY PRACTICE FOR AGREFMENT OF THIS TYPE. AND AS SUCH 
WitFRUN SUCH A DISTRIUTION CAN BE FAIRLY 1 STABI ISHFD BY BAYOIL AFTER EACH 
Dl-l IVERIES ARE FULLY EFFECTED 


AS SUCH. BOTH PARTIES SHALL ACT IN GOOD FAITH WITH REGARD TO REa|SONABLE 
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Second; Companies that Were Granted Additional Quantities in Phase Eight 


Company 

1 - Zarubezhneft 

2- Machinoimport 

3- Zangas 

4- Tatneft 

5- Slavneft (Gotzariev) 

6- Gasprom 

7- ACTEC 

8- Alfa Eco 

9- Rosneftimpex (Mr. Issakov) 


Million Barrels 

2 

1 

1 

1 

1 

1 

2 

1 

2 (Zero if he does not pay) 


Total 


12 million barrels 


Third: The Position of Companies Regarding the Settlement of Surcharge 

The position of certain companies remains unclear with regard to the settlement of the surcharge, 
despite the fact they have been invited to report to Baghdad, but they have not yet. These companies 
are: 

1- Rosnefteimpex (Mr, Issakov): He has been invited once again 

2- Political Science Academy: they did not approve 

3- Onaco: They wanted to look into the issue; they have been invited once again 

4- Mr. Zhirinovsky: He has been invited several times 

5- Mrs. Sezhi: She has been invited several times 

6- Bashnefl: They have been invited several times 

7- Transneft: They have been invited 
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FP'^fl : 0C00 


.. /a 


FH>E NO. : 00008000 12 2^2 U;:;;59PM 


<t.EAF.PAJIhTTOH COEPAHHF. POCCHMCfCOH <r>E>aKPAU;HK 

3AMECTHTEJIb ^PE^^CEAATEJTH 
rOCyAAPCTBEHHOiR AVMbl 

103265, MocKBa, y.i. OxoTHwtt paa, &. 1 


200*^ r. Jfe ^ f c? o 


TO ms EXCELLENCY 
DEPUTY PIOME MINISTER 
MR. TARIQ AZIZ 


Your Excellency 
Dear Friend, 

I would like to trouble you once again about the situation with the vessel “Astro 
Beta" with B/L January 6 '^, 2001 (this vessel waited for loading since 27'’’ of 
November 2000 till 6'*' of January 2001). 

I was sure that all pending matters with the above referenced vessel had been 
discussed and solved, and thus came to me as a great surprise that the “third 
party”, assisting us on the case is still liable for the execution of this contract. 
Therefore, I feel obliged to make the following statement; 

1. As discussed before I have taken the full responsibility to satisfy your 
requirements and T would like to underline once again that the only one 
responsible in this particular case is I. The process of settling the matters 
has taken longer time than expected due to a complicated documentation 
process, for which you are fully aware and duly informed. I would like to 
assure you once again that wc me dulilg tlic utmost to prevent ony further 
delays. 

2. Having said tliis I would like to thank this “third party”, who have made 
oral and written Guarantees in favor of the Supplier in a moment when I 
was unable to do the same and therefore contributed greatly for the prompt 
release of the vessel. 1 would like to request that you also release this “third 
party” from any further obligations, if you have not done it already. 

3. There were also certain obligations undertaken by the Supplier to cover all 
the accumulated costs during the extensive waiting time, and for the 
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from 


■ NO. : 00000000 MfW. 12 2002 03:00 Pm , 

purpose a well-documented claim has been presented. However, thus far wc 
did not want for any action from the side of the Supplier to proces.s the 
claim. 

4. During our numerous meetings we discussed question about delivery of 
building on the free basis in the center of Moscow for Arabic school and 
you would cover the duty. 

Today the building registration documents are on the final stage of 
registration and it will be ready on the April of 2002. 

1 hope very much that during the visit of this "third party" next week you will find 
such a constructive way and will satisfy the interest of dl the parties involved. 


If, however, my additional assistance is required please don't hesitate to contact 
me. 



WM000016 
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Fourth: Collecting the surcharge 

The only commitment on the part of the contractual parties is the personal obligation to 
pay since there was no other way to force them to pay due of the sensitivity and secrecy 
of the operation. 

But through the quick efforts, $228 millions out of $263 millions were collected, which 
means the percentage of collection reached 87% after using all different methods of 
payment, including making payment to Iraqi embassies abroad since some companies 
feared to pay through banks in order to secure their cover and avoid legitimate requests, 
such as paying in cash. 

As far as the outstanding amounts these contractual companies owe, which totaled $35 
millions, some of these companies had already refused to pay as we explained in 
paragraph 3 above, while others refused to pay in order to keep the money they owed, 
expecting the issuance of some instructions that would exempt them from paying, taking 
into consideration that the efforts to collect the sums continued until the present 
circumstances took place. 

Most of the sums collected were paid in the following banks and locations: 

1- A1 Ahli Bank [Jordan National Bank] / Amman 

2- France bank/ Lebanon 

3- Sardar bank/ Lebanon 

4- Central Bank of Iraq / Baghdad 

5- A1 Rafidain Bank / Baghdad, main branch 

6- Iraqi Embassies abroad (Moscow, Athens, Cairo, Ankara, Sanaa, Vietnam, Malaysia, 
Rome, Vienna, Damascus, Geneva) 

7- Wasel and Babel Company / United Arab Emirates 

8- the sum of $840,000 was collected in vain through the transfer of ownership of a house 
on behalf of the Iraqi embassy in Moscow, which was used later on as an Iraqi school 
(the sums Mr. Zhirinovsky owed, and which he pretended not being able to pay in cash; 
therefore, the house was accepted in return). 


(2-3) 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KHl/6990 

Ministry of Oil Date: 13 Safar, 1422 H 

State Oil Marketing Organization {State Con^>any) Equivalent to 05/06/2001 


Stan^ 

Ministry of Oil/Office of the Minister 
No.; 6116 
Date: 05/06/2001 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

As per the approval of your Excellency on 05/01/2001, we have allocated (4) million barrels to Machinoimport Company 
(on behalf of Mr. Zhirinovsky) and signed a contract as per the following terms: 

1 - Number of Contract: M/09/ 1 1 9 Date : 05/05/200 1 

2- Name of Company Buyer: Machinoimport 

3- Nationality: Russian 

4- Quantity: (4) million barrels divided as follows: 

5- Type of Crude Oil: (2) million Barrels of ATBasrah FOB Al-Bakr terminal 

(2) million Barrels Kirkuk FOB Ceyhan terminal 

6- Destination of Crude Oil: America and / or Europe for Al-Basrah light 

Europe for Kirkuk crude 

7- Pricing Formula: As per the price tariff of Kirkuk and Al-Basrah light crude oil for the aforesaid destinations 

7- Validity of Contract; Effective as of 07/0 1 till 08/31/2001 

8- Estimated Value: About (88) million Euros based on an estimated rate of $20/baiTei 
For your review and approval, please. 

Regards, 


-’‘J 

Saddam Zeben Dassan 
Executive Director 

[Miscellaneous signatures] 



05/07 


For the Approval of Minister 
1 appiove 



05/07 


Permanent Subcommittee on lovestigations 

PSIStaffRgt^VZ^^FPn£^ 
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FROM : mCH I ND IMPORT 

hd. : 9373115 

37/18/2001 13;21 +964-1-7742797 2001 04: ISPH P3 

PAGE 02 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/10/ 


Permanent Subcommittee on Investigations 

PSmaffRg^VZ^-FN^ 
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07 / 18/2001 


19:10 + 964 - 1-7742797 


8. Payments to SELLER under SUB Article 5-5 and Sub Article 6-7 of 
Section Two, and any other Payments or awards under Article Thirteen of 
Section Two, are subject to the approval of the 661 Conimittce. 

9. This Contract shall be subject to SCR 986. SCR U 11, SCR 1143 SCR 
1153, SCR 1210. SCR 1242, SCR 1281, SCR 1302, SCR 1330, SCR 
1360, the Procedures and the Memorandum of Undei^tandlng between the 
Secretariat of the United nations and the Government of Iraq on die 
implementation of SCR 986 (United Nations document S/1 996/356, dated 
20 May 1996). 

ARTICLE TEN 

ADDRESSES: 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses below;- 


STATE OIL MARKETING ORGANIZATION 
P.O.BOX 5118 
BAGHDAD - IRAQ 

TELEX : 212198-212199 SOMOIK 
TELEPHONE: 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX 964-1 -88S392S 


FOR BUYER : 

STATE ENTERPRISE FOREIGN ECONOMIC 
ASSOCIATION “MACHINOEMPORT” 

32/34 SMOLENSKAIA PL., 

121200, MOSCOW RUSSIA 
TEL: 7095-2443309 
FAX : 7095-2443807 
TLX. 411231 MIMSU 

FOR OVERSEERS 

UNITED NATIONS, NEW YORK. U.S.A. 

FAX : 212-963- 1628 

All other terms and conditions as per (Section Two) General conditions of 
F.O.B. crude oil sales contract No. M/02/2$ dated 17“^ day of August 1997. and 
attached appendices 1 & 2 . 

This Contract has been done and signed on the IS® day of July2001. 


FOR SELLER 


SADDAM Z. HASSAN 
EXECUTIVE DIRECTOR GENERAL 
SOMO 


FOR BUYER 


TUMANOV SERGEI V. 
VICE-PRESIDENT 


10 
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In the Marne of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH1/I0772 

Ministry of Oil Date: 29 Rabi' 11, 1422 H 

State Oil Marketing Organization (State Company) Equivalent to 07/20/2001 


Stan^ 

Ministry of Oil/Office of the Minister 
No.: 11038 
Date: 07/20/2001 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the aiiocations' statement, a contract has been signed with the Russian company Machinoimport (on behalf of Mr. 
Zhirinovsky) as per the following terms: 

1- Number of Contract: M/10/i9 Date: 07/18/2001 

2- Name of Company Buyer: Machinoimport 

3- Nationality: Russian 

4- Quantity; (8) million barrels divided as follow's: 

(4) million Barrels of Al-Basrah light crude oil FOB Al-Bakr terminal 
(4) million Barrels Kirkuk crude oil FOB Ceyhan terminal 

5- Destination of Crude Oil: Europe and / or America 

6- Pricing Formula: As per the rate in effect of Kirkuk and Al-Basrah light crude oil for the aforesaid destinations 

7- Validity of Contract: From 07/18/2001 till 1 1/30/2001 

8- Estimated Value of Contract in Dollar; (184) million Euros based on an estimated rate of $20/'barrel 

9- Surcharge: Payable within one month of loading 

For your review and approval, please. 

Regards. 


J 


/ 




't 

Saddam Zeben Hassan 
Executive Director 

[Miscellaneous signatures] 

/ 






07/21 


For the Approval of Minister 
I approve 



Permanent Sobcomnuttec on lavestieatlons 
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In the Name of God, Most Gracious, Most Merciful 

To; The Financial Department No.: KHl 

From: Crude Oil Marketing First Department Date: Rabi’ Al-Thani, 1422H 

Equivalent to 07/21/2001 

RE: Contract M/10/19 with the Russian Company Machinoimnort 

A contract has been signed on 07/18/2001 to supply the aforesaid buyer with crude oil as per the 
following details: 

1- Name of Company Buyer: Machinoimport Russian (on behalf of Mr. Zhirinovsky) 

2- Validity of Contract: Until 1 1/30/2001 

3- Quantity and Type; (8) million barrels divided as follows: 

(4) million Barrels of Al-Basrah light crude oil FOB Al-Bakr terminal 
(4) million Barrels of Kirkuk crude oil FOB Ceyhan terminal 

4- Destination of Oil: Europe and / or America 

5- Pricing Formula: As per the standard price of Kirkuk and Al-Basrah light crude oil 

for the aforesaid destinations 

6- Approval of the United Nations: S/AC.25/2001/OIL/1360/COMM 

7- Address: 

STATE ENTERPRISE FOREIGN ECONOMIC 
ASSOCIATION “MACHINOIMPORT” 

32/34 SMOLENSKAIA PL. 

121200, MOSCOW 
TEL; 7095-2443309 
FAX: 7095-2443807 
TLX: 41 1231 MIM SU 

8- Point of Contact: Mr. S. Tumanov 

9- Payment and Other Terms; As per the unified formula of crude oil supply contract and L/C 
Please take note and act accordingly. 





Saddam Zeben Hassan 
Executive Director 


Abd-al-Jalil Hammadi 

Head of Oil Marketing First Department 


Permanent Subcommittee on [nvestigations 

PSI staff Rpt (VZ) - FN 153 
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from 


; HRCHINOIMPORT 

Ib/wai llrOl 


phone no. : 9373115 

+36a-l -7742797 


BJG, 16 2001 12: 10PM P2 
PAGE 02 


ADDENDUM NO. (1) TO CONTRACT 


STATE Olt MARKETING ORGANIZATION (SOMO) AND STATE 
enterprise foreign ECONOMIC association “MaCHINIMPORT" we 
HEREBY AGREED TO THE FOLLOWING:- 

I - ARTICLE (THREE) ONE QUANTITY AND QUALITY IS AMENDED TO 
READ 


QUANTITY 


- BASRAH LIGHT 2,000,000 BBLS ALBAKR 

- KIRKUK 2,000,000 BBLS CEYHAN 


2- OTHER TERMS AND CONDITIONS 

ALL OTHER TERMS AND CONDITIONS SHALL REMAIN 
UNCHANGED. 


DONE AND SIGNED ON THE 16* DAY OF AUGUST 2001 


EK 


FOR SELLER 

SADDAM Z. HASSaN 
EXECUTIVE DIRECTOR GENERAL 
SOMO 


FOR BUYER 
TUMANOV SERGEI V. 



PKI staff Rpt(va-FN 154 
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In the Name of God, Most Gracious, Most Merciful 

To: The Financial Department No.: KHl 

From: Crude Oil Marketing First Department Date: Jumada Al-Akhira, 1422H 

Equivalent to 08/18/2001 

RE: Contract no. M/10/19 with Machinoimport Russian Company 

Following to our memorandum dated 07/21/2001, we made an agreement with the above- 
mentioned buyer to change the contractual quantities (on behalf of Mr. Zhirinovsky) 
from (8) million barrels to (4) million barrels divided as follows: 

(2) million Barrels of Kirkuk crude oil FOB Ceyhan terminal 

(2) million Barrels of Al-Basrah light crude oil FOB Al-Bakr terminal 

Other terms remain unchanged. 

Please take note and act accordingly. 



Saddam Zeben Hassan 
Executive Director 




Abd-al-Jalil Hammadi 


Head of Oil Marketing First Department 


Cc: 

Shipping & Quantities department - following to our memorandum dated 07/19/2001 for 
the same purpose mentioned above, please. 


Permanent Subcommittee on Investigations 

PSI Staff Rpt (VZ) - FN 155 
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08/Q7/2Q01 16:45 FAX 7132248101 


®001 


*** TX REPORT »** 
««««««*««*««**$$««« 


TRANSMISSION OK 


TX/Ri NO 
CONNECTION TEL 
CONNECTION ID 
ST. TIME 
USAGE T 
PGS. SENT 
RESULT 


1970 

01170952441093 

08/07 16:45 
00 '29 
1 

OK 



BAYOIL 


I'O: Machinoimport State Enterprise 

Foreign Trade Association 
ATTN: Mr.Sergci Valentinovich Tumanov 

FAX: 011-7095-244-1093 

FROM: David B. Chalmers, Jr. 

DATE; August 7, 2001 

RE; Iraqi Crude Contract 


Dear Sirs: 

We are aware of your meeting today and discussions carried our with Mr. Ludmil 
Dionissiev. At this time, we would like to support your endeavor for a future Iraqi crude 
oil contract and are ready to nominate against this future contract subject to reselling an 
agreement with you on prices and delivery dates. 

Mr. Dionissiev will visit you tomorrow for detailed discussions on the matter. 



SNT 024280 

SNT 024280 
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l?/08 'Oi ISiSi M 212 362 4’n OIL NASSAl' 

agency agreement NO^0-n6Oirn0U/M/10/l9-/P-K 

“W" August. 2601 

Stutt &t!«pris= “ForsUn Ecouumle Assoriaiion “Mschtootoporf , Mosww, 
Russis, toeimte rtifiattB » as the Ssllet. wuJ “0AYO1L SUPPLY 4 f RADIKG 
LtMTren Nessnu. BaHanas, hereluaftei tefetred to as tlw Boya, to|eiliBr CBlItd as the 
puriss, 

-•aking into account that tin: Ssller is 006 of tits oi»rato» from &eRus.s!iui part, 

cotiSMiiiog ths UN proenuo “Oil foi Koo'l". Phist 10 - btsajirig fa mind that tic buyer is 
teauly to provide finmoial roeottrcBS m meet the rftminSBflits of t!« pmgram. -realizing 
aiu the coBtmoti iwii vliy ill ft«»« of "Wu* PQ>n*»l pvosriffi wi'l he immully hfijefleisJ 
for tbe Pextics. have come lo tfaie following a§T«ew«!qS; 

1. 1 Stilor undenekes to do th< following; 

- To *gret with 8.O.M.O. schedule and dcstlrwJlCFtt of the ciotiveiy, exact (iguss 
ofaHipmeat, laycAn and vetuscl aoxoinallc^ 

«■ To instruct the Buy*ftr to isSMfifof sad on bohslfofiho Seller t/C for each 
iMpmwt U 

Tft cany out opefAtiowl cofmpojidcace, w make coatacta witt> S.O.MiO. find 
OvcrtccfS, to provide the Buysf aU reccK’cd toforetsTion ccnccmitig the 
tUlflUffiCQt of Aijiv«ujcAt, - 

. . l,3Bi^ef-Uijd«n«ka*tocloihafoU<ywra0r. . ... 

- to buy 2, 000, 00ft hUs yl'Klrtcuk sU altefCttwlto the S»M«r aad lift on 
accepted date of Sejrtao’iber 2*^, 2001, fbr destkiation North Ajrurrica. 

To.id''«autnm«tion witlithefjUinformjiiionoftbev«peI,herl6chnicul 
■ pettuaeters.-hftr final deetifittioB, laycaa* etc. - - • 


Permantat Subcommittee on Investigations 

PSIStaffRg^VZ^-FNl^ 
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FROM : GP/UQ MPCHIHOIMFORT MPRKETING FH>£ NO. : 2441168 Aug. 20 2001 10: 49AM 

^08-i6“2^1._^_09-’36W __FP£iN_ • ____ Ui 0il709B242123i P,03 


- To isRutt 10 days prior to the taycsn dine a I^er of Credit covcrtiig the total 
valna of (Lft (Wide oO rn he io strict coufonaity with the provisions of 

tlte Coptrtwt signed between the SeHer and S.O.M.O. The Boyifr aJwH open a 
Letter of Oedit at its own exptase and Mcouot 

" To lift and »«B the quantity allotted lo the Saliaf in die iritensatiyual oil fflarkat 
in fVarjie of ajlotted quota itricUy in aecordonce with the Contract concluded 
bsTweasm S.O-M.O. and the Seila* and the provisions of the l/.N. prograa, 

1.3 Ail other lemis aod condiriom where not in conflict with this Agency 
Agreement shall be in tocordanoe witli coitespoiailTig SOMO - St^e 
Ent«pric« Foreign EconomTC Assodation “Machimropon** eomracts, - 
Demuiragc, ?f, at^, will b* paid if SOMO accept c and upon rccclpi; of fishdi; 
from SOMO, otherwifto no respoftsihllfty for demunasB will bo due from 
SeHew. If any other cicpeoarw arise in cohnoction with friifUJmant of the 
pnKWw A^eemcnt at not confiimed and paid by SOMO, they will be for 
Buyfcn’ account. 

2. Prtce 

2.1 Offrteiel aching price of fi.O.M.O. fbrcorreapouiling destiontlon with AJP.L 
eacalah' Wdc-cs^arion elective for moulU of dolivNy plus US Dollars O.dO 
per Birt hoirel. 

2.2 Pf^eut: Payment inside Leiiar of Credit shall be made by Buyer is the Euius 

ta foU vwitK.sm dJo'yo'w.f, ftMniy;.i'/Titntaiclaim or othfff dedUCtiOb 

■wiiKm tliiity (30) day-i from Bill of Ladmfl dlue (BA, d*t« intjliided). 

3.3 Payrrenti of US DoHwa 0.40 per net Bill of L*(3me bttircl to be paid outside 
I.«ter of Credit a. (ajrtryotcd by tbo Selim* value 30 doy. fVofts the Bill of 
Ladine dale (B/L dare ” day one) ejabst receipt of conaciereial Involee. 

3.4 If the Buyer for Kmie reawn delay, peyroenl of the imimiot due outside Lettm 
nf Credit nipulotol in Article 2,3 hoe ebove, tbo Buvapeyj Uje Selita a 
penalty in the aroouru of oik percent of the rota! amoyot due for aaoh day of 
the delay. 

3. yowte-MeJeure, 

3*.! The perte. shell not be icS 5 »aHbl» for (iilute to fulfill their nontraetual 

obUgoioits in wtole or-paitially except the peytnetK for the goodj already 

detlvwad. If siKh Mure Is tbe resuH of rotco-MajeUn: eircmnjtinMS. . 
supulated in the contraet between tie Seller atxl S.O.M.O. computy. 


4. Lew and Jurtodlclica. 




SNT 024277 

SNT 024277 



425 


rnucw; iiu. ■ ci'+mii 


00 - 16 - 2(^01 GStSSW FROH 


Hug. iifel) lkj; 4 yH'! Kai 


TCI i:^n 709524 ?.' 123 l P .01 


4.1. The Present A^reetccKir !s madetader, end ahiOl be governed by and be 
eocsirued ia all respects in tocOfdanoe udtb the Ijwvs of Swede*. 




4.2 All the disputes and claims oonoemlnfi and'or h coimbctiun with the Prcscui 
AfS’Mmem or iK violatioa ortcnniiwbon or ibe Agivemoro -wiil become 

meSfeettve to b? isolvcd by Parties by nejotiarions. 

4.3 Should pDities fti] to aijree by uegotiaticttis, then Huiy dispute cn cladms 

ert’oing out of the Ftetent Agreement sHaJl b« fenAlIy iwtfled by the 
lottmaiOflai j^Hwsion Court of Stodcholm, mml shall be examined 

. in iOOonirace vdth the atat<da1 W Bzid reguUllomi in 

4.4 Tho iftnguegfc of the arbitration iBEnglieh. 'I'lie award oflho mbltration is 
ftnel and blading on both p«Ttie4. 

5. Vfi{ittityftndtcmiiaftfl«nofth«AsreetteBL 

5. 1 The Ptesent Aawn\eal beccimej &om die date it is signed and shall 

be in force unm the parties fulfill fheir obHgations. 

5.5 The Present ARreemeui shall be null and void upon muloal written BgreemerU 

bfthbPtftiias, 

6 . MlteellaoMus. 

6.1 Lifting of oil under the Proaent Ajrccmcui is necepti^d by s.o.M.O. to load on 
Soptenxbcr 2*^f 2001 on v^siel M^T “Amaron Eaglc*’/Sub. 

6.2 Neither Party iscntliled to tnuiftftiritsrigMi find obligatiom howundcr to the 
third Piuiy vdthow tlw other party's iwittw contiw xhenrte. 

5.5 All Amendments and Suppiemeots to die Pwrsent AfToemoRt $rc valid only if 

they' an made Ifi writing find signed by bodi Puhos. 

AH Appendices, end Addenda hesoto maltc p*rw of the Present 

-Agrettffltflt 

6.4 After signing the Present Agreement all precediog negoiiaiions unU 
correspondence between the Parelea ehalJ be deemed null ond void. 

(q case of tccrgaidifitiott of tht^ juridical porsoa,- ciGicr of tfao Pajtiw of Ojc” “ 

Preaew Agtccment. <dJ the K^ta axid KabllWes to be tremfrtwd to 

cbcrespoodlng sucooitcrr. 


6.6 Tho fteseni Agrwauent is signed to two ongjaali in Eoglish, one origliuJ for 

each Party, both originilJbdltteoqufillygwhentic. 
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0B--'18-S001 05i42'Al'1 FROM 
3.7/OS ‘OriSsflB FAX 242 382 '•^33 


70 

Qlh MSSAU 




6.7 TO COTBr&ctKo. M/10a9 s5g»»cl tiifi Seller and 8.O.M.O. will ^brm 

aa ktcgraJ pon of th« Agreement and sMJ be the basus of cooparaxion 

betvi«en t!hi Picrtiea. 


7i SpecUlCenclltioBi. 

7. \ SeUcr waaants tjiat the cnide oU sold to fb* Buy«- pnrstumt w tlds Agreemect 
waa obtained pursuA4it to all necessary approvals and in accordance tvith nil 
applicable proesduyM of the United Nfttkiae (C?-N.) resolution* 986 and (he 
-U.N. Sflctirity Ct^cil Cornmittee eatablUbcd by SCR 661 (1 990). Seller ttlso 
That the pmvinons of ftll appHctblr U.N. resoWu'oftsTaave been 

complied wi^, incKvJing, wltbotit limitstion, SCR 986 <1995), SCR 11 U 
(1997). SCSI 1143 (1997) aad SCR661 (1990). 

7.2 Seller specifically xwjnants that no stucharga or oiber payment was made to 
S.O^.O. by the Seilftr, or to the Sdler’K knowledge ^ any third party, 
outside the U.N. mciow necOunt tn obtaiftiug vlw crude oii sold to ihe Buyer 
htnetmder. 

7.3 Sellw shall previd* Buyer a copy of the U.N. Certification, U-N. appointed 
Inspectof j CcnidcKtc and the Certifiwte of Origin upon vessers d«pajxur« 
frein the loed pod and as soon as S.O.M.O. provides the required papers, 


THESELLHR 


THE BUYER 

J3AYOIL SUPPLY & IKAPINO 

. LIMITED 






SNT 024279 

SNT 024279 
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05-21-2031 06;lSAt'1 FROf-l 


TO 


713224810: 


FROn : GF'.-'UO mCHINOIMPORT flflRKETlNG PHOhC NO. : 2441160 


Sep. 21 2001 


STATE ENTERPRISE FOREIGN ECONOMIC ASSOCIATION 
MACHINIMPORT 


COMMERCIAL INVOICE NO 50*06ai/720n/M/10/19/B-K-l DATED 21.09.01 


TO! BAYOIL SUPPLY & TRADING LIMITED 
P.O. BOX CB 32918 
NASSAU BAHAMAS 


further TO OUR CONTRACT DATED AUGUST 14, 2001 


\^SSEL NAME: 

ByL DATE: 

LbADPORT; 

GRADE: 

ORIGIN: 

QUANTITY; 


M/T "AMAZON EAGLE” 
SEPTEMBER 3, 2001 
CKYHAN, TURKEY 
KIRKUK CRUDE OIL 
IRAQ 

2,098,421 NET US BARRELS 


BALANCE AMOUNT DUE NOT COVERED BY 
LETTER OF CREDIT NR. 1X00119030038247 

USD 839,368.40 


PAYABI.E VALUE : 20 DAYS FROM BILL OF LADING DATE OR TWO 
BANKING DAYS FOLLOWING RECEIPT OF INVOICE AS FOLLOWS: 


Permanent Subcommittw on In vCTtiEaliflns 

PSI staff Rpt (VZ) - FN 162 


P.02 

;:12PM P01 


SNT 024344 

SNT 024344 
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BAYOIL 


TO: 

Machinoimpoit State Enterprise 


Foreign Trade Association 

ATTN: 

Mr.Sergei Valentinovich Tumanov 

FAX: 

01D7095-244-1093 

FROM: 

Bayoii Supply & Trading Limited 

DATE: 

September 21, 2001 

REF: 

M/T “Amazon Eagle” - Invoice No. 50-0601/7201 i/M/10/19-/B-K-l 


Dear Sirs; 

In follow up to your invoice received today, please be advised our bank will not allow us 
to transfer funds to any account name other than whom we have contracted the barrels 
from. 

Please advise if we can forward funds to the bank account as per your invoice 
instructions with Machoimport noted as beneficiary? 

Your prompt reply will be greatly appreciated in order to effect payment. 



Ludmil Dionissiev 

For and on behalf of 

Bayoii Supply & Trading Limited 


3AY011 SUPPIY & TRADING IIMITED 


PO. BOX 08129 18 NASSAU BAHAMAS 242 362 473! 


Perm8PeD« Sybcemmittee on Investigations 


FAX: 712 362 6233 TlX 20623 


SNT 024353 

SNT 024353 
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10-04-2001 07; 23PM FROM 


TO 


FROM : MPSH I W IMPORT 


NO. : 937731S 


7132248101 P.01 

OCT. 04 2001 ll:2ePM Pi 






STATE ENTERKUSE 

foreign economic association 

f?Rl09017,M<5scow.Boi3hey*Ordynfc8St..40>3T«Wic«1,sBC.«B..*MACHlNQlMPOm’» T^i. 244-33-OS. Tl»I*x:41l25i. Pax; 244-3S-07 


on No from « ,» _ 198 


INVOICE 

50-0601/7201 1/M/10/19-/B-K-1 


Ref. Agency Agreement 50-0601/72011/M/I 0/1 9-/B-K 
Dear Mr. Dionissiav, 

In compliance with our Agency Agreement you are kindly requested to 
URGENTLY transfer the sum of US Dollars 839.368-40 to the following 
account: 

Beneficiary - MACHiNOIMPORT 

Account No. 070 - 33 - 065124 

With Cyprus Popular Bank Ltd 

11-13 Arch Makarios III Ave., Nicosia, Cyprus 

SWIFT - UKICY2N 

Attn. Mrs. Rena Adamides 

Payment "Amazon Eagle”. 

Your prompt actions will be highly appreciated. 

Best regards, 

S.Tumanov 
First Vice President 
MACHINOIMPORT 



Bayuil-PhasalO-KirKyK 


A-e? iT 4-S ^.S 


Permanent Subcommittee on Investigations 


PSIStaffRg^VZ^-FN^ 


TOTnu p.ai 


SNT 024345 

SNT 024345 
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BAYOIL 


TO; 

BANQUE CANTONALE VAUiXlISE, LAUSANNE 

ATTN: 

CEDRIC SOGUEL 

FAX: 

01 1-41-21-212-2581 

FROM: 

BAYOIL SUPPLY & TRADING LIMITED 

DATE: 

OCTOBER 4, 2001 

RE: 

Mfr “AMAZON EAGLE”- V-50166 


DEAR CEDRIC: 

BAYOIL HEREBY AUTHORIZES THE FOLLOWING NET PAYMENT BY DEBIT TO OUR 
ACCOUNT WITH VALUE OCTOBER 5, 200L 

AMOUNT: US$839,368.40 

BANK; CYPRUS POPULAR BANK LTD 

11-13 ARCH MAKARIOS III AVENUE 

NICOSIA, CYPRUS 

ATTN; MRS. RENA ADAMIDES 

SWIFT; LIKICY2N 

ACOUNTNO. 070-33-065124 

CREDIT: MACHINOIMPORT 


THANK YOU AND REGARDS, 

DAVID B. CHALMERS, JR. 

FOR AND ON BEHALF OF 

BAYOIL SUPPLY AND TRADING LIMITED 


SA'r'Oll SUPPLY & TRADING LiMiTED 


PO BOX 3 NASSAU BAH^MAS 2^2 362<>73i 


Permanent Subcommittee on Investigations 

PSIStaffRg^VZ^^FN^^ 


2d2 362 4733 RX 20644 


SNT 024343 

SNT 024343 
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5. OCT, 200 1 1 6:58 BCV- IKT. TRADE FIN. +41 21 2122581 
A BAYOIU 


-8233 ^ ] 


Pa' 
X098 


i_Slaiae; ui-.-tled 


APFICHBE KSSSAOE SWIFT SORTIE 


05.10.01 16:55 


PRESSER ENTER POUR CONTINUER 


TYPE MESSAGE SWIFT MT103 SINGLE CDTOMER CREDIT TRANSFER 

REFERENCE 4625704924012780 


EMSTTEUR 


BCVLCH2LXXX 

BANQUS CANTONALE VAODOISB SIEGE 
1002 LAUSl^E 


RBCEPTEUR 


LIKICY2NXXX 

CYPRUS POPULAR BANK LTD, THE 
NICOSIA / LBFKOSIA 


NO MESSAGE 
ETAT 

DATE/HEURE CREATION 
DATE/HEDRE EMISSION 
REFERENCE EN RELATION 
ORIGINS INTERNS 


2795614924,01,278 

AC 

05. 10.2001 11:55:41 

05.10.2001 12:09:00 

TP 


F12=QU1T 


/) M 1^. 





Date: 05.10.2001 Time: 16:55:29 




Permanent Subcommittee on Investigations 

PSIStaffRg^VZ^-FN^ 


SNT 024340 
SNT 024340 
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5. OCT. 2001 16:58 BCV INT. TRADE Fill. t4t 21 2122581 

Pagp i 1 P ocru meTiit N ame; un, .cled 

X098 APPICHER MESSAX^ SWIFT 

POUR CONTINUER PRESSER ENTER 

TYPE MESSAGE SWIFT MT103 SINGLE CUT<»«ER CREDIT TRANSFER 

20 TRANSACTION REFERENCE NUMBER 4625704924012780 

23B BANK OPERATION CODE CRBD 

32A DATE/PRICS OR CURRSNCY/AMOUNT 011005USD839368 , 4 

33B CURRENCY/ INSTRUCTED AMOUNT USD839368,4 

36 EXCHANGE RATE 1, 

5 OK ORDERING CUSTOMER BAYOIL SUPPLY ET TRADING LIMITED 

THCMflPSON CO . , SASSOON HOUSE 

NASSAU 

BAHAMAS 

53A SENDER CORRESPONDENT CITIUS33XXX 

59 BENEFICIARY CUSTOMER /O7033 065124 

MACHINOIMPORT 

71A DETAILS OF CHARGES OUR 

72 SENDER TO RECEIVER INFORMATION /ACC/ATTN MRS RENA ADAMIDES 


PAGB/CSR PAGE 

F07*=PREV PQ8-NSXT P12=0U1T LINES 1 TO 14 OF 14 


N58233 P. 2 

05.10.01 16:55 


Date: 05.10.2001 Times 16s55$35 


2/Z 


SNT 024341 

SNT 024341 
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200 




VICE PREMIER-MINISTER 
OF THE REPUBLIC OF IRAQ 
MR. TARIQ AZIZ 


To His Excellency, 

Dear friend, 

Thank you very much for your time and iindeniabic at the developing our 
cooperation. 

I would like to confirm that I have a cooperation with the company 
“LUKOIL ASIA -PACIFIC PTE LTD” during die next phase of the United 
Nations oil-for-food agreements. 

Next allocation for this phase of 2001, in an amount of 4 million barrels of 
oil should be a.ssigiicd to “LUKOIL ASIA PACIFIC PTE LTD” for the 
contracting and lifting. 



telB-llrilt Subcoinmi»>. on |nvK,ip.,i„„. 


WIVI000023 
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STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/10/ 


Permanent Subco mmittee on Investigations 

PSI Staff Rpt fVZ^ - FN 169 
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8. Payments to SELLER under SUB Article 5-5 and Sub Article 6-7 of 
Section Two, and any other Payments or awards under Article Thirteen of 
Section Two, are subject to the approval of the 661 Committee. 

9. This Contract shall be subject to SCR 986, SCR 1111, SCR 1143 SCR 

1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, SCR 1330, SCR 
1360, the Procedures and the Memorandum of Understanding between the 
Secretariat of the United nations and the Government of Iraq on the 
implementation of SCR 986 (United Nations document S/1996/356, dated 
20 May 1996), 


ADDRESSES: 


ARTICLE TEN 


In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses below:- 


FOR SELLER: 

STATE OIL MARKETING ORGANIZATIOM 
P.O.BOX 5118 
BAGHDAD -IRAQ 

TELEX ; 212198-212199 SOMO IK 

TELEPHONE; 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX ; 964-1-885392S 


FOR BUYER : 

LUKOIL ASIA PACIFIC PTE LTD 

65 CHULIA STREET, #48-07, OCBC CENTRE, 

SINGAPORE 049513 

TEL; 423 1311 

FAX; 438 5335 

TLX; LUKOIL RS20804 

FOR OVERSEERS 

UNITED NATIONS, NEW YORK, U.S.A. 

FAX ; 212-963-1628 


All other terms and conditions as per (Section Two) General conditions of 
F.O.B. crude oil sales contract and attached appendices 1 & 2 . 

This Contract has been done and signed on the 26™ day of August , 2001. 


FOR SELLER 






SADDAM Z. HASSAN 
EXECUTIVE DIRECTOR GENERAL 
SOMO 



FOR BUYER 




PIERRE WAVRE 
DIRECTOR 


10 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KHl/12653 

Ministry of Oil Date: 08 Jumada I, 1422 H 

State Oil Marketing Organization (State Company) Equivalent to 08/27/2001 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 13331 
Date: 08/27/2001 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the allocations statement, a contract has been signed with the Russian company Lukoil Asia 
(on behalf of Mr. Zhirinovsky) as per the following terms: 

1- Number of Contract: M/10/67 Date: 08/26/2001 

2- Name of Company Buyer: Lukoil Asia Russian company 

3- Nationality: Russian 

4- Quantity: (4) million barrels divided as follows: 

(2) million Barrels of Al-Basrah light cmde oil FOB Al-Bakr terminal 
(2) million Barrels Kirkuk crude oil FOB Ccyhan terminal 

5- Destination of Crude Oil: Europe and / or America 

6- Pricing Formula: As per the rate in effect of Kirkuk and Al-Basrah light crude oil for the aforesaid 
destinations 

7- Validity of Contract: From 08/26 till 1 1/30/2001 

8- Estimated Value: (92) million Euros based on an estimated rate of S20/barrel 

9- Surcharge: Payable within one month of loading 

For your review and approval, please. 

Regards, 

/ 

/ 

Saddam Zeben Hassan 
Executive Director 

(Miscellaneous signatures) 

For the Approval of Minister 
I approve 



09/03 


Permanent Subcommittee on Investigations 

PSIStaffRg^V^i^^FN^ 
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In the Name of God, Most Gracious, Most Merciful 

To: The Financial Department No.: KHl 

From: Crude Oil Marketing First Department Date: Jumada Al-Akhira, 1422H 

Equivalent to 08/27/2001 

RE: Contract M/10/67 with Lukoil Asia Company (Mr. Zhirinovskvl 

A contract has been signed on 08/26/2001 to supply the aforesaid buyer with crude oil as 
per the following details: 

1 - Name of Company Buyer: Lukoil Asia Pacific 

2- Validity of Contract: Until 1 1/30/2001 

3- Quantity and Type: (4) million barrels divided as follows: 

(2) million Barrels of Al-Basrah light crude oil FOB Al-Bakr terminal 
(2) million Barrels of Kirkuk crude oil FOB Ceyhan terminal 

4- Destination of Oil: Europe and / or America 

5- Pricing Formula: As per the standard price of Kirkuk and Al-Basrah light crude oil 

for the aforesaid destinations 

6- Approval of United Nations: S/AC.25/2001/OrL/ 1360/COMM 

7- Address: 

LUKOIL ASIA PACIFIC PTE LTD 

65 CHULIA STREET, #48-07, OCBC CENTER 

SINGAPORE 049513 

TEL: 0065 423 1311 

FAX: 0065 438 5335 

TLX: LUKOIL R20804 

8- Point of Contact: Mr. Pierre Wavre 

9- Pajment and Other Terms: As per the unified formula of crude oil supply contract 
andUC 

Please take note and act accordingly. 



Saddam Zeben Hassan 
Executive Director 


Abd-al-Jalil Hammadi 

Head of Oil Marketing First Department 


Permanent Subcommittee on Investigations 

PSI staff Rpt (VZ) - FN 173 
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Permanent Subcommittee on Ipycstigations 


PSI staff Rpt rvz) - FN 174 
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02/11 01 FRI 17:53 FAX 65 438 5335 LUKOIL ASIAPAC 


®001 


FROM : LUKOIL ASIA PACIFIC PT2 LTD, SIMGAPOEIE 

TO : BAYOIL SUPPLY AND TRADING LIMITED 

TLX : 20644 

FAX : 1 713 224 8101 

CC : BNP PARIBAS (SDISSS) SA 

ATTN : GINA GRECO / CHRISTINE GENILLOUD 

TLX : 412100 

CC : LUKOIL SA 
ATTN : NEIL MAJSKI 


RE : M/T ''LICORNE PACIFIC' - B/L DATED 10.10.2001 AT CEYKAN, 
TOBLKEY 

1,908,566 NET US BBLS OF KIRKUK CRUDE OIL 
CONTRACT DATED JULY 20, 2001 
O/REF, SC-004-01S 


PLEASE FIND HEREAFTER OUR TELEX INVOICE COVERING THE ABOVE 
MENTIONED DELIVERY. 

QUOTE 

LUKOIL ASIA PACIFIC PTE LTD 
65 CaULIA STREET, HEX48-07 
OCBC CENTRE 
SINGAPORE 049513 


BAYOIL SUPPLY AND TRADING LIMITED 
PO BOX CB 12910 
NASSAU BARRMAS 


INVOICE NO SC-004-01S DATED NOVEMBER 01,2001 


PRODUCT KIRKUK CRUDE OIL, FOB CEYHAN TURKEY 

SHIPMENT M/T "LICOBNE PACIFIQUE" B/L DATED 10.10.2001 
FOB CEYHAN 

TERMS FOB CEYHA.N 

B/L QUANTITY 

259 '684. 782 MT GROSS 5/L 
259 '609. 107 MT NET B/L 

API 33.02 1'908’566 NET US BARRELS 


FULL PRICE CALCULATION : 

SOMO OFFICIAL PRICE: 

LESS API VARIATION 

PLUS CONTRACTUAL PREMIUM 
FINAL PRICE FOB CEYHAN 


USD 15.723 PER US BBL 

- USD 0.29 PER US BBL 

USD 16.433 PER OS BBL 

+ OSD 0.03 PER OS BBL 

USD 15.463 PER US BBL 


TOTAL AMOUNT DUE FOB CEYHAN USD 29' 512* 156.06 


Permanent Subcommittee on invesHgations 

PSIStaffRgt^VZ^-FN477 


SNT 024241 

SNT 024241 
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02/11 01 FRI 17:53 FA2 65 438 5335 


LUKOIL ASIAPAC 


21002 


PAYMENT IN IMMEDIATELY AVAILABLE FDNDS, WITHOUT SET-OFF, DEDUCTION 
AND/OR COUNTERCLAIM : 30 CALENDAR DAYS FROM BILL OF LADING DATE 
(B/L DATE TO COUNT AS DAY ONE) AS FOLLOWS 


LTD 

GENEVA 


A) USD 29*454 '899. 00 CONVERTED IN EURO BY USING 
THE EURO/US EXCHANGE RATE AS PER SC»40*S PAYMENT 
FORMULA PER L/C NO LCIM 2196042 OPENED BY RNP 
PARIBAS (SUISSE) SA GENEVA IN FAVOUR OF THE UNITED 
NATIONS . 

B) USD 57'256.98 TO BE PAID TO LUTOIL ASIA PACIFIC PTE 
ACCOUNT NO 79739/lN WITH BNP PARIBAS (SUISSE) SA, 
ATTN MS GINA GRECO. 


DUE DATE ; 00.11.2001 


PLEASE CONFIRM PAYMENT WITH GOOD VALUE ON DUE DATE 

BEST REGARDS 

LUKOIL ASIA PACIFIC PTE LTD 
VICTOR LIM CHRISTOPHE MILLET 


SNT 024242 
SNT 024242 
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i2:3SPM Bayoil Supply & Trading, Ltd. 

07/,»04 Transaction Detail By Account 

VicrutiBMi* January1995thr(MJgh December 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

Spin 

Amount 

Balance 

QroM Sales 

Sales - Oil Products 

Deposil 11/13/2001 

Deposit 11/16/2001 

Deposit 11/19/2001 

Deposit 11/20/2001 

REV 

REV 

REV 

REV 

VALERO MARK... 
VALERO MARK... 
EOUIVA 

VALERO MARK , 

L.PACIFIQUE-3 

L.PACIFIQUE-3 

L.PACIFIQUE-3 

L.PACIFIQUE-3 

V-50165 

V-5016S 

V-S0165 

V-K3165 

BNP Panba... 
BNP Panba... 
BNP Par'iba.. 
BNP Pariba... 

7,678,190-25 

7,880,197.79 

7.819,569.81 

7.914,054,16 

7,678.190.25 

15,558,368,04 

23.377,957.85 

31,292,012.00 

Total Sales • Oil Products 






31.292,012.00 

31,292,012.00 

Total Gross Sales 







31,292,012 00 

31,292,012.00 

Cost ot Sales 

Exchange gairVloss 

Check 11/8/2001 

PURCH 

UNRED NAT10.. 

LPACIFiaUE-3 

V^165 

BNP Pariba . 

-14,909 16 

-14,909.16 

Total Exchange gaiiVloss 






-14,909 16 

-14,909.16 

Crude Purchases 

Check 

Check 

Check 

Gsrteral Journal 

10/30/2001 

11/8/2001 

11/8/2001 

11/30/2001 

PUR 

PURCH 

PURCH 

Je-Cfc-03 

PLASCO SHIPP... 
LUKOIL PETRO . 
UNITED NATIO... 
Accrual 

L.PAClFtQUE-3 

L PACIFlOUE-3 
L.PACIFIQUE-3 
A. Gamma-? 

V-50165 

V-S0165 

V-S0165 

V-50165 

Cash-CAI 

BNP Panba... 
BNP Pariba. . 
Accounts R... 

-572,569.80 

-57,256.98 

-29,550,327,38 

-130,000.00 

•572,569.80 
-629,826.78 
•30,180,154 16 
•30,310,154 16 


Total Crude Purchases 


-30,310,154.16 -30,310,154,16 


IrrterflBt 

Check 

Check 

Check 

Check 

Check 

Check 

Check 

Chock 

Check 


10/19/2001 LOAN 

10/19/2001 LOAN 

11/5/2001 LOAN 

11/8/2001 LOAN 

11/8/2001 LOAN 

11/13/2001 LOAN 

11/16/2001 LOAN 

11/19/2001 LOAN 

11/20/2001 LOAN 


FIXED TERM A . 
FIXED TERM A,.. 
FIXED TERM A .. 
FIXED TERM A.,. 
FIXED TERM A... 
FIXED TERM A. . 
FIXED TERM A... 
FIXED TERM A... 
FIXED TERM A... 


L.PACIFIQUE-3 
L PACIFlQUE-3 
L.PACIFIQUE-3 
L.PACIFIOUE-3 
LPACIFIQUE-3 
L,PACIRQUE-3 
L,PAClFlQUE-3 
L,PACIFIQUE-3 
LPACIFIQUE-3 


V-50165 

V-50165 

V.50165 

V-50165 

V-50165 

V-S0165 

V-&0165 

V-50165 

V-50165 


BNP Pariba,,. 
BNP Panba 
Cash-CAI,. 
BNP Pariba 
BNP Pariba 
BNP Panba,. 
BNP Panba 
BNP Panba,, 
BNP Panba., 


-1,290.67 
•182.09 
-539.39 
-2.960.00 
•788.67 
• 13.537.85 
-6.418.66 
-4.494.00 
-816.33 


-1 ,290 67 
•1,472.76 
•2,01216 
•4,972.15 
•5,760.82 
•19,298 67 
•25,717.33 
•30,211.33 
•31 ,027.66 


Total Interest 


-31,027.66 -31,027.66 


Inepectlon 


Check 

10/24/2001 

INSP 

OIL iNSPECTtO, 

L PAClFIOUC-3 

V-50165 

BNP Pariba... 

-802 40 

-802.40 

Check 

11/7/2001 

FRGHT 

SSS CSI 

LPACIFIOUe-3 

V-SOtfiS 

BNP Panba. . 

-900.00 

•1 ,702 40 

Check 

11/7/2001 

FRGHT 

SGS CSI 

LPAClFlOUE-3 

V-S0165 

BNP Panba. . 

■900.00 

-2,602.40 

General Journal 

11/30/2001 

Je-Ck-09 

Accrual 

L P8CiliC-3 

V-50165 

-SPLIT- 

-25.fXXI.00 

•27,602.40 

Cheek 

4/10/2002 

INSP 

OIL INSPECTIO... 

L.PACIFIQUE-3 

V-50165 

BNP Panba.. 

-5.936.89 

■33.539 29 

Cheek 

9/19/2002 

INSP 

INSPECTORAT... 

L.PAClFIOUe-3 

V-$0t65 

BNP Panba . 

•1,957.09 

•35,496.38 

Check 

9/19/2002 

INSP 

INSPECTORAT., 

L PACIFlQUE-3 

V-S0165 

BNP Panba 

-1.616.83 

•37,312 21 

Cheek 

9/19/2002 

INSP 

INSPECTORAT... 

L.PAClFlClUe-3 

V-501te 

BNP Panba... 

-2.040 25 

-39,352.46 

Cheek 

9/19/2002 

INSP 

INSPECTORAT... 

LPACIFlOUE-3 

V-50166 

BNP Panba 

-831.60 

-40,184.06 

Check 

9/19/2002 

INSP 

INSPECTORAT 

L.PACIFIQUE-3 

V-50166 

BNP Panba. . 

•1.11260 

-41,296.66 

Qereral Journal 

Total Inspection 

9/30/2002 

Je-C09-2i 

Reverse Accrual 

U P»cific-3 

V-501te 

Estimated . 

6.457 98 

•34,838.68 

-34,838.68 

•34.83~8.68 

Insurance 

General Journal 

11/30/2001 

Je-Ck-09 

Accrual 

L P8Cific-3 

V-5016S 

Inspection 

■20,000.00 

-20,000.00 

Check 

1/3/2002 

INS 

CRAIG FERGU... 

L.PAClFlOUE-3 

V-501^ 

BNP Pariba . 

■22,045.69 

-42.045.69 

Check 

3/25/2002 

INS 

CRAIG FERGU... 

L.PACIFIQUE-3 

V-50165 

BNP Panba . 

-2,593.88 

•44,639.67 

General Journal 

Total Insurance 

3/31/2002 

Je-Ck-08 

Reverse Accrual 

L Pac<f>c-3 

V-50165 

Estimated ... 

20,000.00 

-24,639.57 

•24,639 57 

-24,639.57 

L/C Chargee 

Check 

Tola! L/C Charges 

10/6/2001 

LC 

UNITED NATO 

L.PACIFIOUE-3 

V-501« 

BNP Panba... 

-46,696 40 

-46,696.40 

•46,696.40 

-46,696.40 

Freight 

Check 

9/27/2001 

FRGHT 

UCORNE PACI - 

LPACIFIQUE-3 

V-S0165 

BNP Panba... 

-763,164.20 

■783,164.20 

Check 

9/28/2001 

FRGHT 

NATWEST OFF . 

LPACIFIQUE-3 

V-50165 

BNP Panba... 

■1,000.00 

•784,164,20 

Check 

10/5/2001 

FRGHT 

LICOHNE PACI... 

L PACIFIQUe S 

V-50165 

BNP Pariba 

-495,996.90 

•1,280,161.10 

Deposit 

10/15«X31 

CREDIT 

NATWEST OFF, 

L.PACIFIOUe-3 

V-50165 

BNP Panba... 

990.00 

•1,279,171.10 

Check 

10/17/2001 

FRGHT 

BOUTROS MA: 

L PACIFIQUe-3 

V-50165 

BNP Panba... 

-201 ,662 00 

• 1,481,053.10 

Check 

10/26/2001 

FRGHT 

SHELL MARINE... 

L.PACIFIQUE-3 

V-501» 

BNP Panba . 

-634,685.42 

-2,115,738.52 

Check 

1 1/8/2001 

FRGHT 

UCORNE PACI... 

LPACIFIQUE-3 

V-601K 

BNP Panba... 

•175,998.90 

•2,291,737,42 

Check 

11/16/2001 

FRGHT 

CEPSA GIBRAL... 

L PACIFIQUE-3 

V-501M 

BNP Pariba... 

•741,089.91 

•3,032,827.33 

Deposit 

11/30/2001 

FRGHT 

UCORNE PACI... 

L.PACIFIOUE-3 

V-50165 

BNP Panba... 

965,536.68 

•2,067,290.65 

Check 

12/32001 

FRGHT 

UCORNE PACT... 

L.PACIFIOUe-3 

V-50165 

BNP Pariba... 

•326.00 

-2,067,615.65 

Check 

3/11/2002 

FRGHT 

LICORNE PACT... 

L.PACIFIOUE-3 

V-60166 

Banque Bru... 

•5,553.05 

-2,073,168.70 

Check 

4/12/2002 

FRGHT 

SGS CSI 

L.PACIFIClUE-3 

V-a)16S 

Cash-CAI ... 

-450.00 

-2.073,618.70 

Check 

6/17/2002 

FRGHT 

BARWIL AGEN... 

LPAaRoue-... 

V-60165 

BNP Panba... 

■1.000.00 

-2.074,610.70 

Check 

11/6/2002 

FRGHT 

BARWIL AGEN. . 

LPAaRQue-... 

V-S016S 

BNP Panba... 

-1,000.00 

-2,075.610.70 

General Journal 

Total Freight 

5/22«003 

FRGHT 


LPACIRQUE-3 

V-S0165 

Prepaid Items 

•230.00 

-2,076,848.70 

-2,075.848.70 

-2,075.048.70 


Page1 
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Oo/ll ’01 FRI 18:59 FAX 65 438 5335 LUKOIL ASIAPAC 


FROM : LUKOIL ASIA PACIFIC PTE LTD, SINGAPORE 

TO : BAYOIL SUPPLY S, TRADING LIMITED 

TLX ; 20644 

FAX : 001 713 224 8101 

CC : BNP PARIBAS (SUISSE) SA 

ATTN : GINA GRECO / CHRISTINE GENILLOUD 

TLX : 412100 

CC : LUKOIL SA 
ATTN : NEIL MAJSKI 


RE : M/T ’ 'ASTRO GAMMA’ ' - B/L DATED 14.10.2001 AT MINA AL BAKR 
1 '833' 253 NET US BBLS OF BASRAH LIGHT CRUDE OIL 
CONTRACT DATED JULY 20, 2001 
0/REF. SC-005-01S 


PLEASE FIND HEREAFTER OUR TELEX INVOICE COVERING THE ABOVE 
MENTIONED DELIVERY. 

QUOTE 

LUKOIL ASIA PACIFIC PTE LTD 
65 CHULIA STREET, HEX48-Q7 
OCBC CENTRE 
SINGAPORE 049513 


BAYOIL SUPPLY AND TRADING LIMITED 
PD BOX CB 12918 
NASSAU BAHAMAS 


INVOICE NO SC-005-01a DATED NOVEMBER 06,2001 


PRODUCT 8ASPAH LIGHT CRUDE OIL, FOB MINA AL BAKR 

SHIPMENT M/T ''ASTRO GAMMA’’ B/L DATED 14.10.2001 
FOB MINA AL BAKR 

TERMS FOB MINA AL BAKR 

B/L QUANTITY 

254 '481. 661 MT GROSS B/L 
254 '117.702 MT NET B/L 

API 30.40 1'833’263 NET US BARRELS 

FULL PRICE CALCULATION ; 


SOMO 

OFFICIAL PRICE: 

USD 

14.225 

PER 

OS 

BBL 

LESS 

API VARIATION 

- OSD 

0,36 

PER 

US 

BBL 



USD 

13.865 

PER 

US 

BBL 

PLUS 

CONTRACTUAL PREMIUM 

+ OSD 

0.03 

PER 

OS 

BBL 

FINAL PRICE FOB MINA AL BAKR 

USD 

13.895 

PER 

US 

BBL 


TOTAL AMOUNT DUE FOB MINA AL BAKR OSD 25 ' 473 ' 189. 39 


PAYMENT IN IMMEDIATELY AVAILABLE FUNDS, WITHOUT SET-OFF, DEDUCTION 
AND/DR COONTERCIAIM : 30 CALENDAR DAYS FROM BILL OF LADING DATE 
(B/L DATE TO COUNT AS DAY ONE) AS FOLLOWS 

A) OSD 25' 418 ' 191. 50 CONVERTED IN EURO BY USING 


SNT 024997 
SNT 024997 



450 


OJ/IL '01 FRI 18:59 FAX 65 438 5335 LUKOIL ASIAPAC 


@002 


THE EURO/US EXCHANGE RATE AS PER SOMO’S PAYMENT 
FORMULA PER L/C NO LCIM 2196355 OPENED BY BNP 
PARIBAS (SUISSE) SA GENEVA IN FAVOUR OF THE UNITED 
NATIONS. 

B) USD 54 '997. BP TO BE PAID TO LUKOIL ASIA PACIFIC PTE LTD 
ACCOUNT NO 79739/lN WITH BNP PARIBAS (SUISSE) SA, GENEVA 
ATTN MS GINA GRECO. 


DUE DATE : 13.11.2001 


PLEASE CONFIRM PAYMENT WITH GOOD VALUE ON DUE DATE 

BEST REGARDS 

LUKOIL ASIA PACIFIC PTE LTD 
VICTOR LIM CHRISTOPHE MILLET 


SNT 024998 
SNT 024998 
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2:14 PM 
07 / 16 ^ 
Accrual Baalt 


Bayoil Supply & Tn 

Transaction Detail 

January 1995 through 0 


Typa Data Num Nama Mamo 

Qroaa Salaa 

Salaa • Oil Producta 

General Journal 11/30/2001 Je-Ck-03 Various 

Deposit 12/17/2001 REV PACC 

Deposit 12/17/2001 REV CHEVRON 

Check 12/17/2001 REV CHEVRON 

Deposit 12/17/2001 REV CHEVRON Ca. 

Deposit 12/20/2001 REV VALERO htARK 

Deposit 12/21/2001 REV VALEROMARK 

Check 12/27/2001 PYMNT PACC 

GeneralJourrtal 12/31/2001 Je-Ck-33 Reverse Accrue 

Total Sales - Oil Products 
Total Gross Sales 
Coat of Salaa 
Brokar Comm 

Check 3/12/2002 U27 SYNTEXENER 

Cheek 3/12/2002 1427 SYNTEXENER, 

Check 3/12/2002 1427 SYNTEXENER. 

Check 3/12/2002 1427 SYNTEXENER. 

Check 3/12/2002 1427 SYNTEXENER 

Check 3/12/2002 1427 SYNTEXENER. 

Check 3/12/2002 1427 SYNTEXENER 

Check 3/12/2002 1427 SYNTEXENER. 

Check 3/12/2002 1427 SYNTEXENER 

Check 3/12/2002 1427 SYNTEXENER 

Check a/17/2002 1456 UNITED CRUO 

Check 6/17/2002 1456 UNITED CRUO 

Total Broker Comm 

Exchange gairVloaa 

Check 11/13/2001 PURCH UNITEONATKD A.OAMMA-T 

Tolal Exchartge gain/loss 

CriKia Purchasaa 

Cheek 10/30/2001 PUR PLASCO SHiPP 

Check 10/30/2001 PUR PLASCO SHIPP 

Check 11/13/2001 PURCH LUKOIL PETRO 

Check 11/13/2001 PURCH UNlTEONATIO 

GertarBl Journal 11/30/2001 Je'Ck>03 Accrual 

General Journal 11/30/2001 Je<Ck-03 Accrual 

General Journal 12/31/2001 Je-Ck-33 Accoiai 

Tolal Ciude Purchases 

Intareel 

Check 11/13/2001 LOAN FIXED TERMA A.GAMMA-7 

Check 11/13/2001 LOAN FIXEOTERMA... AQAMUA-7 

Check 11/13/2001 LOAN FIXEOTERMA... AQAMMA-7 

GeneralJoumal 11/30/2001 Je-Ck-03 Accrual A. Qamma-7 

Check 12/10/2001 LOAN FIXEOTERMA... A.QAMMA-7 

Cheek 12/10/2001 LOAN FIXEOTERMA. A.GAMMA-7 

Check 12/12/2001 LOAN FIXEOTERMA... A.GAMMA-7 

Cheek 12/17/2001 LOAN FIXEOTERMA... A GAMMA-7 

Check 12/20/2001 LOAN FIXEOTERMA... A.GAMMA-7 

Cheek 12/21/2001 LOAN FIXED TERM A. A.GAMMA-7 

Check 12/24/2001 LOANS FIXEOTERMA... A.GAMMA-7 

GeneralJoumal 12G1/2001 Je-Ck-33 Reverse Accrual A GAMMA-7 

Total Interest 

Inspection 

General Journal 11/30/2001 Je-Ck-03 Accrual A Gamma-? 

Check 3'11/2002 INSP OILINSPECTIO AGAkMA-7 

General Journal 3/31/2002 Je-Ck-12 Reverse Accrual A. Gamma-7 

Check g/18/2002 FRGHT OBC SHIPPING.. AGamma-Z 

Check a/19/2002 INSP INSPECTORAT A GAMMA-7 

Check 9/19/2002 INSP INSPECTORAT... A.QAMMA-7 

Check 9/19/2002 INSP INSPECTORAT... A.GAMMA-7 

Check 9/19/2002 INSP INSPECTORAT... A.GAMMA-7 

General Journal 9/30/2002 Je-C09-18 Reverse Accrual A.Gamme-T 

Tolal Inspection 


A. Gamn«-7 
A. Qamma-7 
A.QAMMA-7 
A.CAMMA-7 
A. Gamma-? 
A. Gamma-7 
A. Gamrna-7 


A.gamma-7 
A Qamma-7 
A.6amma-7 
A.Gamma-? 
A.Qamma-7 
A.gamma-? 
A Gamma-7 
A Qamtiia-7 
A.Gamma-? 
AGamma-7 
A.GAMMA-7 
AQAMMA-7 


A. GAMMA-7 
A.GAMMA-7 
A.GAMMA-7 
A.GAMMA-7 
A.GAMMA-7 
A.GAMMA-7 
A.GAMMA-7 
A.GAMMA-7 
A. GAMMA-7 



V-50173 Accounts R... 26.476.986.66 26,476.966.66 

V-50173 BNPPanba... 8,194,846.65 34,671,833.31 

V-S0173 BNPPaiiba... 6,839,439.44 41,511,272.75 

V-5017a BNPPatIba.. -6,639,439.44 34.671.633.31 

V-50t73 BNPPanba... 6.639,439.44 41,511,272.75 

V.S0173 BNPPariba... 7,065,703.59 48,576.976.64 

V-50173 BNPPariba... 4,376.996 68 52.953.973 32 

V-50173 BNPPanba -25,858.20 52,926,115.12 

V-50173 -SPLIT- -26,476,986.66 26,451,128.46 

26, 451,128.46 26.451,128,46 

26,451,128.46 26,451,126.46 


V-S0173 

Cash -Well... 

-250.00 

•260.00 

V-50173 

Cash -Wall... 

•250 00 

•SOO.OO 

V-60173 

Cash -Well... 

•250.00 

•760.00 

V-50173 

Cash - Well... 

•500.00 

•1,250.00 

V-60173 

Cash Well . 

•300.00 

•1.650.00 

V-S0173 

Cash Well. 

•300.00 

•1.860.00 

V-60173 

Cash Well... 

-300,00 

-2.150 00 

V-60173 

Cash - Well... 

-300.00 

-2,450.00 

V-50173 

Cash Well... 

•300.00 

-2,750.00 

V-50173 

Cash Wall... 

-1,000.00 

3,750 00 

V.50173 

Cash Well... 

-125.00 

-3.875.00 

V-50173 

Cash -Well. 

•500.00 

-4,375.00 



-4,375.00 

•4,375.00 

V-50173 

BNP Pariba... 

•10,742.91 

-10,742.91 



■10,742,91 

-10,742.91 

V.50173 

Cash CAI ... 

-103,630.39 

-103.630.39 

V-60173 

Cash . CAI , , 

-66.799.81 

-170,430,20 

V-50173 

BNP Panba... 

•54,997.89 

-225,426.09 

V.50173 

BNP Panba... 

•25.41B.191.50 

•25.643,619.59 

V.50173 

AccDunts R... 

• 130,000 00 

•26.773,619 69 

V-50173 

Accounts R... 

•250,512.72 

•26,024.132.31 

V-50173 

Sales • Oil ... 

•129,035.96 

•26,153.166.29 



•26,163,166.29 

-26.153,168 29 

V.50173 

BNP Panba... 

•962.60 

•962 50 

V^173 

BNP Panba.. 

•1,717 53 

•2,680.03 

V-60173 

BNP Panba. .. 

■292.36 

•2.97239 

V-80173 

Accounts R... 

-135,000 00 

•137,972.39 

V-50173 

BNP Panba... 

-63.315.00 

•201,287.39 

V-S0173 

BNP Panba.. 

■1,155.00 

•202,442.39 

V-50173 

BNP Panba... 

■4,41734 

-206,859.73 

V.50173 

BNP Panba... 

•11,016 97 

•217,673,70 

V-S0173 

BNP Panba... 

•3,027 44 

■220,903.14 

V-50173 

BNP Pariba 

-694 58 

•221,797.72 

V.S0173 

BNP Panba... 

■1,846.58 

-223.644.30 

V-50173 

Sales - Oil . . 

135,000.00 

-88.644.30 



-88,644.30 

-88,644.30 

V-50173 

Accounts R... 

-35,000.00 

-35,000.00 

V-50173 

BNPPariba... 

-23,709,96 

-56,709.96 

V-50173 

Ughlenng C... 

12,54086 

-46.169.10 

V-50173 

BNP Panba... 

■2,878.60 

-49,047.70 

V-50173 

BNP Pariba... 

•1.81444 

•50.862 14 

V-50173 

BNP Pariba .. 

-2.026 84 

-52.688.98 

V-S0173 

BNP Panba... 

-2,370.95 

•55,259.93 

V-50173 

BNPPanba... 

-1,034.09 

-56,294.02 

V-50173 

Estimated ... 

11,013.51 

■45,280.51 



-45.28051 

■45,280.51 


Pegel 
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2:20 PM 
07/16/04 
Accrual Bnla 


Bayoll Supply & Trading, Ltd. 

General Ledger 

As of Decsmbar31, 2003 


Type 

Date 

Num 

Name 

Estimated Cargo Costs Payable 

General Journal 11/30/2001 

Je-Ck-03 

Accrual 

General Journal 

11/30/2001 

Je-Ck-03 

Accrual 

General Journal 

ia/31/2001 

Je-Ck-33 

Reverse Acer,. 

General Journal 

12/31/2001 

JeOk-33 

Accrual 

General Journal 

3/31/2002 

Je-Ck-12 

Reverse Acer. 

Check 

4/10/2002 

INSP 

OIL INSPECT.. 

General Journal 

4/30/2002 

Je-Ck-12 

Reverse Acer... 

Deposit 

5/1/2002 

DEM 

VALERO MA... 

Deposit 

5/2/2002 

FRGKT 

KRISTEN NA,. 

Check 

9/3/2002 

PUR 

PLASCOSHL. 

General Journal 

9/30/2002 

Je-C09-18 

Reverse Acer... 


Total Estimated Cargo Costs Payable 

Loans Payable 
Loan • BBL 

Total Loan - BBL 


Loan ■ Paribas 


Deposit 

10/19/2001 

LOAN 

FIXED TERM 

Deposit 

10/22/2001 

LOAN 

FIXED TERM 

Deposit 

11/8/2001 

LOAN 

FIXED TERM 

Check 

11/13/2001 

LOAN 

FIXED TERM 

Check 

11/13/2001 

LOAN 

FIXED TERM 

Check 

11/13/2001 

LOAN 

FIXED TERM 

Deposit 

11/13/2001 

LOAN 

FIXED TERM 

Deposit 

11/16/2001 

LOAN 

FIXED TERM 

Check 

12/10/2001 

LOAN 

FIXED TERM 

Check 

12/10/2001 

LOAN 

FIXED TERM 

Deposit 

12/10/2001 

LOAN 

FIXED TERM 

Check 

12/12/2001 

LOAN 

FIXED TERM 

Deposit 

12/12/2001 

LOAN 

FIXED TERM 

Check 

12/17/2001 

LOAN 

FIXED TERM 

Deposit 

12/17/2001 

LOAN 

FIXED TERM 

Check 

12/20/2001 

LOAN 

FIXED TERM 

Deposit 

12/20/2001 

LOAN 

FIXED TERM 

Check 

12/21/2001 

LOAN 

FIXED TERM 

Deposit 

12/21/2001 

LOAN 

FIXED TERM 

Check 

12/24/2001 

LOANS 

FIXED TERM 


Total Loan • Paribas 


Loan CAI 
Total Loan • CAI 
Loan - UOB 
Total Loan - UOB 
Loans Payable • Other 
Total Loans Payable ■ Other 

Total Loans Payable 
Deferred Income 
Total Deferred Income 
Accured Expenses 
Total Accured Expenses 
Property Taxes Payable 
Total Property Taxes Payable 
Accrued Payroll 
Total Accrued Payroll 
Payroll Taxes Payable 
Total Payroll Taxes Payable 


Memo 

Split 

Amount 

Balance 

A. Gainma-7 

Accounts R... 

-527.1B9.53 

0.00 

-527,189.53 

A. Gamma-7 

Accounts R... 

-250,512.72 

-777,702.25 

A. GAMMA-7 

Sales -Oil ... 

-227,158,40 

-1 ,004,860,65 

A. Gamma-7 

Sales - Oil ... 

-129,035,98 

•1,133.896,63 

A. Gafrana-7 

Lightering ... 

369,730,39 

•764,166.24 

ASTRO GAMMA-7 

BNP Parib... 

11,445.63 

•752,720.61 

A. GAMMA-7 

Lightering ... 

28.334.44 

•724,386.17 

A.QAMMA-7 

BNP Parib... 

-68,644.44 

-793,030.61 

A.GAMMA-7/DUE ... 

BNP Parib.., 

402,468,40 

-390,562.21 

ASTRO GAMMA-7 

Cash -CAI... 

379,54870 

-11,013.51 

A. Garnma-7 

Inspection 

11.013.51 

0.00 

ASTRO GAMMA-7 

BNP Parib... 

0,00 

-386.000.00 

0.00 

0.00 

0.00 

0.00 

0.00 

-385,000.00 

A.GAMMA-7 

BNP Parib, .. 
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FROn : PHONE NO. : SO Jan. 21 2002 10:27PM P02 

U> 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/1 1/^7 
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PHONE NO. 


Jan. 21 2002 10:31PM P10 


8. Payments to SELLliR under SUB Article 5-5 and Sub Article 6-7 of 

Section 'l\vo, and any other Payments or awtuds under Art icle Thirteen of 
Section Two, are subject to the approval of the 66! Committee. 

9. This Contract shall be subject to SCR 986, SCR 1111, SCR 1 143 SCK 

1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, SCR 1330. SCR 
1360, SCR 1382, the Procedures and the Mcnrorandiim of UndcrsUinding 
between the Secreturlat ofthe United notions and the Government of Iraq 
on the implementation of SCR 986 (United Nations document S/1996/356, 
dated 20 May 1996). 


A RT^Cl iE TE N 

ADDRESSES; 

In addition to the notices. declaraii<»ns and other communications 
required under Article Fourteen, notices, aj'jprovdis. declnrntions and 
Communications required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses bclow;- 


FQR SELUER: 

STATE OIL MARKH’l ING ORGANIZATION 
P.O.BOX 5118 
BAGHDAD -IRAQ 

TELEX : 212198 - 212199 SOMO IK 

TELEPHONE: 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX : 964-1-8853925 


FOR BUYE R: 

STATE ENTERPRISE FOREIGN ECONOMIC 
ASSOCIATION "MACHlNOIMPORr* 

32/34 SMOLENSKAIA PL., 

121200, MOSCOW RUSSIA 
TEL: 7095-2443309 
FAX : 7095-2443807 
TLX: 411231 MIM SU 


FOR OVERSEERS 

UNITED NATIONS, NEW YORK, U.S.A. 
FAX ; 212-963-6128 


rr»u condjlions as per (Section Two) General conditions af 

F.o a crude oil sales contiaclN... M/0M5 dated 17™ day of Aueust and attached 
appendices I & 2 . 

This Contract has been done and signed on the 16"’ day ol' January, 2002. 


rOR JJUVEU 

TUMANOV SliROBI V. 
VICE PRESiliKNT 



ALJ R, HASSAN 
rCTlNG EXEClJ'l lVE DIRKCTOK (JHNCRAL 
SOMO 
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In the Name of God, Most Gracious, Most Merciful 

Republic oflraq No.: KHl/853 

Ministry of Oil Date; 3 Thu Al-Ki’dah, 1422 H 

Slate Oil Marketing Organization (Stale Company) Equivalent to 01/16/2002 



Based on the statement of allocations in phase eleven, a contract has been signed with Machinoimporl Company 
(on behalf of Mr. Zhirinovsky) as per the following terms: 

1- Number of Contract: M/1 1/79 Date: 01/16/2002 

2- Name of Company Buyer: Machinoimporl 

3- Nationality: Russian 

4- Quantity; (5.5) million barrels divided as follows; 

(2) million Barrels of Kirkuk oil FOB Ccyhan terminal 

(3.5) million Barrels of Basrah light crude oil FOB Al-Bakr terminal 

5- Destination of Crude Oil: Europe and / or America 

6- Pricing Formula: As per the rale in effect of Kirkuk and Basrah light crude oil for the aforesaid destinations 

7- Validity of Contract: Until 05/29/2002 

8- Estimated Value: About (99) million Euros based on an estimated rate of S16/barrel 

9- Surcharge: Payable within one month from the date of loading 

For your review and approval, please. 

Regards, 


Ali Rajab Hassan 
Acting Executive Director 

(Miscellaneous signatures] 

For the Approval of Minister 


I approve 
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Tliis Repoit presents the evidence gatliered by tlie U.S. Senate Pennaneiit Subcommittee on 
Investigations (the Subcommittee) establishing that the former regime of Saddam Hussein attempted to 
influence the Russian government through the issuance of lucrative allocations of oil under the U.N. 
Oil-for-Food Program.’ In addition, this Report reveals how the recipients of these oil allocations 
utilized a series of trading companies and other intermediaries in Cyprus and the Channel Islands to 
execute the transactions necessary to monetize the oil allocations. Bayoil,^ an American oil trader, 
performed the actual liftings of oil from Iraqi ports and paid massive “premiums’' and “commissions” 
to the trading companies and intermediaries amounting to millions of dollars. Finally, this Report 
details how funds transferred by Bayoil to certain intermediaries resulted in the payment of millions of 
dollars in illegal, under-the-table surcharges to the Hussein regime. 

I. BACKGROUND 

A. Saddam Hussein’s Manipulation of Oil Sales Under the Oil-for-Food Program 

Under the Oil-for-Food Program, Iraq was permitted to sell its oil and use the proceeds to 
purchase food, medicine, and other humanitarian goods. As is well documented, the Hussein regime 
quickly exploited the Program for its own purposes. One of the regime’s chief strategies was the use 
of “oil allocations” to garner political influence and reward allies around the globe. 

I’o understand how the Hussein regime manipulated these oil transactions, one must begin with 
how Iraq sold its crude oil under the Program. The arm of the Iraqi govermnejit that managed the sale 
of Iraqi crude oil was a division of the Ministry of Oil called the State Oil Marketing Organization, or 
“SOMO.” In order to manage the volume of oil flowing through its pipelines, the Iraqis divided its oil 
supply into discrete units, typically ranging from 1 to 10 million barrels. These units were allocated to 
prospective oil purchasers, essentially giving those recipients an option to purchase that allotment of 
oil. These options were typically called “allocations.” Once SOMO and the oil purchaser agreed on 
other contractual terms, such as the loading schedule, the purchaser would execute a contract with 
SOMO, purchase the oil, and ship its allotted quantity. 

Soon after the initiation of the Program, however, the Hussein regime used the allocation 
process to maximize Iraq’s influence around the world. The plan was simple: rather than granting 
allocations to traditional oil purchasers, the Hussein regime gave priority to foreign officials, 
journalists, and even terrorist entities.'^ The central purpose of this tactic, according to senior officials 
of the Hussein regime interviewed by the Subcommittee, was to engender international support for the 
Hussein regime and against U.N. sanctions."* To that end, the Hussein regime favored individuals and 
political parties from countries that were members of the U.N. Security Council. Senior Hussein 
regime officials and numerous Ministry of Oil documents confirm that the regime steered a massive 
portion of its allocations toward Security Council members that were believed by the Hussein regime 
to support Iraq in its efforts Lo lift sanclioiis - namely, Russia, France, and China. ^ The recipients of 
the allocations were chosen by a committee of Hussein’s closest advisors, including Deputy Prime 
Minister Tariq Aziz and Vice President Taha Yasin Ramadan.*^ SOMO documents reveal that these 
individuals - along with Saddam Hussein himself - were personally involved in the process.^ Some 
of those documents are presented in this Report. 

By granting the rights to purchase oil to a limited number of individuals and entities, the regime 
forced oil purchasers lo obtain allocations from those favored few. The allocation holders essentially 
became gatekeepers to Iraqi oil. As gatekeepers, they demanded a “commission,” which typically 
ranged from 3 to 30 cents per barrel. In light of the fact that most allocations amounted to millions of 


' TTie phrase “Oil-for-Food Program” refers to the humanitarian aid program implemented pursuant to U.N. 
Security Council Resolution 986, dated April 14, 1995, and the Memorandum of Understanding between the Secretariat 
and the Government of Iraq dated May 20, 1996, Throughout this Report, the Oil-for-Food Program may be called the 
‘'Program” and the “OFF Program.” 

^ The term “Bayoil” refers to the Houston-based oil trading company Bayoil (USA) Inc., as well as its subsidiaries 
and affiliates, such as Bayoil Supply and Trading Limited, Bayoil Technologies, and Bayoil SA. 

^ Subcommittee interviews of Deputy Prime Minister Tariq Aziz, .\pril 21, 2005, Vice President Taha Yasin 
Ramadan, April 18, 2005, and Senior Hussein Regime Official No. 1 , April 14, 2005. Terrorist individuals and entities 
who received allocations include the Popular Front for die Liberation of Palestine, Abu Abbas, and the Mujahedin-e Khalq. 

* Subcomraillee interviews of Deputy Prime Minister Tariq Aziz, April 21, 2005 and Vice President Taha Yasin 
Ramadan, April 18, 2005. 

^ Subcomrnittee interview of Deputy Prime Minister Tariq Aziz. April 21, 2005; Comprehensive Report of the 
Special Advisor to the DCl on Iraq’s WMD dated September 30, 2004, Volume 1 (“Duelfer Report”), p. 3 1 . 

^ Subcommittee interview of Deputy Prime Minister Tariq Aziz, April 21, 2005. 

'hi. 
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barrels of oil, such commissions were quite lucrative, reaching hundreds of thousands of dollars per 
allocation. Therefore, these allocations were extremely valuable, and by doling them out to favored 
individuals and entities, the Hussein regime could direct the payment of millions of dollars to a foreign 
official, political party, journalist, or terrorist entity without incurring any loss. 

B. Efforts to Influence Russian Policy Towards Iraq by Awarding Oil Allocations 

Russia topped the list of nations from whom the Hussein regime wanted support at the Security 
Council. As a result, the Hussein regime granted allocations to Rus.sian Individuals, political parties, 
and others due to their good relationship with Iraq and their support for the lifting of sanctions.^ The 
oil allocations, which could be sold for large commissions, often resulted in pecuniary gain for the 
recipient.^ The Vice President of the Hussein regime, Taha Yasin Ramadan, confirmed to the 
Subcommittee that oil allocations were indeed “compensation for support. Another senior official 
from the Hussein regime confirmed that the oil allocation scheme was for the purpose of “buying 
influence,” ' The scale of the oil allocations given to Russian individuals and political parties was 
substantial, totaling approximately 30 percent of all the oil allocated during the course of the 
Program.'^ One Russian political party that received a large number of allocations was the Unity Party 
(now known as the Unified Russia Party’^), a pro-Kremlin party associated with Russian president 
Vladimir Putin. Tariq Aziz stated that the Unity Party received such a large number of allocations 
because Russia was taking positions at the Security Council that were favorable to Iraq.*"^ Vice 
President Ramadan stated that the Unity Party received the largest quantity of allocations in Russia 
because it was the governing party and the party of the president.'^ Other key Russian recipients of oil 
allocations included the Ministry of Foreign Affairs, the Communist Party, and the Liberal Democratic 
Party of Russia. Tlie focus of this Report -- the Russian Presidential Council -- also received a 
significant number of oil allocations.'^ The Russian Presidential Council cnn.sisted of advisors 
appointed by the Russian president who were responsible for devising presidential policy, drafting 
presidential decrees, and coordinating policy among government agencies. 

At the head of the Russian Presidential Council was Alexander Stalevich Voloshin, who was 
originally appointed to that position by former president Boris Yeltsin and reappointed by President 
Putin upon Putin’s ascendancy to the presidency in December 1999. Although Voloshin resigned in 
late 2003 over a scandal involving the Russian oil giant Yukos, there is little debate over the magnitude 
of Mr. Voloshin’s influence in Russian govcmincnt during the Oil-for-Food Program. Mr. Voloshin, 
whose middle name means “son of steel,” was widely known as the “power behind the throne” at the 
Kremlin. Mr. Voloshin reportedly as.sisled in President Putin’s rise to power, managed Putin’s first 
election campaign, and helped to create tlie pio-Kicmlin Unity Party,'' He w'as once referred tn as “dc 
facto ... Russia's most powerful man” after President Putin, as well as the “eminence grise” behind 
President Putin.'*' Alexi Mukhin, a Moscow lobbyist, described Mr Voloshin as a guide for those who 
needed things “fixed” at the Kremlin: 


* Subcommittee interview of Senior Hussein Regime Official No. t, April 14, 2005. 

Vr/. 

Subcommittee interview of Vice Presidenl Taha Yasin Ramadan, April 1 8, 200.5 

' ' Subcommittee interview of Senior Hussein Regime Official No. 2, .April 20, 2005 aaJ Deputy Prime Minister 
l ariq Aziz, April 21, 2005. 

Duelfer Report, p. 3 1. 

The Unified Russia Party currently holds 37% of the seals in the State Duma, The next highest percentage is 
held by the Communist Party, which holds 12% (Decembci 7, 2003 election results). CIA World Faetbook. (2005). 

Subcommittee interview of Deputy Prime Minister Tariq Aziz, April 21. 2005. 

Subcommittee interview of Vice President Taha Yasin Ramadan, .April 18, 2005. 

Various sources have alternatively referred to this entity as the "Presidential Administration” and the 
“Presidential Executive Office." Since the former Hussein regime referred to it as the “Presidential Cotincil’' this Report 
will, for the sake of consistency and clarity’, use that terminology. It is unclear v/hether the activities of the Russian 
individuals and political parties detailed In this Report violate Russian law. See Memorandum from the Library of 
Congress, Law Library, Eastern Law Division, “Legality of Russian Business Under the Oil for Food Program.” LL Kile 
No, 2005-01892, May (\ 2005. 

Voloshin, power behind the throne in two Kremlin ndminvtirafioris, Agence France Presse, October 30, 2003; 
Key Kremlin Figure Removed, BBC News, October 30, 2003. 

European Press Review, BBC News, citing Austria's Der Standard, October 30, 2003; Nikolai Gorshkov, 
Kremlin ‘coup 'forces key Putin cho'see, BBC News, October 29, 2003. 
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In any ministry or department there are fixers, ... fTjhey get money for 
bringing things to people’s attention. These are people who don’t use the 
main road but take the tracks by the side of the road, which are faster, with 
less traffic and fewer checlqjoints. Voloshin was a guide along that path.' ^ 

The Hussein regime had reason to believe that Mr. Voloshin would be an effective conduit to President 
Putin. Kremlin adviser Gleb Pavlovsky was quoted as saying that “the Putin-Voloshin link is the 
strongest link in the political gamc.”^® Former Hussein regime officials apparently shared that belief, 
Vice President Ramadan recognized Mr. Voloshin as the head of Russia’s presidential administration 
and stated that the oil allocations awarded to him had been approved by Saddam Hussein.^' Other 
regime officials stated that the allocations given lo Mr. Voloshin were a show' of support to him, and 
w'ere granted to him because of his relationships with “very important characters.”^' To date, Mr. 
Voloshin has declined to comment on the allegations that he r^eived oil allocations from the Hussein 
regime. 

Another name associated with the allocations to the Russian Presidential Council was Sergei 
Isakov, a knowm friend of Mr, Voloshin.^^ As detailed in this Report, Mr, Isakov traveled to Iraq on 
several occasions and executed many of the contracts associated with allocations to the Russian 
Presidential Council. The former Deputy Prime Minister stated that the purpose of giving allocations 
to Mr. Isakov was to buy influencc.^^ 

The influence desired by the Hussein regime was that which would bring an end to the 
sanctions against Iraq - influence which could be brought to bear only at the U.N. Security Council. 
Establishing a direct correlation between an oil allocation and a specific vote in the Security Council is 
problematic. Former regime officials, however, described one such occurrence. In the summer of 
2000, the United States proposed a resolution at the Security Council to restrict the illicit trade 
occurring at Iraq’s borders in violation of the sanctions. Russia, however, threatened to u.sc its veto on 
the proposal, effectively ending any efforts lo pass tlie resolution. Hussein instiuctcd his subordinates 
10 “show gratitude” to the Russians for supporting Iraq in the Security Council on that issue.^'* This 
gratitude entailed giving the Russians additional oil allocations and commodity contracts in order to 
repay them for the threatened use of the veto and for their future cooperation, This was a “new’ shift” 
since it was the first time that oil allocations were linked to a specific act.^' 

There are other examples of where Russia look positions at the Securiiy Council that favored 
the Hussein regime and opposed the position of Securiiy Council members who sought to enforce the 
sanctions. In 2001, Russia reportedly fought off efforts to shorten the list of companies eligible to 
contract for Iraqi oil and was in turn rewarded with large oil contracts: 

This dominance [by Russian trading firms] occurs as Russia continues to 
thwart US-Bntish efforts to shorten the list of eligible firms that buy Iraqi 
crude. ... [0]n Monday and Tuesday, three Russian companies were 
awarded a total of 30 [million] barrels of Iraqi crude, showing that 
Baghdad is rewarding Moscow for fending off a US-British plan to 
overhaul sanctions, diplomats said. 

Britain and the US have since last autumn led efforts in the UN Iraqi 
sanctions committee to limit the fimis that can buy Iraqi cmde because 
ihey fear some oil firms accept demands For under-the-table payments 
directly to Baghdad and against UN sanctions.^’' 


' ' Rafael iiaer. Power Behind the Throne - Alexander Voloshin, Fit^incial Times, May 17. 2003. 

■' Subcommittee interview of’Vice President Taha Yasin Ramadan, April 18, 2005. 

Subcommittee interviews of Senior Hussem Regime Official No. 1, April 14, 2005 and Semor Hussein Regime 
Official No. 2, April 20, 2005. 

Subcoiiujiiltce iiileivicw ofSenior ]Ius.sein Regime Official No. 2, .April 20, 2005. 

Subcommittee interview of Deputy Prime Minister Tariq Aziz, April 21, 2005. 

Subcommittee inierview of Senior Hussein Regime Official No. 1 , April 14, 2005. 

Id. 

Russian firms continue to dominate Iraqi crude sales, Lloyd’s List, July 27, 2001. 
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One of the three beneficiaries named in the article quoted above was Rosnefteimpex, which had signed 
a contract with SOMO on July 14, 2001 for 17 million barcls of oil that had been allocated to the 
Russian Presidential Council. 

Another example of mutual support between Russia and Iraq involves Russia’s opposition in 
2002 to the practice of ‘’retroactive pricing,” a tool used by the United States and the United Kingdom 
to combat Iraq's scheme of selling oil at below market rates for the purpose of generating revenue to 
be split between the Hussein regime and the recipients of oil allocations. On August 16, 2002 the 
Russian Foreign Ministr>' (itself a recipient of oil allocations for massive quantities of oil) published a 
press release calling for a special session of the Iraq Sanctions Committee to address the issue: 

Russia has come up with an initiative to hold a special session of the U.N. 

Security Council Iraq Sanctions Committee to discuss ... the continuing 
practice of retroactive pricing of the oil exported by Iraq. The delegation 
of Russia intends to decisively raise the question of changing the pricing 
mechanism imposed on the Committee and reverting to the previous, 
consensus-based procedure for .setting the price of oil in advance . 

In sum, the evidence suggests that Russian individuals and political parties were consistently favored 
by the Hussein regime as a result of Russia’s support for positions favorable to Iraq at the U.N. 
Security Council.^' 

C. The Division of Profits and Payment of Surcharges Resulting from Oil Allocations 

The profits generated from the monetization of oil allocations were generally divided between 
the parties to the transaction — the allocation holder and the company nominated by the allocation 
holder to execute the contract with the Hussein regime. The company nominated by the allocation 
holder to execute the contract with SOMO would receive a portion of the profits in the form of a 
“commission” based on the number of barrels lifted under the contract, usually 2-30 a barrel. When 
asked whether the allocation recipients would personally profit from the oil transactions, one senior 
Hussein official declared: “That's the whole point.”^^ Another former senior regime official confirmed 
the profit-sharing arrangement, and estimated that the oil allocations yielded a 15 percent profit margin 
which would be split between the allocation holder and the company that executed the contract with 
SOMO.“ 

The director of the Military Indiisirializaiion Commission infomied Saddam Hussein about the 
large profits being made from the oil transactions, which upset Hussein.’^** As a result, starting in the 
middle of Phase 8, the Hussein regime required that a portion of the profits resulting from the oil 
allocations be paid back to the regime as a “surcharge” fee, based on the number of barrels lifted. 
Between September 1, 2000 and November 30, 2000 the surcharge was 100 per barrel of oil lifted.^^ 
Starting on December 1 . 2000, the surcharge was increased to 250 a barrel for shipments destined for 
Huropean markets and 300 a barrel for shipments destined for the North American market.^*^ The 
surcharge amount was dropped to 150 a barrel starting on May 30, 2002 and was canceled altogether 
on September 1, 2002,^’ The two-year period beginning on September 1, 2000 and ending September 
1, 2002 is referred to as the “surcharge period.” 

During the surcharge period, the profits generated by oil transactions were split between the 
allocation recipient, the company that executed the contract with SOMO, and the Hussein regime. One 
former regime official described the division of profils and payment of surcharges from funds derived 
from oil allocations as follows: 


Contract between Rosnefteimpex and SOMO designated M/10/15 dated July 14, 2001 fyee-'II. D., infra). 

Press Release from Russian Foreign Ministry: “On Russia’s Initiative to Hold a Session of the U.N. Security 
Council Iraq Sanctions Committee” dated August 16, 2002 

Subcummillee interview of Deputy Prime Minister Tariq Aziz, April 21, 2005. 

Subcointniltec interview of Senior Hussein Regime Official No. 2, April 20, 2005. 

Subconimirtee interview of Senior Hussein Regime Official No. 1 , April 1 4, 2005 . 

Id. 

Vlcmorandum of SOMO official titled “Allocations and Sales of Crude Oil in the Phases of the Meniorandutn of 
Understanding (1996-2003)” dated February 19, 2004 (“SOMO Memorandum”), Attachment 4 titled “The Surcharge.” 

Memorandum from the Crude Oil Marketing Second Uepartmen: to the Flirancral Department dated March 24, 
2001; SOMO Memorandum dated February 19, 2004, Attachment 4. 

^ ' SOMO Memorandu.m dated February 19, 2004, Artaclimem 4. 
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Source discussed oil allowances and how ihey were sold through 
brokerage companies. He stated that the profit margins were not in the 
Si’s to the brokerage companies but usually in the .15 to .25 per barrel. 

The profit margins went away completely after 9/2000 when the Saddam 
Hussein surcharge went into effect. 

* * * 

Source stated that the proceeds from the sale of the oil allowances are 
made to pay the brokerage companies and the brokerage companies make 
the payments to the owner of the oil allowances and to Saddam Hussein 
for his agreed upon cut.^® 

Another former regime official described the division of profits similarly, including the surcharge 
payments made to the Hussein regime: 

Source explained his knowledge of the oil allowance program through the 
following example: The market value for a barrel of oil would be $25. 

The oil allowance would be given to whomever at Saddam Hussein’s 
discretion. The oil allowance must be sold through a brokerage company 
that was willing to participate in the scheme. The brokerage company 
would submit the contract for the sale of the oil allowance through the 
U.N. under the [Memorandum of Understanding] Of the $25 per barrel 
amount $20 would go into the Oil for Food Program account at a French 
bank. The other five dollars would be split [] with the oil brokerage 
company receiving $1 and Saddam and the recipient of the oil allowance 
sharing the other $4 with each receiving about $2 per barrel. The oil 
brokerage company would make the disbursements into special accounts 
for Saddam Hussein and the recipient of the oil allowance. 

Many Russian companies who owed surcharge fees to the Hussein regime delivered those payments in 
cash to the Iraqi embassy in Moscow. From time to time the cash at the Iraqi embassy would be flown 
to Iraq; 

The cash was delivered to the Iraqi embassy in Moscow where it was 
placed in the accountant’s safe. ... When the cash built up to 
approximately $3 million to $4 million (USD), it was couriered to 
Baghdad in a diplomatic pouch. Approximately every three to four 
months such a diplomatic pouch would be delivered via a special flight 
from Moscow by the Iraqi ambassador to the trade consLilatc.*^ 

Other officials of the former regime confirmed the arrangement for the payment of surcharges by 
Russian companies: “A surcharge (either 10% or 10^ per barrel) w^as charged to the companies with 
the surcharge amount paid in cash to the Iraqi embassy in Moscow. ... Representatives from each of 
the companies purchasing the oil would come to the embassy with a suitcase full of cash and say that 
this was the surcharge that was due lo Iraq.”"*' 

IT. on. AIXOCTIONS GRANTED TO THE RUSSIAN PRESIDENTIAL COUNCIL 

Beginning in Phase 6 and continuing through the end of the Program (with the exception of 
Phase 7), the Hussein regime allocated 90 million barrels of oil to the Russian Presidential Council,'*^ 
The Hussein regime allocated the oil to the head of the council, Alexander Voloshin, as well as to his 
close confidant Sergei Isakov. 


’’’ 1 J.S. Treasury Iraqi Financial Asset Team interview #12 of former regime official, February 1, 2004. 

U.S. Treasury Iraqi Financial Asset Team interview #15 of former regime official, January 27, 2004. 

U.S. Treasury Iraqi Financial Asset Team interview #19 of funner regime official, November 29, 2007. 

■*' U.S. Treasury Iraqi Financial Asset Team interview #22 of former regime official, November 29, 2003. The 
practice of depositing surcharge payments at the Iraqi embassy ^vas recently confirmed by another former regime official. 
Sabcommittee interview of Senior Hussein Regime Official No. 2, April 20, 2005. 

SOMO Memorandum dated February 19, 2004, Attachment 5 titled “The Role of Russian Companies During 
the Phase.s of the Memorandum of Understanding,” Table No. 1 titled “Quantities of Crude Oil Allocated to the Companies 
during the Phases of the Memorandum of Understanding.’’ 
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Table 1 : OU Allocations to rite Russian Presidential Counoil hy Phase.. 

PHASE ALLOC Allow allocation KKClPltNT ALLOCAIION 

(BARREIS) 


VI 

1 

The Russian Presidential Council 

5.IX>0.[)00 

Vlll 


Sager l^or 

;'v0^cRuS5YnPtcsidCTftBd'&wnaD-~':>'-- 

• . 44.000,000 

IX 

3 

Seigei Isakov 

(The Russian PresidentutI Council) 

J6.5O0,00Ci 

X 


Isi.V-.S^Bi'lsakoy'!:?''';- 

^rtiic Russl^pn^d^otialCc^cfl) - G 

1^000,000, 

XI 


Sergei Isakov 

( Lhc Russian Presidential Council) 

16,00/0,000 

x». 


(r^:l^ssiw.^Ndait^iCauficil) 
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Alcundcr Yuliuhin 
(The Russian Presidential Council) 

3J)00.000 

XIII 

• m 
,,.8. ';'i- 

AluandayoilQshin 

(Head of the Russian-ft^ulcntia. Cooncil) 

•••,. 7)jpo,(A)Or 
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Scrgci Isakov 

(The Russian Presidential Council) 

5)300,000 


In order to initiate the transaction that would lead to the eventual shipment of the oil, it was 
first necessar>- for the allocation recipient to designate a company to actually (ravel to Baghdad and 
execute a contract with SOMO. For the first allocation in Phase 6, the Russian Presidential Council 
designated a Russian oil company -- Rosneft -- to execute the contract with SOMO. Rosneft was the 
successor entity to the defunct USSR Ministry of Oil, and was then and is now owned and controlled 
by the Russian govemment.'^^ 

for the allocations granted in Phases 8 through 10, a second company - ’‘Rosnoftcimpex NK 
Rosneft” -■ was designated by the Russian Presidential Council to execute contracts with SOMO. At 
the time of the OFF PrograiTi, Rosnefteinipex was an oil trading sub.sidiary of Rosneft.^'* Near the end 
of the OFF Program Rosneft divested itself of the stock il held in Rosnefteirnpex.'*^ Later, after the 
OiUfor-Food scandal became public, Rosneft claimed that Rosnefteimpex was not a Rosnefl 
subsidiary, despite the fact that Rosneft had owned 56.7% of Rosnefteimpex’s voting shares in 2003.^'^ 
SOMO documents named Sergei Isakov as the contact person for the oil allocations that resulted in 
contracts between Rosnefteimpex and SOMO. Mr. Isakov was also at the time the deputy chairman of 
Vnukovo Airlines, and traveled regularly to Iraq in an effort to reestablish flights between Moscow and 
Baghdad.'*^ 

Beginning in Phase 11, a third company, called the “Russian Engineering Company” became 
the designated purchasing agent for the allocations awarded to the Russian Presidential Council. The 
evidence suggests that the Russian Engineering Company is affiliated with Rosnefteimpex. For 
example, both companies at one point shared the same address at 37 Leningradsky Prospect, Building 
6, in VIoscow.*’^ Additionally, Sergei Isakov executed contracts with SOMO on behalf of both 
Rosnefteimpex and the Russian Engineering Company (on whose board Mr, Isakov cuiTently serves as 


See hiip:/Av ww. rosnefl. ru/cnyUsh/compan'.'/histor\'.htnil (website for Rosneft). 

AJexei Sukhodoyev, Oil Company Promises to be in the Focus of Aevvj, RusDala DiaLinc - BizEkon News, 
December 14, 1995; Russta - The Export Coordinators, APS Review Oil Market Trends, August 21, 2000. 

JSC Rosneft’ sells its stakes in JSC 'ClVTsneJlegaz', JSC 'Rosnefl-Cerira! De.sign Office ASUnefteproduct' 
and JSC 'Rosnefteimpex', Skrin Market and Corporate News, February 26, 2003. 

Greg Walters, Valeria Korchagina, CIA: Russia Got Rich Violating Sanctions. Moscow Times, October 8, 2004, 
Ben Wctherall, Russian Companies Dismiss CIA 'Od for Food’ Allegations, World Markets Analysis, October 8, 2004. 

Russian Airline Applies to Run Moscow-Baghdad Flights, BBC W''orldwjdeMonitoring, April 13, 1998. 

See, fax from Rosnefteimpex to Bayoil dated July 12, 2000 fSNT 015621) (listing both companies at the same 

address). 
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cbairman).'^'^ One energy trade publication described the relationship between Mr. Isakov and the two 
companies as follows: 

The contracts [between Rosnefteimpex and SOMO] were signed with 
Sergei Isakov, a close confidant of the head of the Kremlin administration 
at the lime, Alexander Voloshin, who resigned last year. Isakov would 
travel back and forth to Baghdad to negotiate the contracts, sources say, 
and was also responsible for gelling allocations on the Kremlin’s behalf 
for the Russian Engineering Co., which took over the duties of 
Rosnefteimpex towards the end of the program."*^ 

It is not clear why the parties decided to cease using Rosnefteimpex as the designated purchasing 
agent, but some reports link Rosnefteimpex with the Russian Engineenng Company as well as Mr, 
Isakov’s airline. One energy trading publication took note of a large contract signed by the Russian 
Engineering Company in Phase 1 1 : 

Loyalty continues to pay off for the group of Russian companies whose 
cooperation is rewarded with contracts to lift Iraqi crude uiider the UN oil- 
for-food deal, ... The largest volume so far — 17 million barrels -- has 
gone to the littic-known Russian Engineering Co., the new name for 
former state oil trader Rosnefteimpex, which received large contracts in 
previous phases. Moscow sources say the company's barrels originate via 
Trading House Vnukovo Airlines, which plans to sell a fleet of Tupolev 
passenger jets to Baghdad once UN sanctions are lifted, 

Mr. Isakov’s travel to and from Baghdad may have been assisted by the fact that Vnukovo Airlines had 
set up an office there as early as 1998.^’ 

In Phases 12 and 13, the Hussein regime made separate allocations to both Mr. Isakov and 
directly to the head of the Russian Presidential Council, Alexander Voloshin. Mr. Voloshin nominated 
a company called “Impexoil LLC” to execiile contracts with SOMO for his allocations. Prior to Phase 
12, Impexoil had conducted no business under the OFF Program. After serv'ing as the designated 
purchaser for Mr, Voloshin, however, Impexoil was nominated as the designated purchaser for other 
Russian entities (such as the Russian Orthodox Church) during Phase 13.^^ 

Once the allocation holder had nominated a company to execute the “official" contract with 
SOMO, it was necessary to find an oil company capable of actually loading and shipping the oil. For 
five of the allocations awarded to the Russian Prcsideniial Council, Bayoil was that company. Bayoil 
was responsible for contracting with shipping companies to lift the Iraqi oil and ship it to end users in 
North America, Europe, and the b ar East. As the entity that was the beneficiary of the profits from the 
ultimate sale of the oil to the end user, Bayoil was the party responsible for paying the other parties 
connected to the transaction — namely, the designated purchaser and the allocation holder. To that 
end, Bayoil often entered into separate contracts with the designated purchasing agent for the 
distribution of “premium payments” and “fees" owed by Bayoil to the other parties. 

Payments from Bayoil to the allocation holder and the designated purchasing agent 
(Rosnefteimpex and the Russian Engineering Company) were often routed through a purported 
“trading company” called Haverhill Trading Limited (“Haverhill”). The payments to Haverhill are 
suspicious, since Haverhill appears to have performed no function related to the transactions detailed 
below other than sending invoices to Bayoil for payments owed. The corporate existence of Haverhill 
is also suspicious. Located in Cyprus, which is known for corporate and bank secrecy laws, Haverhill 
exists “... care of a corporate services company wliicli merely maintains the company’s registered 
office and files appropriate documents wnth the Authorities to comply with the local law's. Although 
a man named Oleg Kalougin of Moscow is named as Haverhill’s sole director and Marios 
Kontemeniotis is named as a shareholder, IlaverhilTs “... directors and shareholders are merely 


Si^e, hap ■/Avn’w.recinide. ru-'indej.php (websiie for Russian Engineering Company). The Russian Engineering 
Company also sold over $121 million in goods to Iraq under the Program between Phase 7 and 13. See Table 4, 
‘■Humanitarian (ioods and Oil Spares Purchases by Vendor & Vendor Country per Phase for Central & Southern Regions 
of Iraq (Sorted by Vendor),” published by the Independent Inquiry Committee into the United Nations Oil-for-Food 
Programme on October 2 1 . 2004, p. 4 1 . 

Ciao Ruby: Russia Confirmed as Top Lifter of Saddam Oil Contracts, Nefre Compass, October 14, 2004. 
Ra^hdad Boys: Iraq Rewards Russian Stea^astness,'Htfitt Compass. February 13, 2002. 

//» .FagArfai?, BBC Summary of World Broadcasts, February 17, 199^. 

Duelfcr Repon, p, 198. The Subcommittee has discovered very little information about Impexoil, 

Company Status Report from international Company Profile on Haverhill. 
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nominees for the beneficial owners,” whose identities are unknown other than the fact that they are 
non-Cypriols.’"^^ As for its business activities, Haverhill is not allow'ed to engage in any trading 
activity in Cyprus,” and the Subcommittee has been unable to determine the exact nature or the extent 
of Haverhill’s operations or where any such operations are conducted. Nevertheless, millions of 
dollais flowed tluough Haverhill in connection with the transactions detailed in this Report. 

The transactions described below followed the same basic pattern: (i) At the beginning of each 
relevant phase, the Hussein regime granted an oil allocation to the Russian Presidential Council, (ii) 
the allocation holder (either Sergei Isakov or Alexander Voloshin) nominated a company (such as 
Rosnefteimpex, the Russian Engineering Company, or Impexoil) to act as the nominal purchaser of the 
oil in exchange for a small commission, (iii) a representative of the nominal purchaser (often Mr. 
Isakov) traveled to Baghdad and entered into a contract with SOMO to buy the oil allocated to the 
allocation holder, (iv) the nominal purchaser then entered into a separate contract with Bayoil for 
Bayoil to lift the oil, and (v) Bayoil lifted the oil and contemporaneously made one or more payments 
into certain bank accounts in favor of the nominal purchaser or Haverhill, The available evidence 
indicates that the money w'ircd to those accounts by Bayoil was split between the nominal purchaser 
and the allocation holder. 

The remainder of this Report describes in detail the transactions resulting from each allocation 
awarded to the Russian Presidential Council. 

A. The First Allocation (Phase 6: May 25, 1999 to December 11, 1999) 

During Phase 6, the Hussein regime awarded the first of its nine oil allocations to the Russian 
Presidential Council in an amount of five million barrels.^ This first allocation resulted in Contract 
M/06/54 between Ro.sneft and SOMO. Contract M/06/54, which was executed in Baghdad on June 5, 
1999, was for 5 million barrels of oil -- 3 million barrels of Basrah T.ight crude and 2 million barrels of 
Kirkuk crude. As such, the amount of oil contracted for in Contract M/06/54 exactly matched the 
amount of oil allocated to the Russian Presidential Council. Contract M/06/54 w'as approved by the 
U.N. Oil Overseers on June 10, 1999.^*^ 

Unlike many of the contracts detailed in this Report, Bayoil did not ship any oil under Contract 
M/06/54 and therefore the Subcommittee is unable to determine wliether any money was paid to the 
benefit of tlie allocation holder. What is known is that the oil conlracied for under Contract M/06/54 
was indeed lifted in six shipments between June and October 1999, and that a total of 4, 973, 344 barrels 
were lifted.*’*^ 


B. The Second Allocation (Phase 8: June 9, 2000 to December 5, 2000) 

On the second day of Phase 8, J une 1 0, 2000, prior to the date that any contract was signed by 
Iraq or approved by the U.N., Bayoil entered into an “Agency Agreement” with Haverhill Trading Ltd. 
Under the terms of the agreement, Bayoil agreed to purchase and .ship 8 million barrels of Basrah Light 
crude and to pay certain “fees” to both Haverhill and the purchasing agent, Rosnefteimpex. The temis 
of the agreement were as follows: 

According to the Agency Agrcenienl signed between “BayOil Supply & 

Trading Limited” and ‘ Haverhill Trading Limited” on June 10, 2000 
please be kindly asked to sign the Contract with “Rosnefteimpex NK 
Rosneft” for buying 8 bbls of Basrah light crude oil and pay fees as 
following: 

• USD0.02 to “Rosnefteimpex NK Rosneft” as per Contract; 

• USD0.12 to “Haverhill Trading Limited” after the nomination of 
the vessel; 


“W. 

Memorandum from the Executive Director of SOMO to the Minister of Oil dated October 5, 1999; SOMO 
Mcmoianduni dated Febiuaiy 19, 2004, Allaclmicjil 5, Tabic No. 1; Duclfcr Rcpurl, p. 175. 

Contract between Rosneft and SOMO designated M/06/54 dated June 5, 1999. 

U.N. Oil Overseers approval of Contract M/06/54 dated June 10, 1999. 

SOMO invoice statements for Contract M/06/54; Duelfer Report, p. 175. 
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• USD0,10 to “Haverhill Trading Limited” 30 (thirty) days after the 

[bill of lading].^' 

This “contract before the contract” detailed payments that would be made to parties outside of the Oil- 
for-Food Program. With the “Agency Agreement” in place, on June 14 the Hussein regime allocated 
14 million barrels of oil to the Russian Presidential Council. Sergei Isakov was named as the contact 
persoji for the allocation. A liand-writteii note to the Executive Director of SOMO on ilie Phase 8 
allocation list indicated that the 14-millon barrel allocation to the Russian Presidential Council had 
been approved at the highest levels of Iraq's government: 

To: The Executive Director of SOMO 

Verbal approval of the President Leader, may God protect him, has been 
obtained as per the verbal notification of the Vice-President of the republic 
along the margins of the Cabinet’s meeting the morning of 06/25, ''2000. 

Please take the necessary measures for action.^’^ 

With the allocation approved and the Bayoil-Haverhili agency agreement in place, Demitry Kossarev 
of Rosnefleimpex traveled to Baghdad on or about July 4, 2000 and executed Contract M/08/85 with 
SOMO for 14 million barrels (the same amount allocated to the Russian Presidential Council for Phase 
8).'^“* The 14 million barrels were split between 8 million barrels of Basrah Light crude and 6 million 
bairels of Kirkuk ciude.'^^ The terms of Contract M/08/85 were then forwarded in a letter from the 
Executive Director of SOMO to the Minister ofOil for approval: 

To: [His Excellency] the Oil Minister 

Re: Approval on Exported Crude Oil Contracts 

Based on the statement of allocations in phase (8), please find below the 
details of the contract signed with Rosnefteimpex Russian Company on 
behalf of Mr. Issakov (The Russian Presidential Council : 

1 - Number of Contract; M/08/$5 Date: 07/04/2000 

2 - Name of Company Buyer: Rosnefteimpex 

3 - Nationality: Russian 

4 - Quantity: (14) million barrels divided as follows; 

(6) million barrels of Kirkuk crude oil FOB Ceyhan terminal 
(8) million barrels of Basrah light crude oil FOB Al*Bakr terminal^^ 

t he Minster of Oil approved Contract M/()8/85 on July 8, 2000. Contract M/08/85 was sent to the 
U.N. for approval and was approved by the U.N. Oil Overseers on July 10, 2000.^’ 

With Contract M/08/85 fully approved, Bayoil entered into a separate contract with 
Rusnaftaimpex (BVl) Limited, a company located on Jersey in the Channel Islands. Under the terms 
of that contract, Rusnatlaimpex agreed to sell 8 million barrels of Basrah Light crude to Bayoil in 
exchange for a “premium” equal to an amount of li a barrel, to be transferred to a bank account 
designated by Rusnaftaimpex.®* This contract was the first of three versions of the same contract, all 
of which are dated July 1 1 , between Bayoil and, alternatively, Rusnaftaimpex and Rosnefteimpex. The 
final, executed version of the contract directed that the premium be paid to Rusnaftaimpex as per the 
terms of an addendum.*^ The addendum to this final contract, dated July 26, 2000, directed Bayoil to 


^fetlloralldum from Haverhill to Bayoil ilaled June 10. 2000 (SNT 015625). 

SOMO chait tilled “Statement of Allocations for the Phase Subsequent to Phase (7)” dated June 14. 2000. 
lil 

Contract between RosncfLciinpex and SOMO designated M.''08/85 dated July 4, 2000. 

Id. Dayoil did not lift any of die Kirkuk oil in connection with Contract M/08/'85, and it is not known which 
company or companies did. 

Letter from the Executive Director of SOMO to the Minister of Oil dated July 5, 2000 (emphasis added). 

''' U.N. Oil Overseers approval of Contract M/08/85 dated July 10. 2000. 

Contract between Bayoil and Kusnallaimpcx dated July 11, 2000 (unexecuted) (SNT 014953-955), 

Contract between Bayoil and Rusnaftaimpex dated July J 1, 2000 (executed) (SNT 017014-017). Yet another 
version of tliis coiilract mirrors the terms of the other two versions, but names Bayoil and Rosnefteimpex as the parties and 
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pay 24fi a barrel into a bank account designated by Rusnaftaimpcx — 12^ in advance and 12^ after the 
completion of each lifting/" 

Pnor to the execution of that addendum, on July 14, 2000. Bayoil directed its bank in Geneva 
to wire the first of several “premium'’ payments in connection with Contract M/08/85 to a bank 
account at Hellenic Bank Ltd. in Cy^prus in favor of Haverhill.^’ The first was a pre-payment of 
$240,000, which amounts to 12p a barrel for the 2 million barrels that Bayoil was scheduled to lift in 
July. Bayoil performed its first lifting, a shipment of 1,833,963 barrels, on August 3, 2000 on the 
vessel Licorne Pacifique, Then, on August 25, 2000, Bayoil made its first post-lifting payment in an 
amount of $212,151.12, which was based on the actual amount of oil lifted (1 ,833,963 barrels @ 12e a 
barrel). That payment was made, not to Haverhill, but to Rusnaftaimpex in an account at United Bank 
of Switzerland AG in Geneva.^*" 

In total, Bayoil completed four shipments of oil under Contract M/08/85 and lifted a total of 
8,009,014 barrels of Basrah Light crude.'' Prior to each shipment, Bayoil made pre-payments in an 
amount equal to 120 per barrel of oil that Bayoil was scheduled to ship. For the last three shipments, 
Bayoil was invoiced by and made its pre-payments to Rusnaftaimpex instead of Haverhill.^^ Bayoil 
made all four of its post-lifting payments to Rusnaftaimpex as well.^^ In total, as detailed in the table 
below, Bayoil wired payments totaling $1,922,163.36 to bank accounts in favor of Haverhill and 
Rusnaftaimpex in connection with Contract M/08/85: 


Table 2: Bayoil Payments to Third Parties in canneettou with Conirart M/OH/^5. 


Shipment 

Date of 
Lifting 

Number of 
Barrels 
Lifted 

Prepayment 
tn Haverhill 

Prepayments to 
Rusaaftaimpex 

Post-Lifting 
Payments to 
Rusnaftaimpex 

Total Payments to 
Third Parties 

1 

08/03/00 

1,883.963 

$240,000.00 

-- 

$212,151.12 

$452,151.12 

2 

08/ 12, '00 

1,857,303 

- 

$240,000.00 

8205,752.72 

$445,752.72 

3 

09/ 12, '00 

1,943,729 

8240,000.00 

$226,494.96 

$466,494.96 

4 

10/21/00 

2,324,019 

8240,000.00 

$3 1 7,764.56 

$557,764.56 

Total Payiiienls^^ from Bayoil (o Third Parties In Comiecllon with Contract M/08/8S: 
(8.009,014 barreb ® 240 a barrel) 

$1,922,163.36 


Bayoil made all of these paynnents to bank accounts in favor of Haverhill and Rusnaftaimpex -- 
totaling $1,922,163.36 -- despite the fad that neither entity had performed any discernable services in 
connection with Contract M/08/85. 

Bayoil’s internal accounting documents repeatedly refer to the payments to Haverhill and 
Rusnaftaimpex as “premiums” and “Price Premium Over O.S.P.” (the official sales price). 
Significantly, BayoiPs ledgers generally list these payments under an entry titled “Commissions - 
Russia.” Bayoil's ledgers related to Contract M/08/85 record these payments as follows: 


was executed by D.I. Kossarev as Deputy Director General of Rosnefieimpex (SNT 015622-624). It is unclear why there 
were multiple iterations of this contract. 

” Addendum No. 1 to contract dated July 1 1, 2000 between Rusnaftain^cx and Bayoil (SNT 017013). 

■' Wire transfer request from Bayoil to Credit Agricole Indosue/. SA (Geneva) dated July 14, 2000 (SNT 015735) 

Wire transfer request from Bayoil to Credit Agricolc Indosucz Suisse SA (Geneva) dated August 25. 2000 (SNT 

015706). 

SOMO invoice statements for Contract M/08.^85. 

'* Invoices from Rusnaftaimpex to Bayoil for pre-shipment payments related to Contract M/0S.''85 (SNT 014950, 
01630X, 016998). 

Invoices from Rusnafiaimpex to Bayoil for post-shipment payments related to Contract M/08/85 (SNT 015708, 
015053,016286.017115). 

Bayoil Transaction Detail By Account for Licorne Pacifique {D/L August 3. 2000). Tina (B/L August 12, 2000), 
Berge Chief (B!]. September 12, 2000), and Olympia Spirit (B.'L October 21, 2000}. 

” Wire transfer request fiuiii Bayoil to Credit Agricole Indosue? Suisse SA, Geneva, dated Julv 14, 2000 
regarding pre-payment of 5240,000 to Haverhill (SNT 015735); Wire transfer request from Bayoil to Banque Canlonalc 
Vaudoise dated August 2, 2000 jcgaidiiig pre-payment of $240,000 to Rusnaftaimpex (SNT 015050); Sse also, Bayoil’s 
internal pricing tables for calculating the price-per-barrel wherein the 24^ is calculated into the price as a '‘pfemium” (SNT 
015704), 
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Bayoil Supply & Trading, Ltd. 
Transaction Detail By Account 
January 1995 through December 2003 


Commissions - Russia 


Check 7^18/2000 HAVERHILL TRADING .. 

Check 9/1/2000 RUSNAFTAIMPEX 

Total Commissions - Russia 

-240,000.00 

-212,151.12 

-452,151.12 

* * * 


Check 8/2/2000 RUSNAFTAIMPEX 

Check 9/11/2000 RUSNAFTAIMPEX 

Total Commissions - Russia 

-240,000.00 

-205,752.72 

-445,752.72 

* * * 


Check 8/25/2000 RUSNAFTAIMPEX 

Check 10/11/2000 RUSNAFTAIMPEX 

Total Commissions - Russia 

-240,000.00 

-226,494.96 

-466,494.96 

* * * 


Check 10/13/2000 RUSNAFTAIMPEX 

Total Commissions - Russia 

-240,000.00 

-240,000.00 

Agent Commissions 

Check 11/20/2000 RUSNAFTAIMPEX 

-317,764.56' 


It is clear that these payments did not go into the Iraq Escrow Account at BNP Paribas for the benefit 
of the Iraqi people. What is less clear is where the money went once it was wired to bank accounts in 
Switzerland and Cyprus. 

Reading the terms of the June 10, 2000 agency agreement bclvvccn Bayoil and Haverhill and 
the subsequent July 11, 2000 agreement between Bayoil and Rusnaflaimpcx en toto, Bayoil was 
obligated to compensate RusnaRaimpex at a rate of 2f per barrel for acting as the purchasing agent for 
Contract M/OS/SS. As such, Rusnaftaimpex was entitled to 5160,180.28 (8,009,014 barrels x 2ji). 
After the deduction of the $160,1 80,38 due to Rusnaftaimpex, 51,761 ,983.08 remains unaccounted for. 
Based on SOMO’s documents and the testimony of senior members of the former Hussein regime, the 
logical conclusion to be drawn is that the remaining funds inured to the benefit of the allocation 
holder.^^ If such is the case, the Subcommittee estimates that 51,761,983,08 went to the benefit of 
Sergei Isakov on behalf of the Russian Presidential Council in connection with Contract M,''08/85: 


Table 3: Extimated Division of HayoiVs Paymaits Between Haverhiii/Busnafiaimpex and the Russian Fresideniial 
Council in connection wish Contract M/08/8S. 


Shipment 

Number of 
Barrels 
Lifted 

Rate of Payment to 
Haverhill & 
Rusnaftaimpex 

Payments to Uaverbill & 
Rusnaftaimpex 

Suspected Amount Paid to 
the Benefit of the Russian ' 
Ih'esidential Council 

1 

1,883,963 

20 a barrel 

537,679.26 

$414,471.86 

2 

1,857,303 

20 a barrel 

537,146.06 

5408.606.66 

3 

1,943,729 

20 a barrel 

538,874.58 

$427,620.38 

4 

2,324,019 

20 a barrel 

546,480.38 

$51 1,284.18 

Totals: 

$160,180.28 

$1,761,983.08“ 


See Bayoil Transaction Detail By Account for Licorne Pactfique, Tina, Berf'c Chief, and Olympia Spirit. 

Subcommittee interviews of Deputy Prime Minister Tanq Aziz. April 21, 2005, Vice President Taha Yasin 
Ramadan, April 18, 2005, Senior Hussein Regime Official No. I, April 14, 2005, and Senior Hussein Regime Official No. 
2, April 20, 2005; U.S. Treasury Iraqi Financial Asset Team interviews of former regime officials. February 1, 2004 (#12) 
and January 27, 2004 (#15). 

This figure amounts to 22^ per barrel on the 8,009,014 barrels lifted by Bayoil under Coniraoi M.'08/'85. 




472 


The suspected payment of $1,761,983.08 to Mr. Isakov on behalf of the Russian Presidential Council 
under contract M/08/85 accounts for the 8,009,014 barrels lifted by Bayoil, and docs not account for 
the 6 iiiilliuii barrels ofKirkuk crude also contracted for under Contiact M/08/85. SOMO documents 
indicate that a total of 14,000,000 barrels were lifted under M/08/85.^' Therefore, depending on the 
terms of the deal struck between Rusnaftaimpex and whichever company lifted the Kirkuk oil, there 
were likely to have been substantial additional payments in favor of the Russian Presidential Council 
in excess of the $1,761,983.08 resulting from payments made by Bayoil. 

There is no evidence that any “surcharge” pa>anents were made to the Hussein regime in 
connection with Contract M/08/85. Contract M/08/85 was executed prior to September 1, 2000 (the 
date that the Hussein regime first imposed “surcharges” on oil contracts). A possible explanation for 
the absence of any surcharge payments on Contract M/'08/85 is found in a memorandum written by a 
SOMO official explaining the origin and iiiilial implementation of the surcharge demand: 

A decision was made in August 2000 to impose a surcharge of 100 per 
barrel for all markets (as of mid phase (8) and until the end of the phase) 
on the shipments that will be lifted as of September 1 , 2000. 

* * * 

[S]omc of these parties declined to pay the surcharge in phase (8) claiming 
that the payment notification for the shipments lifted on September 1, 

2000 came late, and that they had already sold the quantities allocated to 
them to other companies before they had been told to pay; therefore, they 
were unable to pay 1 00 per barrel.®^ 

Although two of the four Bayoil liftings occurred after September 1, 2000, there is no indication that 
any of BayoiTs payments to Haverhill and Rusnaftaimpex were in satisfaction of surcharge demands. 
Finally, other SOMO documents indicate that no surcharge payments were made in connection w'ith 
Contract M/08/85. 

C. The Third Allocation (Phase 9: December 2U00 to July 3, 2001) 

There was no approved list of allocations at the beginning of Phase 9, which commenced on 
December 6, 2000. This was due to the fact that (he Hussein regime had begun to demand 100 per 
barrel ‘‘surcharges” on oil purchases lifted after September 1, 2000, and since many companies refused 
to pay, SOMO was instructed to sign contracts with any company willing to pay the surcharge.*** 
Sergei Isakov was apparently wflUng to comply with the surcharge demand and he traveled to Iraq to 
sign a contract on behalf of Rosncftcimpcx. Contract M/09/25*^ was executed in Baghdad on January 
17, 2001 betw’een Rosiiefteiinpex and SOMO and was signed by Mr. Isakov as “Adviser to General 
Director” of Rosnefteimpex.*® Contract M./09/25 was approved by the U.N. Oil Overseers on January 
18.2001.*^ 

Mr. Isakov was personally involved in the negotiations between Rosnefteimpex and Bayoil in 
relation to Contract M/09/25, and specifically demanded that Bayoil pay high premiums as part of the 
deal: 

To: Bayoil 

Re: Shipment of Basrah Light crude in April-May-.Tune 

M/t «Slavros» B/L 3.04.01 

M/d «Mariner» Laycan May 14th and about 2,000,000 bbls 
loading in June (Subject agreement of SOMO) 


SOMO Memorandum dated February 19, 2004, Attachment 5, Table 2 titled “Quantities of Crude Oil Lifted by 
the Companies and Russian Parties during the Phases of the Memorandum of Understanding.” 

SOMO Memorandum dated February 19, 2004, Attachment 4. 

Id. (excerpts relating to Contract M/08/85). In the row that lists the surcharge rate for Contract M/C'8/85, it 
states “what has been paid is higher than.” In no other part of Attachment 4 is such an entry made. The meaning of the 
notaiiori is unknown. 

SOMO table titled '‘Crude Oil .Alioealions during Phase (9) of the Memorandum of Understanding;” Duelfer 
Report, p. 182. 

Contract between 'Rosnefreimpex and SOMO designated M./09/25 dated January 17, 2001. 

The original volume for Contract M/09/25 was 6 million barrels, but that amount was subsequently increased to 
16.35 million barrels, of which 11.428 iiiillioii barrels were ultimately lifted. SOMO memorandum from the Crude Oil 
First Marketing Department to the Financial Department dated May i4, 2001; SOMO chart titled “Crude Oil Purchases 
during Pliase (9) of the Memorandum of Understanding.” 

U N. Oil Overseers approval of Contract \L'09/25 dated January 18, 2001. 
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Att: Mr. David Chalmer [wc]. President 

Dear Sirs, 

Taking into account the relationships between our companies and also the 
fact that your company is one of the important Suppliers of crude oil to US 
and European Consumers, we would like to continue our collaboration. 

Subject agreement with Supplier we propose to you above quantities and 
any other quantities within this period. 

We consider that after last decision of OPEC to cut crude oil output, crude 
oil market improved and we have intention to cooperate with your 
company for promotion purposes of Iraqi oil to the market. 

Having in mind the above we would like to receive higher trading benefit 
after selling of crude oil on the market at the level of not less than USD 
0.35 per each barrel. 

In case of your agreement we are ready to conclude respective deal with 
your company. 

We expect your answer. 

Best regards, 

S. Issakov®® 

The fee arrangement between Bayoil, Rusnaftaimpex, and Haverhill (established in connection with 
Contract M/08/85) continued during Contract M/09/25, as referenced in an invoice relating to BayoiTs 
first lifting under the contract. On April 3, 2001, the vessel Stavros G L. lifted 250,000 bands of 
Basrah Light crude under Contract M/09/25.*’^ In connection witli that lifting, on April 25, 2001, 
Rusnaftaimpex invoiced Bayoil for $87,500 (250,000 barrels at 35«5 a barrel) that was owed under the 
“Contract dated ,Tuly 11, 2000, addendum No2 dated 18 January 2001.”^'’ Tellingly, Rusnaftaimpex 
instructed Bayoil to pay the money into an account in favor of Haverhill and not into an account in its 
own favor, which is further evidence of a close association between the two entities. Bayoil made this 
first payment relating to Contract M/09/25 to a bank account in Haverhill’s name at the Hellenic Bank 
Ltd. in Cj'prus on May 2, 2001.'^' For unknown reasons beginning with Contract M/09/25, Bayoil 
ceased to refer to these payments as “Commissions - Russia” in its ledgers, as it had done with the 
payments it made under Contract M/08.''85 in the previous phase. Instead, Bayoil’s ledgers list the 
payments to Haverhill as “Crude Purchases.”*^^ Another departure from Contract M/08/85 was that 
Bayoil ceased to take note of these payments in its internal pricing worksheets. All references to 
“premiums” and “Price Premium Over” the official sales price are notably absent from Bayoil’s 
internal documents relating to Contract M/09/25. 

In total, Bayoil completed four shipments of oil under Contract M/09.''25 and lifted a total nf 
6,271,688 barrels of Basrah Light crude.^^ As was the case with BayoH’s first shipment under 
Contract M/09/25, after each subsequent shipment Haverhill invoiced Bayoil for the “fee” tiiat it was 
owed pursuant to the terms of the July 11, 2001 contract.*^^ As detailed in the table below, Bayoil 
made payments totaling $2,140,039.62 in coiincclioii with Contract M/09/25 to accounts in Haverhill’s 
name at the Hellenic Bank; 


Facsimile from Rosnefteimpex to Bayoil dated April 20, 2001 (SNT 020928) (emphasis added) 

SOMO invoice statement for Contract M/09/25. 

Invoice from Rusnaftaimpex to Bayoil dated April 25, 2001 (SNT 021260). Rusnaftaimpex billed Bayoil ati 
additional $3,00D in this invoice for unknown reasons. 

Wire transfer request from Bayoil lu BNP Pariba.s (Suisse) SA, Geneva, dated May 2, 2001 (SNT 021259). 

Bayoil Transaction Detail By Account for5wvroj' G.L (B/L April 3, 2001), Scliebe/lu (B/L April 19, 2001), 
Ailru 5em{B/LMay 20, 2001), and Olympia Spirit (B/L 3uiy 13,2001). 

SOMO invoice statements for Contract M/09/25. 

Invoices from Haverhill to Bayoil for payments related to Contract M/09/25 (SNT 019650, 020995, 022344). 
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Table 4: Bayoii Payments to Haverhill in connection with Contract M/69/25. 


: : Shipment 

Bate of 
Lifting 

Number of 
Barrels Lifted 

Rate of Payment to 
Haverhill 

Destination of 
Shipment 

Payments to 
Haverhill 

1 

04/03/01 

250,000 

35d a barrel 

North America 

$87,500.00 

2 

04/19/0] 

2,160,986 

30^ a barrel'^*^ 

Europe 

5651,295.80 

3 

05/20/01 

1.860,777 

35d a barrel 

North America 

$651,271.95 

4 

07/13/01 

1.999,925 

37.5(i a barrel 

North America 

$749,971.87 

Total Payments^^ from Bayoil to Haverhill for in Connection with Contract M/09/2S: 
(2,160,986 barrels @ 30f? a barrel; 2,110,777 @35(i a barrel; 1,999,925 @ 37.5^i n barrel) 

$2,140,039.62 


As is plainly evident from the table, the rale of payment to Haverhill was lower for the shipment that 
was bound for the European market. That difference corresponds to the fact that the Hussein regime 
charged a lower surcharge rate for shipments destined for the European market than for shipments 
destined for the North American market. 

Unlike Contract M/08/85, the evidence indicates that surcharges were paid to the Hussein 
regime in connection with Contract M/09/25, and these surcharges were substantial. The liftings 
performed under Contract M/09/25 occurred during the period when the Hussein regime charged 25^ a 
barrel for shipments destined for the European market and 30e a barrel for shipments destined for the 
North American market. All the available evidence indicates that the Russian Presidential 
Council/Rosnefteimpex/Haverhill paid the surcharges demanded in connection with Contract M/09/25. 
For in.slance, correspondence between Bayoil and Rosnefleinipex indicates that the price calculation 
for the shipment on the vessel ^/flvro.s G.L included the .surcharge amount: ‘This Contract or 
Agreement should cover ... m/t ‘Stavros' B/l . 3.04.01 - 250 000 bhh of Basrah Light surcharge to 
OSP 0,35 - 0,40 $/bbl.’*‘^^ Additionally, in March 2001 Rosnefteimpex made a request to SOMO to 
extend the expiration dale of Coniracl M.''09/25 and to increase the quantity of oil under the contract in 
consideration for the surcharge payments that Rosnefteimpex had made. An internal SOMO 
memorandum detailed the request: 

To: [His Excellency] the Executive Director 

Re: Contract M/09/25 with Rosimpex Htcl Russian Company (The 

Presidential CounciH 


4 - Rosnefteimpex company requested to change the quantity of the 
contract to the following: 

Basrah Kirkuk Total 

4 2 6 

to be lifted in ApriLTvlay 2001, and to extend the validity of the contract 
until 05/15/2001, taking into consideration that the company has settled 
both of the surcharge amounts due to our embassy in Moscow as per the 
telephone conversation with their representative in Baghdad. 

Furthermore, SOMO’s documents indicate that all of the surcharges due in connection with Contract 
M/n9/25 were paid. In total, 14,431,154 barrels were lifted under Contract M/09/25, 6,271,688 of 
which were lifted by Bayoil.^ A total or$3, 918,481. 80 in surcharge payments w'as due to Iraq, all of 
which was paid.'^*' Ipso facto, all of the surcharges that were ow'ed in connection with BayoiFs 


I'he actual rate calculates to $0.301388 per band. 

Transaction Detail By Account tor Hiavros G.L. (B/L April 3, 2001), Seitehello (B/L April 19, 2001], 
Astro Beta (B/L May 20, 2001), and Olympia Sp/rw (B/I. July 13, 2001). 

” Facsimile from Rosnefteimpex to Bayoil dated April 17, 2001 (SNT 020929-93 1), 

Memorandum Irom the Head of Crude Oil First Marketing Dcpartmcnl to ihe Executive Director of SOMO 
dated March 24, 2001 (emphasis added). 

SOMO invoice statements for Contract M/09/25. 

SUMO Memorandum dated February 19, 2004, Attachment 4 (c.xcerpis relating to Co-itiact M/09/25). It 
appears as though the pariie.s involved overpaid by a </e amount, $61.20. 
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li filings under the contract were also paid. The Subcommittee estimates that $1,773,457.10 of Bayoil’s 
payments into Haverhill’s bank accounts at the Hellenic Bank was ultimately routed to the Hussein 
regime for the satisfaction of surcharges: 


Table 5: Estimated Surcharge Payments Made in Connection with BayoH's Shipments Under Contract 
M/09/25. 


Shipment 

Number of 
Barrels Lifted 

Destination of 
Shipment 

Rate of Surcharge 

Surcharge Payments 
to Iraq 

1 

250,000 

North America 

30^ a barrel 

575,000.00 

2 

2,160,986 

Hurope 

25^ a barrel 

$540,246.50 

3 

1,860,777 

North America 

300 a barrel 

$558,233.10 

4 

1,999,925 

North America 

300 a barrel 

$599,977.50 

Total Surcharge Payments from Bayoil Liftings Under Contract M/09/25: 

$1,773,457.10 


The surcharge payments that were drawn from BayoiTs payments to I laverhill do not account fur all of 
the surcharge payments made to Iraq in connection with Contract M/09/25. SOMO's documents 
reflect that a total of $3,918,543 in surcharges were paid to Iraq under Contract M/09/25, which 
indicates that other unknown purchasing agents and/or oil companies made surcharge payments 
amounting to $2,145,085.90 for their portion of the oil lifted under the contract. 

Once the surcharge payments have been taken into account, the question remains as to what 
happened to the remainder of the payments made by Dayoil to Haverhill in connection with Contract 
M/09/25. Under the terms of the prior contracts between Bayoil and Rusnaftaimpex dated July 11, 
2000, Bayoil was obligated to compensate Rusnaftaimpex at a rale of 2^ per barrel for being the 
purchasing agent. As such, Rusnaftaimpex was owed $125,433.76 (6,271,688 barrels @ a ban-el). 
Once Rusnaftaimpex's fees have been daluctcd from the amount paid by Bayoil to Haverhill, there 
remains a balance of S241 ,148.76. Baseti on SOMO's documents and the testimony of senior 
members of the former Hussein regime, the logical conclusion to be drawn is that those remaining 
funds were paid to the allocation holder. If that is (he case, the Subcommittee estimates that 
$241,148.76 went to the benefit of Sergei Isakov on behalf of the Russian Presidential Council in 
connection with Contract M/09/25; 


Tabic 6: Estimated Division of Bayoil's Payments Between Iraq, Rusnaftaimpe.K. and the Ru.ssian Presidential Council 
in connection with Contract M/09/2S. 


Shipment 

Number of 
Barrels 
Lifted 

Surcharge Payments to 
Iraq (25 or 30^ a 
barrel) 

Payments to 
Rusnaftaimpex 
(20 a barrel) 

Suspected Payments for the 
Benefit of the Russian 
Presidential Council 


250,000 

$75,000.00 

$5,000,00 

$7,500.00 

2 

2.160,986 

$540,246.50 

S43.2 19.72 

$67,829.58 

3 

1,860,777 

$558,233,10 

$37,215.54 

$.5.5,82.3.31 

4 

1,999,925 

$599,977.50 

$39,998.50 

$109,995.87 

Totals: 

6,271,688 

$1,773,457.10 

$125,433.76 

$241,148.76"” 


The suspected payment of $241,148.76 to Sergei Isakov on behalf of the Russian Presidential Council 
under Contract M/09/25 accounts only for such payments made on the 6,271,688 barrels lifted by 


Comracl beiween Bayoil and Rusnaftaimpex dated July II, 2000 (SNT 0I4953-95.S); Contract between Bayoil 
and Rusnaftaimpex dated July 1 1, 2000 (executed) (SNT 01 70 1 4-0 1 7). 

Subcommittee interviews of Deputy Prime Minister Tariq Aziz, April 21. 2005, Vice President Taha Vasin 
Ramadan, April 18, 2005, Senior Hussein Regime Official No. 1. April 14, 2005, and Senior Hussein Regime Official No. 
2, April 20, 2005; U.S. Treasury Iraqi Financial Asset Team interviews of former regime officials, February I, 2004 {UM) 
and January 27, 2004 1 5). 

This figure amounts to 3.845< per barrel for the 6,271,688 barrels lifted by Bayoil under Contract M/09/25. 
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Bayoil. SOMO documents, however, indicate that a total of 14,431,154 barrels were lifted under 
Contract M/09/25, and therefore what is not accoimted for in the above table is any money that may 
have been paid to the Russian Presidential Council in connection with the remaining 5,156,312 barrels 
that were lifted under Contract M/09/25. Depending on the terms of the deal struck between 
Rusnaftaimpex and the company or companies that lifted the oil, there may have been additional 
payments in favor of the Russian Presidential Council in excess of the $241,148.76 resulting from 
payments made by Bayoil. 

D. The Fourth Allocation (Phase 10: July 4, 2001 to November 30, 2001) 

The Hussein regime allocated 16 million barrels to the Russian Presidential Council in Phase 
10.'°^ On July 14, 2001 the Hussein regime executed Contract M/10/15 with Rosnefteimpex for 17 
million barrels — 10 million barrels of Basrah Light crude and 7 million barrels of Kirkuk crude."^*’ 
SOMO documents indicate tliat the extra 1 million barrels included in Contract M/10/15 was for the 
benefit of the Russian ambassador to Iraq, Vladimir Titorenko.*^’ Other SOMO documents confirm 
that Sergei Isakov was the point of contact for the allocation.**^* The contract for 17 million barrels 
was executed in Baghdad by “Adviser to General Director” Sergei Isakov on behalf of 
Rosnefteimpex.'*^^ Contract M/10/15 was approved by the U.N. Oil Overseers on July 24, 2001,' 

Certain correspondence connected wdth Contract M/lO/15 provides additional evidence that 
there is no discemable difference as to who controls the various entities conducting these transactions. 
For instance, on August 21, 2001 Yuri Poukhov of Rosnefteimpex delivered an invoice to Bayoil on 
Haverhill’s letterhead for the premium payment owed in connection with a shipment of oil lifted under 
Contract M/10/15: 

HAVKRHILL TRADING LIMITED 
23. ARJSTIDOU STR., PIREAS, GREECE 

To: Bayoil Supply and Trading Limited 

Att: Mrs. Jean Johnston 

CC: Mr. Ludmil Dionissiev 

Herebelow we arc sending to you final invoices No. 03/1 7/08 for 
m/t «Magdetaine» B/L 17.08.01 and No. 04/17/08 for m/t «Stena 
Convoy» B/L 21.08.2001. 

Best regards, 

Y. Poukhov'" 

The memorandum forwarded an invoice charging Bayoil $683,501.25 for the Stena Convoy 
shipment."^ Prior to that memorandum, all such invoices and other correspondence from Haverhill 
had been delivered by Marios Kontemeniotis, the purported “director” of Haverhill, In response to the 
letter from Mr, Poukhov, on September 13, 2001, Jean Johnston of Bayoil wrote a memorandum to 
Rosnefteimpex to the attention of Mr. Kontemeniolis, although he supposedly had no connection to the 
Russian oil trading company: 

TO: Rosnefteimpex, Moscow 

ATTN:Mr. Marios Kontemeniotis 
FAX: 7095 979-6071 

CC: Mr. Y. Poukhov 
FROM: Jean Johnston 
* » * 


SOMO Memorandum dated February 19, 2004, Attachment 5, Table 1; Duelfer Report, p, 18.S. 
Contract between Rosnefteimpex and SOMO designated M/1 0/1 5 dated July 14, 2001. 

SOMO Memorandum dated February 19, 2004, Attachment 5, Table 2. 

Letter from the Cmde Oil First Marketing Department to the Financial Department dated July 18, 2001 . 
Contract between Rosnefteimpex and SOMO designated M/10/15 dated July 14, 2001, at p. 10. 

U.N. Oil Overseers approval ofContractM/'10/15 dated July 24, 2001. 

Letter from Haverhill to Bayoil dated August 21, 2001 (SNT 023706). 

Haverhill invoice to Bayoil dated August 17, 2001 (SNT 023712). 
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Dear Sirs: 

With rclbrcncc to your faxed invoices of today, please be advised 
following payments have been made: 

Magdelaine (Your invoice no. 03/17/08) US $716,933.25 - value August 

20, 2001 

Stena Convoy (Your invoice no. 04/17./08) US $683,501.25 - value Aug, 

22,2001 


Best regards, 

Jean Johnston”^ 

Other correspondence illustrates that Haverhill did not even prepare the invoices sent under its own 
letterhead. For example, a letter from Rosnefteimpex to Bayoil indicates that Rosnefteimpex, and not 
Haverhill, prepared an invoice to Bayoil in connection with Contract M/ 10/15: 

To: Bayoil 

Re: M/t «Hellespont Capitol» B/L 02.1 1.2001 

Att: Mrs. Jean Johnston Date: 26.11.01 

Dear Jean! 

Wc are preparing invoice for above cargo. As soon as price differences 
are clear we will present respective invoice. 

>1: * * 

Many thanks. 

Best regards, 

Y. Poukhov'''’ 

These documents are additional evidence that Rosnefteimpex, Haverhill, and Rusnaftaimpex were not 
independent corporate entities conducting oil transactions at arm’s length, but were related and acting 
in concert to facilitate the payment of premiums on oil purchases under the Oil-for-Food Program, and 
in many instances forwarding payments to the Hussein regime in satisfaction of “surcharges.” 

In total, Bayoil completed eight shipments of oil under Contract M/10/15 and lifted a total of 
12,828,688 barrels. After each shipment, Haverhill invoiced Bayoil for the amount that it was owed.’’*"' 
For Contract M/10/15, Bayuil paid a premium of 37.50 per barrel for the first six shipments, 39.50 per 
barrel for the seventh shipment, and 42.50 per barrel for the eighth shipment. In total, as detailed in 
the table below, Bayoil made payments totaling $4,953,020.64 to Haverhill's account at Hellenic Bank 
in Nicosia in connection with Contract M/lO/15: 


Tabic 7; Bayoil Payments to Haverhill in connection with Contract M/IOHS. 


b lip iieiil 

of 

Lifting 

Barf^s Lifted ' ~ 

.' Rajiu’ur t« | ' t t Dc^liiidUMn of 

lUkirlnU ShipjsKiit 

I'ayiiii'iiis 1(1 

Haviiliill 

1 

08/ni/oi 

200,00fi 

37.50 a barrel North America 

$75,000.00 

o 

08/15/01 

1.911,822 

37.50 a barrel | North America 

$716,933.25 

3 

08/21/01 

1,822,670 

37.50 a barrel North America 

$683,501.25 

4 

08/26/01 

150,000 

37.50 a barrel 

North America 

$56,250.00 

5 

09/08/01 

2,356,360 

37.50 a barrel 

North America 

$883,635.00 


' Memorandum from Bayoil to Rosnefteimpex dated September 13. 2001 (SNT 023693). 

' Facsimile from Rosnefteimpex to Bayoil dated November 26, 2001 (SNT 025304). 

Invoices from Haverhill to Bayoil for payments related to Contract M/IO/IS (SNT 023554. 023698. 023700, 
024006, 022658. 024141, 024624, 025301). 
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6 1(W, 15,01 ; 1.900,489 I 37.5cabarrcl j North America 


7 I lOOOOl 2.586,824 39.5c a barrel North America 

8 11/02/0] 1.810,523 42.5c a barrel . North America 


Total Payments' from Bayoil to Haverhill in Connection with Contract M/lO/lSt 
j (8,431 >341 barrels @ 37.5ff a barrel; 2,586,824 ^39,5^ a barrel; 1,810,523 42.S(! a barrel) 


S746,433,.^8 
SI. 02 1.795. 48 
5769,472,28 

$4,953,020,64 




'I he Subcomniiuee currently has iio explanation for the spike in the rate of premiums for the final two 
shipments on October 9, 2001 (39. 5e a barrel) and Noxember 2. 2001 (42.5c a barrel). All of Bayoil's 
shipments under Contract M- 10. 15 were destined for the North American market and therefore carried 
a surcharge rate of 3()c per barrel {sec Table 8. below). As such, (here was no need to raise the price 
per barrel to account for any s ananco in the surcharge rale. 

Contract M 10 15 was executed and performed during the .surcharge period, and therefore 
resulted in multiple payments to the Hussein regime. A letter from the F.\ecLiti\ e Director of SOMO to 
tlic Minister of Oil noted that the surcharge payments due under Contract M'10’15 were ‘'Pa\ablc in 
one month from the date of loading."" Over 16 million bands were lifted under Contract M 1 0 15. 
12,828,688 of which were liOed hy Bayoil. '* SOM()*.s dtJcumenis Indicate that all of the suicharges 
due in connection with Contract M 10 15 werepaid."' Ipso facto, all of the surcharges that were owed 
in conneclioi'i with Bayoil's lifitings under ihe contract were also paid. The Subcommittee estimates 
that $.3,848,606.40 of Bayoil’s payments to Haverhill's account at the Hellenic Bank were fonvarded 
to the Hussein regime for the satisfaction of surcharges; 


Table 8; /'siinuiietJ Surcharfie PdvmeniK ^fade in Ctmnvcfdnt with Buyoif's Shipments I'nder (imtracf 


Sfaipmeut 

Number of 
Barrels Lifted 

Desiifuitioa of 
Shipreeot 

Rale of Surcharge 

■ "1 

Surcharge Payments 
to Iraq 

1 200,000 

North America 

.30c a barrel 

S(i0,()()().0l) 

' 2 

1.411.822 

North America 

.>0c a barrel 

$57.1,546,60 

1 . -V 

1,822,670 

North America 

.>()c a biirrel 

$546.80], 00 

4 

1 50,000 

North America 

.>0e a bitrrel 

$45,000.00 

I L . 

2.356.36(1 

North .America 

30c a barrel 

5706,908.00 

^ 6 

1 ,990,489 

North America 

30c a btirrcl 

$597,146.70 

7 

2,586,824 

North .America 

30c a b;irrel 

.$776,047.20 

S 

1,810,523 

North .Ainenca 

30c a barrel 

$543,156,90 

Total Surcharge Paymcols from Bayoil Liftings Lnder Contract M/IQ/IS; 

$3,848,606.40 


I he .surcharge pas tnenh (hat resulted fioni BayoiTs payments to 1 laverhill do not account for all of the 
surcharge payments made to Iraq in connection with C'oiUraci M'lO'lo. SOMO's documents reflect 
that approximately 55 million in .surcharges were paid to Iraq under Contract .M/lO’l 5, which indicates 
that other oil companies and or purcha.sing agcmis made surcharge payinenls amounting to over SI 
million for ihcir portion of the oil lifted undcrlhe contract. 


Bayoil irunsaction Detail By .'\ctoanl for Sle/ui iB 1. .Auiiusi 1, 20(11). Mufit/fhii.’u- (B I. August 

ly 2001). -S/uuu rvi/noi- Hi I AugiiM 2\.20(n),SclU'Mlo (H I. August 26, 2001 y.SVi/iMnMB I. Septernher X, :()01|,.Sf;ru 
(B I September 15, 200! ). Oh nipm .S/ji/// (B I. October 0. 2001 ). and Ifelh’SfKmt CapunI (B I Nuveirher 2, 2001 ) 

'' I elter frutn llic l/xceutise Director of.SO.MO to the Minister of Oil dated July I 5. 2001 

SOMO invoice siaiements f(u Ooiuraet M 10 1.5 (mdieating, that 16,818.559 harreb ^eie lifted); SOMO 
.Mcmoraiiduni dated F'chuian 19. 2004, .Altaclimeni 4 

SO.MO .Memoiandiim daied February 19. 2004, .\uachiix-nt 4 fexcerpis relating ti) Coirraci M 10 I<). 
indicjling that S 1 54. 1 5. a tie minimis anicium. was still owed under f'ontiael M 10 1 5. 

SOMO MeinoraiHliini dated i ebruary 19. 2l)()4. .Aiiachrtu*iil 4 


18 


479 


Once ihc surcharge paN ments have been deducted, the question remains as to \v hat happened lo 
the remainder of the payments made by Bayoil into llavcrhilTs bank account in connection with 
Contract Mid 15. Under the temis of prior contracts, Bayoil was to compensate the purchasing agent 
at a rate of 2c per barrel. ' ' As such, the purchasing agent for Contract M; 10/1 5 (cither Rosnefleinipc-X 
or Rusnaftaimpex) was entitled to keep S256.573.76 (12.828,688 barrels 'ii. 2c a barrel). Once those 
fees have been deducted, there remains a balance of S847.840.48. iiased on SOMO's documents and 
the testimony of senior members of the former Hus.seiii regime, the logical conclusion to be drawn is 
that the remaining funds went to the allocation holder. *' If .such is the ease, the Subcommittee 
therefore csliniate.s that $847,840.48 went to the benefit of .Sergei Isakov on behalf of the Russian 
Presidential Council in connection with Contract M 10 15; 


Table 9: E\iiman‘d Division of Payments Reiween Iraq, Kosncftcimpex^Rusnaftaimpex, anti ilte Russian 

Presidential i'ouneil in eonneetion h/V/i Contravt \t/lO/I5. 


i Shipment 

1 

Number of 
Barrels 
Lifted 

Surcharge Pa>nicnts 
to Iraq <30r a barrel) 

Bayoii Payments to 
Purchasing Agent 
(2^ a barrel) 

Suspected Payments for the 
Benefit of the Russian 
Presidential Council 

1 

2()().()00 

S60.0(M).00 

54.000.(10 

Sll.OOO.OO 


1.91 1,822 

S573.546 60 

SjS.236.44 

5105.150.21 

3 

1.822,670 

5546,801.00 

536,453.40 

5100.246,85 


150,(100 

545.000.00 

$3,000.00 

$8,250.00 

5 

2,356,360 

S706.908.{KI 

547.127.20 

5129.599,80 

L_ ^ ., 

1 ,990.489 

5597.14(1.7(1 

539.809,78 

S 1 09.476,90 

7 

2,586,824 

S77().047.2() 

S5l.73(,,4S 

5194,011.80 

i 8 

1.81(l,.‘i23 

S543.15(>.90 

S3(>.2IO,4(> 

5190,104.92 

1 Totals; 

12,828,688 

$3,848,606.40 

$256,573.76 

$847,840.48'" 


Tile suspected pa>7ncni of $847,840.48 to Sergei Isakov on behalf of the Russian Presidential 
Council in connection svith Contract M 10 15 accounts only for the pa\7nent.s made in connection with 
the 12.828,688 barrels lifted by Bayou. SOMO documents indicate iliai o\'er 16 million harrels were 
lifted under that contracf"* and therefore whut is not accounted for here is any money paid to the 
allocation holder in connection with the over 3 million barrels that were lifted under Contract M.'IO'IS 
by companies other than Bayoil. Depending on the icnns of the deal struck between Rosncftcimpe.x 
and the company that lifted that oil, there would likely ha\ c been additional payments in fa^or of the 
Russian Pre.sidential Council in excess of the $847,840.48 resulting from pavments made bv Bayoil. 

F-. The Fifth Allocation (Phase II: December I. 2001 to May 29, 2002) 

1 lie Russian Presidential Council, through Sergei Isakos', was awarded an allocation of 16 
million barrels by the Hussein regime during Phase 11.'*' This allocution resulted in ('oniract M l 1;()5 
between the Ru.ssian Hiigincering Company and SOMO. Contract M 1 1 '05 w as executed in Baghdad 
on December 26, 2001 for 16 million barrels of oil - 9 million barrels of Basrah Light crude and 7 


1 acli uf the fijiht iimiicc.'i scin by liavcrhill lo Bayoil in cormcvlum 'Mill Conti ucl M 11) 15 rclVrcd to a contract 
dated July 1^, 2001 and 'ani>u^ addenda U) that ct>nliacl. Ihc SMbcoinmiitcc Iwi nut >ct obumetl a copv nf tiui cniuraci or 
any addenda If ttic arrangcniciii hetween ilte parties lield tnic to form, then tne July I'J, 20(1 1 contract and its addenda 
"oiiKi ha'e ailhered lo the (crnis of prior contrucis entered ;nlo by Bayoil and Ku'iiatlairnpex in cimncciion v,ith ('uniracl 
M OS S5 and ( ontraci M 09 25 ['or the puipirscs of tins Report, ue assume that ihe rale of compensation for the 
purclia.siiii! agent remained at 2c per barrel (SSJ 1>I4953-9.'S; SM 017014-017). 

Suhcoinmiticc inicrvic"s of I)c*put> Piiiiic Minister Tanq \/.\/. .Apnt 21. 200.*^. \'icc I're.sulent 1 aha Vasin 
Ruiiuidan. .Xpril IX, 2005, .Senior Hussein Regime omcial No 1. .-\pril 14. 2005, and Senior Hussein Regime Official No. 
1. April 20. 2(X)5; f S. Treasury Iraqi { inancul .Assc-i Team mtcrvicus of former regime oflicials. Tebillarv 1. 2004 (al2) 
and January 27. 2004 (- 1 5| 

1 his figure amounts to appro\iinateK 6.6c per barrel on the 12.S2.S.6K8 bancLs lifted hv Bavoil under Comracl 
-MlOl.v ■ ■ 

SOMO invoice .statements for ( ontiact M 10 15. 

SOSfO .Metnotanduni dated Tcbriiary 10. 2004. Attachment .s, (able 1; Duelfer Repun, p. | KS 
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million barrels of Kirkuk crude.*^^ Sergei Isakov executed the contract as chairman of the Russian 
Engineering Company.'^^ SOMO documents indicate that, like Contract M/10/1 5, an extra 1 million 
bands was included in Contract M/10/15 for the benefit of the Russian ambassador to Iraq, Vladimir 
Titorenko.'^^ Contract M/1 1/05 was approved by the U.N. Oil Overseers on December 31, 2001.'^^ 

Unlike many of the contracts detailed in this Report, Bayoil did not perform any liftings in 
connection with Contract M/ll/05 and therefore the Subcommittee has limited documentation as to 
what amounts, if any, were paid to the benefit of the allocation holder. What is known is that the oil 
contracted for under Contract M/I 1/05 was indeed lifted in 10 shipments between January and July 
2002, and that approximately 15 million barrels were lifted.'^^' 

F. The Sixth and Seventh Allocations (Phase 12: May 30, 2002 to December 4, 2002) 

During Phase 12 the Hussein regime made two allocations for the benefit of the Russian 
Presidential Council, I'he first was to Sergei Isakov, an allocation that resulted in Contract M/12/69, 
and the second was to the head of the Russian Presidential Council, Alexander Voloshin, which 
resulted in Contract M/12/109. 

1. The Sixth Allocation 

The Russian Presidential Council, through Sergei Isakov, was awarded an allocation of 12.5 
million barrels by the Hussein regime during Phase 12.'^' This allocation resulted in Contract M/12/69 
between the Russian Engineering Company and SOMO. Contract M/12/69 was executed in Baghdad 
on July 20, 2002 and was originally for 1 million barrels of oil, but was subsequently amended and 
increased to a total of 12.5 million barrels -- 6.5 million barrels of Basrah Light crude and 6 million 
barrels of Kirkuk crude. Sergei Isakov executed (he contract as chairman of the Russian 
Engineering Company, 

As with Contract M/ll/05, Bayoil did not perform any liftings in connection with Contract 
M/12/69 and therefore the Subcommittee has limited documentation as to what amounts, if any, were 
paid to the benefit of allocation holder. What is known is that the oil contracted for under Contract 
M/12/69 WHS indeed lifted in eight shipments between October and December 2002, and that 
7,242,55 1 million barrels were lifted. 

There is no evidence indicating that any surcharges were paid to the Hussein regime in 
connection with Contract M/12/69.’^''^ This is due to the fact that such surcharges had been cancelled 
for all liftings that occurred after September 1, 2002,'^* and that all of the liftings performed under 
Contract M/12/69 occurred after that date. 

2 . The Seventh Allocation 

On or about August 24, 2002, faha Yasin Ramadan, the Vice President of Iraq, approved a 3 
million barrel allocation to the head of the Russian Presidential Council >- Alexander Voloshin.'^^ A 
month later, on September 24, 20U2, Chertioukov Arkady of Impexoil LLC executed Contract 
M/i2/109 with SOMO for 3 million barrels of oil -- 2 million barrels of Basrah Light crude and 1 
million barrels of Kirkuk crude. Sergei Tumanov of Impexoil forwarded the contract to the U.N. on 


Contracl between the Russian Engineering Company Ltd. and SOMO designated M/lftOS dated Dcecriiber 26 

2 [) 01 . 

Id., a: p. 10, 

^ SOMO Memorandum dated Febmary 1 9, 2004, Allachraent 5. Table 2; Diielfer Report, p. 1 88. 

U.N. Oil Overseers approval ofConrract M/1 1/05 dated December 31, 2001, 

SOMO invoice statements for Contract .M/Tl/05; Duelfcr Report, p. 188. 

SOMO Memorandum dated February 19, 2004, Attachment 5, Table 1 ; Duelfer Report, p, 193. 

U.N. Oil Overseers approval to amendment to Contract M/12/69 dated August 5, 2002. 

Contract between the Russian Engineering Company l td. and SOMO designated M/12^69 at p. 10, 

SOMO invoice statements for Contract MJ12/69; Duelfcr Report, p. 1 93. 

See SOMO Memorandum dated February 19, 2004, Attachment 4 (excerpt), iiidiealiiig that no entry wa.s 
recorded for Contract .M/12/69. 

Memorandum from the Crude Oil Marketing Second Department to The Financial Department dated September 
1 7, 2002; SOMO Memorandum dated February 19, 2004, Attachment 4. 

‘^’Memorandum from the Acting General Director ofSOMO to the Minister of Oil dated September 26, 2002. 
Contract between Impexoil l td. and SOMO designated M/12/109 dated September 24, 2002. 
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September 26 and the contract was approved by the U.N. Oil Overseers on the same day.'^^ On the 
same day, the Acting General Director of SOMO sought the approval of the Minister of Oil for 
Contract M/1 2/ 109, and indicated that the Vice President of Iraq had approved the allocation; 

To: [His Bxcellency] the Oil Minister 

Re: Approval on Exported Crude Oil Contracts 

In compliance with the approval of the vice-president of the republic, Mr, 

Taha Yassin Ramadan dated 08/24/2002 regarding the allocation of (3) 
million barrels in phase (12) to Mr. Voloshin, head of the Russian 
Presidential Council , please find below the details of the contract signed 
with Inipexoil Russian Company; 

1 - Number ofContract: M/12/109 Date: 09/24/2002 

2 - Name of Company Buyer: Impexoil LLC. 

3 - Nationality: Russian 

4 - Quantity & Quality: (3) million barrels divided as follows: 

(2) million barrels of Al-Basrah light crude oil FOB Al-Bakr terminal 
(1) million barrels of Kirkuk crude oil FOB Ceyhan terminal 


For your review and approval, please. 

The Minister of Oil approved Contract M/12/109 on September 28. Another internal SOMO 
document noted that the contract was “on behalf of the Russian Presidential Council,” but that the 
point of contact was Chertioukov Arkady of Impexoil.'**^ With Contract M/12/109 in place. Mr, 
Tumanov of Impexoil made the following offer to Bayoil on October 2, 2002: 

BAYOIL October 2"'*. 2002 

Attn: MR. LUDMIL DIONISSIEV 

Kef: PHASE 12 Contract with SOMO for the procurement of Iraqi Oil 
Dear Mr. Dionissiev, 

Further to our discussions we would like to offer the following quantities 
of Iraqi crude oil allocated to our company under Contract M/T2/109 UN 
Program. 

2’000’000 barrels of Basrah Light Oil ex Mina A) Rakr 
I’OOO’OOO barrels of Kirkuk Crude Oil ex Ceyhan 
The period of lifting - October 2002 at your options 
Price -OSP + US Dollars 0.06 
Letter of Credit is at your expense. 

We would very much appreciate your comments and are always open for 
discussions. 

Your prompt reply will be highly appreciated 
Sincerely yours, 

S. Tumanov 

Director for Iraqi Projects*"*^ 


Memorandum from Impexoil to the U.N. Oil Overseers dated September 26, 2002; U.N. Oil Overseers 
approval dared September 26, 2002. 

Memorandum from tlie Acting General Director of SOMO to die Minister of Oil dated September 26, 2002 
(emphasis added). 


142 

26.2002. 


Memorandum from the Oil Marketing First Department to Shipping & Quantities Department dated September 


Letter from Impexoil to Bayoil dated October 2, 2002 (enphasis added) (SNT 027864). 
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Uavoil responded U> Impcxoil's letter on the same dav and accepted llie olTer to purchase 2 million 
barrels of liasrah l.ieht crude and to pa> 6c per barrel over the official sale price Bayoil requested 
that Inipcxoil extend its offer on the Kirkuk crude until early the next \^eck. 

I hereafter, on October 4, 2()t)2. impexoil and Hayoit entered into a contract for the purchase 
and sale of 2 million barrels of Basrah Light crude wherein Bayoil would pay a '’commission" of 6c 
per barrel. "*^ Bayoil completed the first of its three liftings under (’ontract M 12 109 on October 16, 
2002 in an amount of 1,34(L073 barrels. Impexoil invoiced Bayoil on Ocioher 30, 2002 for $80,404.38 
(1,340,073 barrels (a 6c a barrel) and directed that the payment be made into an account at the Cyprus 
i\)pular Bank l.td. in Nicosia, Cyprus.''’'' Impexoil invoiced Bayoil for payments due after the 
remaining two shipments as well.''' In total, as detailed in the table helo\x. [3ayoil made payments 
totaling $182,267,94 into Impcxoil's account at the Cyprus I’opuhir i3ank in connection with Contract 
M: 12409: 


rabic 10: BayuU Paymenfs to ImpoxoH in lumaettiitn H'ith Contract \f/J2/l09. 


Sbipment 

Date of Lifting 

Number of Barrels 
Lifted 

Rate of Payment to 
Impexoil 

Payroenls to 
Impexoil 


10 16 02 

1 .340,073 

6c ;i barrel 

$80,404,38 

2 

12 02 02 

66().()00 

6c a barrel 

s.w,(, 00,01) 

3 

12.18 02 

1,037.726 

6c a barrel 

$62,263.56 

Total Payments'’^^ from Bayoil (o Impexoil in Conneciioo with Contract M/12/109: 
(3,037,799 barrels @ 6^ a barrel) 

$182,267.94 


riicrc IS no evidence indicating that any surcharges were paid to the Hussein regime in connection w ith 
Contract M'I2 ’1()9."‘'' This is due to the fact that such surcharges had been cancelled for liftings that 
occurred artcr September 1. 2002'^'^ and all of the liftings perforated under Contract M 12'1(I9 
occurred alter that dale. 

dhc Lillimalc destination ol the $182,267.94 paid by Bayoil into Impcxoil’s account at the 
Cyprus Popular Bank is not definitively known. Unlike Bayoil’s prior fee arrangcinent.s with 
RusnaflaimpexTlavcrhill wherein Bayoil agreed to pay the purchasing agent 2c per barrel, the 
Subcommittee does not have an analogous contract outlining any such arrangement between Huyoil 
and [mpexoil, and therefore docs not have direct evidence relating to the division of the premium 
payments between the purchasing agent and the allocation holder. Based upon the leslimony of senior 
members of the former Hussein regime, howev er, the purpose of awarding oil allocations w as for the 
financial benent of the allocation holder. '' The logical conclusion is that some or all of the 
$182,267,94 went to the allocation holder -- .Alexander N'oloshin, as head of the Russian Presidential 
Council. If such is the ca.se and on the assumption that Impexoil was compensated at the same rale as 
Haverhill and Rusnafiaimpex (2c a barrel), the Subcommittee estimates that SI 21,51 ! .96 went to the 
benefit of Alexander \'oloshin in connection w iih Contract M l 2 1(J9: 


'■*' Letter frtnu na\oil to Inipcxuil l.td. dalcd Oeiober 2. 2002 (SN T (I27X5«) 

••Agreem.Mii No M 12 01 D" between Impexoil l.td. and Bayoil dated (Xiober 4, 2(Kt2 iSNT [>27«42-X45) 

"" L-mail Irom Impexoil I.I.C to Bayoil dated October .^0. 2002 (SN T 027937). 

linuicc.s from Impexoil to Baxoil for payments related to ( oiitracl M 12 lUO (SM ()2K4XL 02X771) Lhe 
btler iinoice erroneously attributes the paymcni due as in connection w iiU ('oniiact .SI 1.7 3.'. 

Bayoil Tiansactioti Detail By .Xccouni for Tina (B 1. (X'lober 16. 2002). Monne .lihiniu (B I, December 2 
201)2). and Dorwi (B I December 18, 2002). 

SOMO Memorandum dated February 19. 2004. .-\tlaclHiK*nl 4 (excerpt), indicalitiy that no entry was recorded 
for Contract -M 1 2 1 09. 

.Memorandum from the Crude Oil Marketing .Second IXpartmcni to the Financial Depaniiicnt dated .Sepicnihcr 
1 7, 21)02. SOMO Memorandum d.iied Febniaiy 19. 2004. Aiiaehmciit 4 

Subcomniiitee inlerxiews of Deputy Prime Minister Tariq .\/.i7. .April 21. 201)5, Vice President laha 'l asm 
Ranudan, .April IS. 200.7. Senior Hiisseitt Regiine Official N'o. 1. .April 14. 2005, and Senior Hussein Reeime OtTicul No. 
2. April 20. 200.''. L.S. rreasiii y Iraqi i-inancial Asset Team inlcrvicw-s of former regime ol llcials, |•■ebnlirv 1. 2(M)4 («!2) 
and January 27. 2004 
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I'ahle 11: t^^iiwaied Division of Boyoit's Payments Between Impexitil and ihe Russian Presidential Council in 
connection with Contract M/J2''!09. 


Shipment 

Number of 
Barrels Lifted 

Assumed Rate of 
Payment to Impexoii 

Suspected Payments 
to Impcxoil 

Suspected Paynsents to the 
Russian Presidential Council 

1 1, 340,073 

2i: Ixiircl 

S26.801.46 

S53.602.92 

T 

660,000 

2c a barrel 

SI 3.200.00 

j S26,40t) j 


1,037,726 

2c a barrel 

520,754.52 

541,509.04 

Totals: 

SS0,755.9S 

$121,511.96'” 


(•. The Kighth and Ninth Allocations (Phase 13; December 5, 2002 to June 3, 2003) 

During Phase 13 the Hussein regime made two allocations for the benefit of the Russian 
Presidential Council. The first was to the “(lead of the Russian Presidential Council. ‘ Alexander 
Voloshin, which resulted in (’ontract M 13 33. The second was to Sergei Isakov, which did not 
ultimately result in a contract. 

1. T he Kighth Allocation 

i-or the last phase of the Oil-for-hood Program, a total ofi million barrels ucre allocated to the 
' Head of the Russian Presidential Council." Mr. Voloshin.''* On December 17, 2002. Contract 
M T3/-33 was executed between Inipexoil and SOMO for a quantity of. 350.000 barrels of Basrah Light 
crude The contract was forwarded to the U.N. Oil Overseers for approval on December 19. 2002 
and was appro\cd on the same day. *^ On Dcccnihcr 25. 2002. an internal SOMO memorandum 
indicated that the "parly benefiting" from the oil allocation was the "Head of the Russian Presidential 
Council": 

To: The I'lnancial Departincnt 

From: Crude Oil Marketing First Department Date; l2/25''02 

RH: C’omract No .M 13 33 Signed with Impcxoil LLC Company 

On 12/12 2002. we .signed a contract w ith the aforesaid company to supply 
it w nil quantity of crude oil as per the following terms; 

1 - Xuinber of Contract: M 13 33 

2 - Dale: 12 12'2(I02 

3 • Name ofCompany: Impcxoil LLC 

4 - Nationality: Russian Nationality of Al l ocation Holder: Russian 

5 - Pa rty Bc n efitinu from Al l ocation: Head of the Russian P residen tial 
C ouncil 

0 - Quantity (t Quality; (2) million barrels of Basrah light f'OB Al-Bakr 
terminal, including (1.650) million barrels that were lifted as per contract 
M 12 109 

» * • 

Please be informed and act accordingly.'*'* 

Notably, this letter makes reference to a prior contract -- M I 2T09 -- that wa.s executed in connection 
with a separate allocation gi\ cn to Mr. \’oloshin during the prc\ ious phase. 

Another reference to Mr. Voloshin was made a few days later, when the \oliimc of oil was 
increased for Contract M 13 .33. On January 2, 2003 ihe Director Cicncral of SOMO sent a 


' I his ngiiri; amounts lo Iv per hand on the 5.0.37.799 barrel.^ lifted by llayoil under Conitac! .M 1 2 IU‘f 

SOMO MciiHiramtum dated l-ehruary 19. 3004. .AttaehnK-nf s, ijhie h Dudfci Kepon, p 197 (listing the 
allocation at ].??■ million harrels.i 

Comract between Impe.-tDil and SOMO designated .M 13 33 dated Deccinbor 17, 3002 

.Memorandum from ImpcMnl to the f.N. Oil Overwers dated December 19. 200? 1 N approval of contract 
dated Dceembet 19, >003. 

Memorandum trorii the Crude Oil Marketing First DepannK'tll lo the I inatlcial Departmenl daled Dceemher 2.*^. 
2002 (emphjMS added) 
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mcmoraiKluni to Impcxoil lo ihe aiictilion of "Mr. A. Voloshin," The memorandum approved an 
amendment to the original contract to allow an additional 1 million barrels in be lifted: 

ROPL'BLIC OP IRAQ 
MINISTRY OF OIL 
STATT: oil MARKH'riNG 
SOMO 

DATE: 21 2(m 

TO; IMFHXOIL I.LC’ - MOSCOW - RT'SSIA 
FAX; 7095 9562615 
A' n~N:MR . A. VOLOS l.l IN 

RH; CRl.’OH OIL CONTRACT M 13 33 DATLiD 17.12.2002 

WL; are FLFASFD to a ttach HFRFWITH ADDENDU.M NO, ( 1 ) 

TO ihl: aforhmentionpi:) contract, n is to bh signed 

BY MR. \T.ADIMIR F.FROS (DIRFCIOR) AND TO BE TAXED 
BACK TO SO.VIO AND TO THE L'.N. OIL OVERSl-FRS FOR 
APFRCn-AL.-'^ 

Addendum number one to C'ontraci M13 33 was e.xcculcd by Impexoil and the volume of oil 
contracted Tor under M 13 '33 was increased lo a lolal of 1.350.000 hairels. Impexoil forwarded the 
amendment to the U.N Oil 0^•crsecrs on January 8. 2003 and the amendment wa.s approved on the 
.same day.' * Bayoil lifted the original contract ainoiiiU of 350.000 barrels on January 10 aboard the 
fk'llcspont (hami. ' ^ * 

On January 22, 200.3. Impexoil invoiced Bayoil for SI 7.500 (the equivalent of only 5c per 
barrel on 350,000 barrels). which Bayoil paid the next day.'*’’ The ultimate destination of the 
$1 7.500 paid by Bayoil to Impexoil is not definitively known. Unlike the arrangement between Bayoil 
and Rusnaftaimpex wherein Bayoil agreed to pay Rusnafiaimpex 2c per barrel, the Subconimiltcc docs 
not have an analogous contract outlining any such arrangement between Bayoil and Impexoil, and 
therefore docs not have direct evidence relating to the division of the premium pavTiicnl between the 
allocation holder and the purchasing agem. Based upon the testimony of senior members of the fonner 
Hussein regime, however, the puqrose of awarding oil allocations was for the financial benefit of the 
allocation holder '*’■ The logical conclusion is that some or all of the SI 7.500 went to the allocation 
holder. If such is the ease and on the assumption ihat Impexoil was compensated at the same rate as 
Haverhill and Rusnaftaimpex (2c a barrel), the Subconmiittee estimates that $10,500 went to the 
benefit of Ale.xander Voloshin in connection with Contract M 13 33. 


Table 12; Estirnufed Divhitm of Rayoil’s Paymenti Rei^em Impexoil uitcJ /he kuwiofi PreutienUal iouocit in 
connection with Contract 


Shipment i 

Number of 

i Assumed Rate of I Suspected Fay nient lo j 

Suspected Paymeot to the 


Barrels Lifted 

1 Payment to Impexoil j 

Impexoil j 

Russian Presidential Council 

1 1 1 .350.000 

2c a barrel 

S7,000,I)U 

510,500 00 

1 


Totals: 

$7,000.00 

$10,500.00'“ 1 


The suspected payment of SI 0,500 to Mr. Voloshin as head of the Ru.ssian Presidential Council under 
Contract M 13 33 accounts only for payments made on the 350,000 barrels lifted by Bayoil. SOMO 
documents, however, indicate that approximately 900,(KK) barrels were lifted under Contract 


Memoraiuiiini from SOVKJ U) iinpc.xoil I !.(’ dal«: January 2. 2(10* icrnphasis added) 

.Vcmoiatulum ftom Iiiipex«)jl Ilf m ihc f.N Oil Oxciscers dalcd January X. 200,^; f \ Oil Overseers 
approval Drameiidrtu-nt dated January H. 200.3. 

''' SOMO iinoicc siaieilicMit lorContract M 1.* .r.^. 

Inx oice I'roni Inipexuil \o Bayoil dated January 22. 200.3 (SNT 02">t>27> 

' Bayoil I ransacliou Dciail By .Accouni for flcffcsponi (irnruKH I January 10. 20(l.'>). 

Siibtoniimitec ir.ierviexxs of Deputy Prime Mmi.ster Taiiti \/.u. April 21, 2()(D. Vice I’reudem Taha ^■asln 
Ramadan, April IH. 2()():S, .Senior Hiixwin Regime Ollicial No. 1. .-Vpnl 14, 20(l.s. and Senior lliis.eiii Regime Oftlcial So. 
2. .April 2<l. 2(K).S; I' S. I rvaMity Iraqi Mnaiicial Asset Tejm inicrMCws of former regime olfieials, I chruaiy I, 2004 («12) 
and January 2*’. 2004 (••tl.S) 

^ I his Itgure is ihc equivalent of5e per band on the 350.00(> barrels It lied by Bayoil under ( ontruci M 1 .3 }}. 
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M. 13.33.""' and tlicrcforc what is not accounted for here is any money that may have been paid 10 Mr. 
Voloshin in connection uith the rernaining 550J)(H) barrels that were lifted under Contract M'13 33. 
Depending on the terms of the deal struck between Impexoil the oil company that lifted the remaining 
550,000 barrels, there may have been additional paviiicnis to Mr. Voloslun in excess of the Si 0.500 
resulting from payments made by Bayoil 

There 1 $ no evidence indicatmg that any surcharges were paid to the Hussciti regime in 
connection with Contract M 13 33.”’' I his is due to the fact that such surcharges had been cancelled 
for all liftings that occurred after September 1 , 2002'*’** and the single lifting perfomied under Contract 
M l 3 33 occurred after that dale. 

2. The Ninth Allocation 

According to SOMO documents^ Sergei Isakov was granted an allocation of 5 million barrels in 
Phase 13 on behalf of the Russian Presidciilial C’ouncil. *’ Ihcre is no evidence. howcNcr, that a 
contract wa.s executed in lunhcrancc of that allocation. 

HI. FINDINGS AND C ONCI.tSlONS 

Based on the foregoing, the Subcommiiiee estimates that a total of S2, 982. 984 28 was 
ultimately paid to the bonellt of the Russian Presidential ('oimcil. through either Sergei Isakov or the 
fomicr head of the Council, Ale.xander Voloshin. The Subcommiiiee also estimates that 55.622.063.50 
was paid to the Hussein regime in the fonn of surcharges resulting from these transactions. Finally, 
the Suhcommiilee concludes that the nominal purchasing agents involved in the transactions detailed 
herein were paid 5609,943.78. This estimate encompasses only those protlts derived from transactions 
where Bayoil lifted oil, namely the transactions related to Contracts M 08’85. M'()9 25, MHO 15, 
M.'12'I09, and M l. 3 33: 


Tabk* 13: f-Atitmued Division of Boyait's Beiifctrn traq. the Dcsig^nah’J Purchasing 4ntrnl.s, and ihe Russian 

Prexidi’nliat Council in connection H Uh Con/raci\ M/OX/SS, M/09/2S, M/IU/15, .M/12/109, and M/I3/J.h 


Contract 

Number of 
Barrels Lifted 

Surcharge Pa.vments 
to Iraq (2S~j(>f a 
barrel) 

Bayoil Payments to 
Purchasing Agent 
(2^ a barrel) 

Suspected Payments for the 
Beoeflt of ibe Russian 
Presidential Council 

M;08/S.‘i 

8,009,014 


SI 60,180. 2 8 

$1,761,983,(18 

M.'()9/25 

6,271.688 

51-773.457. 10 

SI25.433,7(i 

5241,148.76 

M.'l()15 

12.828.(.88 

S3. 848.(436 40 

S256.573 76 

$847,840.48 

M/I2;iiw 

.3,037.799 


S60,7,‘;5,y8 

$121.51 i,96 

.MT3/.33 

350,000 


57.000.00 

$10,500.0(1 

^ 

Totals: 

30,497,189 

$5,622,063.50 

5609,943,78 

$2,982,984.28 


♦ ♦ ♦ 


.SOMCJ McTnoranduni Jalcd I clmjary- 19. 2004, .Attaclimcnt 5, table 2. 

SO.MO MemoraiKlum dalcd l-ebruary 19, 2004. .Miachnvnt 4 (Uierc are no surcharjje-s recorded fnr any 
coiKraet entered inlo during E’hasc I.t). 

.Memorandum Irom the C rude Oil Markcimg SccuikI DcpartmciU to die Finaneial Depariineni dated Sepleinber 
17. 2002; SO.MO Mernurandtiiii dated Fehruafv 1 9. 2004. Auachmenl 4 

"■ SOMO Memoiandum dated February 19. 2094. Alldtliiiieiit 5. table 1 ; Duelfer Rcpori. p 200 
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Footnote (FN) Documents 


Russian MFA: Statement on Oil Pricing - 8-16-02 


Page 1 of 1 
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PRESS RELEASE 

On Russia's Initiative to Hold a Session of the UN Security Council 
Iraq Sanctions Committee 

RUSSIAN FOREIGN MINISTRY 

August 1 6, 2002 


Russia has come up with an initiative to hold a special session of the UN 
Security Council Iraq Sanctions Committee to discuss the critical situation 
that has evolved in financing the UN humanitarian "oil for food" program 
for Iraq as a result of the continuing practice of retroactive pricing of the oil 
exported by Iraq. 

I'he delegation of Russia intends to decisively raise the question of 
changing the pricing mechanism imposed on the Committee and reverting 
to the previous, consensus-based procedure for setting the price of oil in 
advance, as well as of ending the attempts to introduce discriminatory 
criteria for purchasers of Iraqi oil, which leads to a disruption of the 
financing of contracts for supply of humanitarian goods to Iraq and is 
threatening a full-scale crisis of the UN program as a whole. 
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Attachment (4) 

The Surcharge 

In a measure aiming at helping the extinct regime to acquire cash amounts, a surcharge 
sum was imposed on the lifted quantities of crude oil as per to the Memorandum of 
Understanding. Below is the surcharge related information: 

First: Percentage of the Surcharge Sum 

• A decision was made in August 2000 to impose a surcharge of 100 per barrel for 
all markets (as of mid phase (8) and until the end of the phase) on the shipments 
that will be lifted as of September 1, 2000. 

• The sum was adjusted as of the beginning of phase (9) in December 2000 to 
become 300 per barrel for the American market and 250 for all other markets, and 
continued through the end of phase (11). 

• The sum was adjusted as of May 30, 2002 to become 150 per barrel for all 
markets (from the beginning of phase (12) until the end of the phase). 

• The surcharge sum was cancelled starting with the shipments that will be lifted on 
September 01, 2002, the beginning of phase (13). 

Second: Oil Companies Owning Refineries 

When the surcharge was imposed in phase (8), the response of oil companies owning 
refineries such as (Total, ALF, Petropras, AGP, Repsol, OMV, Tupras and others) was 
their unwillingness to pay because it contradicts with the laws of their countries and the 
resolutions of the United Nations. And since the payment notification took place in 
August (for the shipments that will be lifted as of September 1 , 2000), those companies 
were nominated to buy oil for September and the following months in phase (8). 
Therefore, their unwillingness to pay was overlooked as per the approval of the oil 
minister at that time, and a decision was made to notify them to continue lifting in order 
to guarantee the continuation of carry out. That way these companies continued to lift till 
December 5, 2000, the end of phase (8). Dealing with those companies stopped during 
the following phases until the surcharge was cancelled on September 1, 2002 when it 
became necessary to deal with those companies again following the obvious delay in 
lifting and the extreme decline in the rates of exports. 

Third: Other Companies. Personalities and Parties 

As far as other allocated companies and parties, they showed willingness to pay the 
surcharge sum, and dealing with them continued during the phases subsequent to phase 
(8), although some of these parties declined to pay the surcharge in phase (8) claiming 
that the payment notification for the shipments lifted on September 01, 2000 came late, 
and that they had already sold the quantities allocated to them to other companies before 
they had been told to pay; therefore, they were unable to pay 100 per barrel. 

( 1 - 2 ) 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC) - FN 35 
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Fourth: Collecting the surcharge 

The only commitment on the part of the parties in contract with us is the personal 
obligation to pay since there was no other way to force them to pay due of the sensitivity 
and secrecy of the operation. 

But through the quick efforts, it was possible to collect $228 millions out of $263 
millions, which means the collection percentage reached 87% after using all different 
methods of payment, ineluding making payment to Iraqi embassies abroad since some 
companies feared to pay through banks in order to secure their cover and avoid legitimate 
request, sueh as paying in cash. 

As far as the outstanding amounts of these contractual companies, which totaled $35 
millions, some of these companies had already refused to pay as we explained in 
paragraph 3, while some of them refused to pay in order to keep the money they owed us, 
expecting the issuance of some instructions that would exempt them from paying, taking 
into consideration that the efforts to collect the sums continued until the present 
circumstances took place. 

Most of the sums collected were paid in the following banks and locations: 

1- A1 Ahli Bank [Jordan National Bank] / Amman 

2- France bank/ Lebanon 

3- Sardar bank/ Lebanon 

4- Central Bank of Iraq / Baghdad 

5- A1 Rafidain Bank / Baghdad, main branch 

6- Iraqi Embassies abroad (Moscow, Athens, Cairo, Ankara, Sanaa, Vietnam, Malaysia, 
Rome, Vienna, Damascus, Geneva) 

7- Wasel and Babel Company / United Arab Emirates 

8- The sum of $840,000 was vainly collected through the transfer of ownership of a 
house on behalf of the Iraqi embassy in Moscow, which was used later on as an Iraqi 
school (the sums Mr. Zhirinovsky owed, and which he pretended not being able to pay in 
cash; therefore, the house was accepted in return). 


(2-3) 
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Oil Marketing Company 

A Statement of the Surcharge Summary and the Sums the Companies Outstanding Sums 


Phase 

Quantity 

Lifted 

Thousand 

Barrels 

Amount 

Due 

Thousand 

Dollars 

Amount 

Paid 

Thousand 

Dollars 

Outstanding 

Balance 

Thousand Dollars 

Rate of the 
Surcharge 
Dollar / Barrel 

8 

185,618 

18,562 

11,197 

7,365 

0.10 

9 

291,996 

81,588 

72,187 

9,401 

0.28 

10 

301,188 

85,699 

82,171 

3,528 

0.28 

11 

228,943 

64,059 

53,959 

10,100 

0.28 

12 

89,331 

13,400 

8,515 

4,885 

0.15 


1,097,076 

263,308 

228,028 

35,279 



Date & Time of Issuing the Report 02/18/2004 7:20:30 PM Page 1 of 1 

Prepared by the Financial Department - Commercial Registers 
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In the name of God, Most Gracious, Most Merciful 

To: The Financial Department No.: KH2/176 

From: Crude Oil Marketing Second Department Date: 03/24/2001 

RE: Percentage of the Surcharge 

With reference to your memorandum dated 03/19/2001 regarding the aforesaid subject, 
please be informed that the surcharge percentage in effect for the crude oil contracts 
under the Memorandum of Understanding since 12/01/2000 and up to date is as follows: 

25p per barrel for the quantities lifted to Europe and the Far East markets 
300 per barrel for the quantities lifted to North America markets 

We will inform you shall any changes occur. 

Please be informed and act accordingly. 

Regards, 


Ali Rajab Hassan 

Head of Crude Oil Marketing Second Department 



Saddam Zebcn Hassan 
Executive Director 


Permanent Subcommittee on investigations 

PSIStafTRgt^RPC^^FN^ 
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07/12/2000 00:58 +7-035-9<f’ "’85 


TT. 

HUM 

fM: ap«)»<1-«w 

T«te viamvAiH 


WllM 


I R0SN£FTBMPEX 


l%iK 


To: Bayoil 
Att.; Mr.Ludinil 
R«,: Basrah contract 


Dear Ludmil, 

Further to our telecom yesterday we are sendiog to you hcrc^elow our contract, 

You arc kindly requested to sign this contract as soon as possible and to send to our address by 
fax and by DHL. 

By DHL the contract should be sent to the following address. 

Russjao Engineering Company 
Russia, 125167 Moscow 
Lerungradsky prospect 37, bid, 6 

All other conditions had been agreed before. The necessary insiniction follows. 

We also infonn you that contract ''SOMO"-"ROSNEFTEIMPEX'' approved by United Nations 
on the 10* of July. 

Please, send us urgenUy draft of L/C to be opened in favour of "SOMO" on behalf of 
''ROSNEFTEIMPDC’ 

You arc kindly requested to call me today in the evening. 

Best regards. 


Y. ?oukhov 



Enclosure: contract (3 pages) 


Permanent Subcommittee on lovestiBations 

PS^taffRgt^KP^^FNJS 
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COMPANY STATUS REPORT 


CO. NAME : HAVERHILL TRADING LTD 


ADDRESS 

Care of : Marios Kontemeniotis 

Street : 2B Office 403, Makarios Avenue & Orpheos 

P.O. Box : 26749 
Town ; 1647 Nicosia 
Country ; Cyprus 

Telephone: (357 2) 750390 
Fax : (357 2) 750382 


SENIOR COMPANY PERSONNEL 
Name Position 

1. Oleg Kalougin Director 

2. Marios Kontemeniotis Secretary 


PAYMENTS 

This is an Exempt Company which has its registered office care of a 
corporate services company which merely maintains the company's 
registered office and files appropriate documents with the 
Authorities to comply with the local laws. Actual trading is done 
outside Gibraltar, although from local enquiries we cannot tell 
precisely where the company trades or the extent of its operations. 

The company's directors and shareholders are merely nominees for the 
beneficial owners. 

Opinion on maximum credit : 

In the circumstances we have insufficient basis on which to speak for 
unsecured credit and recommend international suppliers deal on fully 
secured terms for all transactions. 


PRINCIPAL BANKERS 
NAME : HELLENIC BANK 
Branch : O.B.U Nicosia 
Town : Nicosia 


FINANCIAL INFORMATION 

As an Exempt Company subject is not required to publish or disclose 
Balance Sheets. 


Permanent Subcomroittge on Investi2ations 

PSIStaffRgt^^RPC^^FN^ 
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Subject's registered agents have declined to provide any financial 
information as they are prohibited by the prevailing laws of secrecy 
fi-om releasing any such details regarding their clients. 


LEGAL STATUS AND HISTORY 
Date Started : 12 July 1995 
C.R. No : 72260 

Authorised, Issued & Paidup Capital : CY PNDS 1,000 divided into 
1 ,000 shares of CY PNDS 1 each 

Limited Liability Company (with "Exempt" offshore status) with the 
following director and shareholders: 

Director 
Oleg Kalougin 
Nationality : Russian 

Apt 6 House 3 1/18 Bldg, 2 Prospect of 60th Aimiversary of October 
Moscow 117036 Russia 

Shareholders Number of Shares 

1 . Marios Kontemeniotis CY PNDS 500 

2. Aristotelis Vryonides CY PNDS 500 

Exempt Companies are owned by non-Cypriots and are registered in 
Cyprus for tax purposes. 


ACTIVITIES 

The Company is involved in the following activities : 

As an Exempt Company, subject is not allowed to engage in any trading 
activity in Cyprus. From local enquiries it has not been possible to 
determine the exact nature or the extent of the company's operations 
and where they are actually conducted. 


FACILITIES 

The Company has the following facilities: 

The company's registered office is care of : 

Marios Kontemeniotis 

2B Office 403, Makarios Avenue & Orpheos 
P.O. Box 26749 
1 647 Nicosia 
Cyprus 

Main operational address could not be obtained 
SPECIAL NOTE 

As per your special questions, as the company does not engage in any 
activities in Cyprus, we cannot comment. 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/15083 

Ministry of Oil Date: Jumada Al-Akhirah, 1420 H 

State Oil Marketing Organization (State Company) Equivalent to 10/05/1999 


Stamp 

Ministry of Oil/Office of the Minister 
No,: 11388 
Date: 10/07/1999 


To: H.E. the Oil Minister 

RE: Additional Quantities in Phase Six 

All companies we do business with, and with whom we had the chance to meet or have a 
telephone conversation with their representatives lately, have shown the desire to obtain 
additional quantities during this phase. 

Enclosed is table no, (1) for the companies in phase six and the additional quantities they 
requested (which we received in the form of a written or verbal request). 

Enclosed, as well, is table no. (2) with the contractual and lifted quantities in the current phase 
and up to date. 

Please review and advice. 


Reeards. 



Saddam Zeben Hassan 
Executive Director 


Enclosures; 


- (2) tables 


[TC: There is a hand-written note in Arabic that reads as follows] 

It is still under discussion waiting for the instructions of the vice-president of the republic . . . 
taking into consideration that the deputy prime minister endorsed the increase of (1) million 
barrels and (0.7) million barrels as indicated. 



KH2 




Permanent Subcommittee on Investigations 

PSIStaffRgt^RPQ^FN^ 


1- Pasqua (1) million 
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Table no-U) 


Counlry/Company 

Contractual 

Additional Quantity 

Remarks 


Quantity (million 

Requested (million 



barrels) 

barrels) 


i" Russia 

133 



A- Regular requests 




Zarubezhnefte 

19 

2 

It was given (1) million 
barrels from the reserve 
quantity for Russia 

Lukoil 

7 

Unspecified 


Machinoimport 

10 


Lifting the (4) million 
barrels remaining from the 




contract 

Rosnefle 

5 



Zangas 

8 

Unspecified 


Tatneft 

9 


It was given (1) million 
barrels from the reserve 
quantity for Russia 

Yucos 

2 

Unspecified 


Slavneft 

2 

Unspecified 


Gasbrom 

6 

Unspecified 


Transneft 

3 



Nafta Moscow 

4 

2-4 


Sidanco 

4 

. 


Onaco 

4 

- 


B- Snecial reouests 




Unity & Peace Party 

3 

. 


Zhirinovsky 

10 

0.5 


Communist Party 

16 



C- Regular reouests / 




Special 




Alfa Eco / Russian 

13 

Unspecified 

It was given (1) million 

Ministry of Foreign 



barrels from the reserve 

Affairs 



quantity for Russia 

Tyumen / Russian 
Ministry of Foreign 
Affairs 

4 



Raomes (the son of 
the ambassador) 

4 

10 



[There is a hand-written note in Arabic to the bottom that reads] 


The minister has modified the table 
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P.02 


STATE OIL MARlCETtNO ORGANISATION 

■ ' • • • ; i’. i ■ 

CRUDE OIL SALES CONTRACI* 


NO. M/06/ 
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SPECIFIC^ PR0VISIONS ^ ^ ^ 
F.O*B. CRUDE cat skLES CONfl^Gr 
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piiffl SALE^ CONTSACI ■ 
GtJNS^NTS 


Section One 

Article 

Article 

Article 

Article 

Article 

Article 

Article 

Article 

Article 

Article 


Section Two 


t|el£initio:n8 
' i^ri-od ' ' 

^^antity and Quality 

• l^opener; ' : 

^^yroent' ' ^ i ' J ^ 

^MO Standard Dooumentatidn 
i^proval of Contract 
fecial conditions 
Addresses • 


Article One 
Article Two 
Article Three 
Article Four 
Article Five f- 
Article Six 
Article Seven 
Article Eight 
Article Nine 

Article Ten 
Article Eleven . 
Article Twelve 
Article Thirteen 
Article Fourteen 
Article Fifteen 


Measurement and Sanpllng 
Risk and Property -, 
tufting Programme. ; 

: Nphtlnation of Vessels 
■•■:^,ssel Be.-rths. ■ . ■ 

.trading Conditions : 
t^l^urz age 

Texes and Duties - 
^rminatlon in the event of 
iliguidati<^ or Default 
. )y^signment. ‘ ■ 
t^stinatiofl : 

Force Majeure . . 

' isrbitratidri , 

Notices :'i ■ 

Applicable Lav 


Appendix I 
Appendix IT 



Form of Letter of Credit ' 
j^plicatl-on Form to Request ‘ 
Approval ‘of Contract * 
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Contract between State Oil Harketing Organization^ (SOMO) 
(hereinafter called SELLER) of ' the orte: par t and OIL COMFANy 
•'ROSENEFT*' “ MOSCOW (hereinafter call'Cd BUysR) of the other 
part. ■ 


Whereby it is agreed as ^^llowsc-- 


SECTION ONE •(•••' 

Where’i/er the General Prc^lsiotia df Section Two, attached 
and herein incorporated in this Contract, ar-e variance or. 
in conflict with this Seetiori.jOne , the provisions ^of .section 
• One shall govern. i-'-'y ^ 


ARTICLE y ONE 


DEFINiTlONS 


As used in this Contraotv-uniesa. otherwi&e provided, the 
following words and terns shall have the following meanings:-’ 


Barrel 


Day 


Barrel per 
Day (8/d): 


means forty-two; (42) Gallons, at sixty degrees 

(60*) Fahrenhe,tt and et normal atmospheric .pressu,xe.» 

means a period^of twenty-four 124) running hOurav 
commencing at ^.01 hours local time at the portv 
of-, loading . ' ' , • . ' 

means the average number of barrels of crude' oil' 
supplied during a calendar dayman defined above.' 


means "Free on Board^ as referred to In the i:<?C 
Incotetms 1996. • 


Dollar ($) : The currency Of- the United Sta-tes Of 'Amar .. 
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Hontht « 

Ouortat I 


T«»r « 

Gravity t 


SCR »86* 

SCR nil j 

SCR 1143 i 

SCR 1153 t 

SCR 1210 t 

SCR 1242 t 

<f 1 eaiaaltt»*t 

R tiOBstfiir— t 

OvorsMSO: • 


Xtnip»eto»' 'I 



Mafia ereaorlatf:'.iCsl''On<liite; Month' 'amMinC'iiMg.i at . 
00.01 hours lo(^id tiiM at the poet of loadlnu 
on first day ofj'^Sn*' 

means a pa^ioC .«■ t.h.to#i.'<3) coniaisciit'iyo! !j 2 , : 
months baojinninh: on 'a Imt. Oanuak^ 'ot.' a itat . . 
Rpril or a ist Sttly or i s 1 st oetolMe* 

aeaha a CreooriRilji;' CaI«h*Sat Tsat'i; • 

.-naans: Seale adopted- by -'tha -Anar lean : RSt^lsm - 
Institute for aa^reasln^ the apsclfle gravity 
of crude oil. ■f-'':'- 

neans Seearlty ’Muiictl cSaolutiOn 944 .(1905} 
of 14 April 19951 

moane Security CbunctlcaaoluttOa 1111 (1992} of 
4 Oene 1997^ .'f- 

rwana Security (^aocil zeaolutioa 1143 (1997) of 
4 December 1997.^ ' 

meane Seeueity COttncll raaolvticMi 1153 (1994} of 

20 Rebroary 199^1*;.- . ■ .('V - ' .' 1 • ..'.' 

Mans- seeueity deianell iwsolntiew 1214 fitttil.of 
24 KoeSabee ISSthi:;’ "'. j5--- 

•etuia - Soeur4t:y CMinall cbsolotieb- 1242 42294} - eC: 

21 nay tSS»e ^ '-s'; - 

mana-. the Seeurit^: (^aejll Cemtttaa ; y' 
astabllabed by sReurlty Council caselattsei 
4*1 (1990} 

■eaas.'Che piroeofNiirsa. to 'ba ampleyaa lq> tha - : - 
441 CeaMlctSa ((taitfMI Hatlene doeiaaonS 
S/1994/434, datai«?S MuiaSt 1996}A 

aaans t}w . iAdepOilSasfe -aa^tta ia ; ISCaaEMtlOHal ’ : ' 
0-11 trade atipeini^ ' SecrotiryKIaaaral. .. ' 

of the omlted aa^^* pai^ant eo-.^SCX S«4 aad 
tlia i^eceauses. 

aeana the indeoasiieht .oil^v.lwapec it iae' iegleSta-' \ 
a^iolnted by the .it^ecaterireGeaera-l -puraoant to- ' 
SCR 944. 

: - 
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ARa?i^tE Twfe 


Object to Article Eight below, tjhiis Contract shia.ll 

become effective on the 2Stih day.bf M*V- i999 ^ and shall con^ 

tinue thereafter until the 20th of November 1999>, unless renewed 

by ^mutual agreement-.'' ■- - ! i i i' ■; ' . •■■■I' 

The ultimate consumer of the crude', oil sold under this 
Contract Shall be for the U.S.A- lsND/OR PAR EAST FOR BASRAH 
LIOHT CRUDE ANO EUROPE FOR. KlRKticC: 

^ i' i -i'- 

Any change in the destination is- Subject tio the prior 
approval o'f Seller-.- - '-' 1 ' ' 1/:'' 


ARTI:CL£ TRI^S 


D-UANTITY AND QUALIXyt 


SELLER undertakeB to sell, and deliver FOB and BUYER 
undertakes to purchase, receive a^d pay for the following: 


BASRAH LIGHT 
KIRKUK 


3,000,000 yfits 
2 ,00:0,000 S£tS 


Ppyjt .of. Loadinb 

AL BAKR 
C£:£RAV 


The quality of the crude oil shel^l be the ‘^stsrfdard: export, ■ 
duality available at the per t of lioading from; timp : to : time';# 

Quantities -shall represent cohttateted quantities or: 
number of barrels per day. c6ntre<5ted mul tipi lied : by; the - 
number of days of the releyant period stipulated ih- Sub ;/ 
Article 2.1 • -i - 


Quantities shall be lifted’as ev^enly as possible over the ‘ 
course of such delivery period in lots of apps-okimate' 
barrels and as will be agreed between BUYER andiSSLLER. 

Quantities lifted under allowed dperationil vessel slippage’ 
shall be deemed as part Of the contracted quantities of the 
period. 
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P.08 


6. In csswa When 'SNX br. ' tnchn'icnl Mr . .. . 

that ac« bnynnd htn conj^olti iiri Enable .to Mat hto full 
contractual 'coani!itneftta:j'9i5Sli>l.l^'.'ahall htoo' tto .ri'tfht '.to. . 

raCucB the eontcactod oto.nt'i tlw tor the .:dtttatltoV. o£. the - i 
ncrlod when aueh circunatanoea toall prtoatlL ^ lihaii 

adviae B-tiyeh at soOn aa-; 'hetoto the ' too.in'Bing.. 'Of '. 'i ' 

any petlOd during Which OupplicO to all lOuyetk ato to Be 
reduced.. 

7. In no owoBt ahail jany 
HOVestiber 199S^ unleas 
aalee toyond that dat< 


loading atott beyond the' 20th of 
the Becutlty Council has authorised 
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The pripets) of the crurf® oil tb be dejliv4r^ under this 
contract shall be -as folllovirs:- 

tyPE OF -CRUDE .API ; j- '• ; POl^kl lOF LOAPZSG 


BASRAH LIGHT; 
KIRKUK 


aeloo 


aL-bakr 


Price Mechahlsra inr$ pe^.r Bat^rel- FOB 


Price shall be the standard. SOwb price a5iretet3"Updh betWeen 
SOMO and the United Nations from timte to time. _ .. 


'• W-i • ' 



WfiS 


. )■ » ’ S'; 
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Atttcix five 


gaci) piarty '' *I}»XX th^i.ri^b.t ' tot' ^ 
Asy o£ any itonth to rtottost aytoviawJoC tha |>rlclr»^ inamhan^wo 
of thia ':Contra«t« . /■ t ^ .y\ . 'W^r^ 

■ ; . ■ ; ■■■ yJ:; ;-: :;yy<;: .;,;;^r:.' y- 

If folldMinq » -.tori* tiha ^Mctlaa' ava anabXa 

to «^ro« vltbln a perl^^- of tto CIO) , toys from tha.dato apon 
wMcb soeh reqaaot aaa aato r ' dltltor jMttv osy al«ct. to ";t#rin'lnato ' 
ttift Contrajct Of aacVlop wr&ttob notice of phtoo«s 9 «t to the 
othet oatty end termination shell be effect iee et the end of the 
month f 611 oetn <9 the month Onrlho which the notice ef tominetloe 
■hes been received*' ' 

$>ot if the pertles ere able: to scree wltblnl the: sboee 
mentioned ten (19) days perlOi^^ any apreer} upon ad|e8t*eeet to 
the pricing mechenlsm shell be; sublect to the npcirpeel of the 
66 '-r Committee* : . f.; '; ;.: tVV' '• i-' 

HOeever* If such approval Ms not. been ctaotod by :toe . (€1 
comini t'te«< this Contract' ehallVto oopeiOorcd; he tetolnai'ted;’ to;;, 
of the end of the fK»nth folloetno th# tonth tolrlnp’^hlCb the 1 
stove mentlonod ten (10). days dnds unleee tie pehrties 

tores' otherwise* _ i;-.f ; ' • T', V'. 



tn case of Contrset term ie#tl on ' g Oder any: of. .thbi-toighre . 
mentioned events# this Ctotrset tosir remain In full Otoee 
sad effect nt the pricito ntedi|ihito applicable in dtoerdehce 
with this Contract teres and dphditions up to th« eeftotive. 
date of termination end such termlpst Ion vhell; iwt eCfltoX the 
oartSes* riphte end ohltpstioto' therefrom# tiAieoe the sidrtlss 
totoe otherwise during lit neriod prior to the. of fectlw^ date 
'of ' tersi'inatlonik ' 



10 


^ d 
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iaftitCtB jiKX ' 


.{ 'lllr-i V-' Jj-' ■ i ' : 'K'' ■ ; t' - ^ ' T 

X. EHiyER khiill Mtalilith :t*lip«im. :.o£ aaeb: .•M'pMwafc .llC-tvd . 
uiidai; thin C«nti-TCi en -£Xr*«ec^bl* doattowMany Iklttscr ot 
credit issued by a: bank laeeeptdlile to (UAtFue National* da 
R*rt3,‘ for :"itonf-lni*tion> ib th* ilbrb/iaa.t 

■ Out iherebifii .':S ■■ -r: i. y-- \:f-: ..fi:' 

' ' 'T ■ ' ■ .(y-r'':-. ■■-■•'■. ‘-A?'- .'■•si-: ' I / ? -.H':. ; '.'i V.'. ' '.‘f/.- 

in «li<. csaevy thb ;t«tta«..':bf' . Credit . shalt- be MtabltAbad. 
conflftKed and aeeefitnd at least', aevon (?) days peter to 
ioadtt^ dattk ' ' . ■ i 

‘i ■ ' 4 ' .‘ Hr: '';i : 

2. ' ntlYKn irreeobably andariakas tbst nsvnebt tor each .cargo 3 r.' 

of cctudo oil lifted ehali be nade out of the prooeeds of :< 
the confireefl (.etter of Ccedtt directly, to accoant nimfaex : 
0200-2ni7SZ>oai-0Sr established ‘by the SMaretanrsSaaeral ot 
the United nattoOsy purfbant toi psragraj^ ? of SCS 986> at 
HHP (Kew fork Sranbh} (iberainatfar 'Unibsd eattf^s Xcaq 
Account*}, upon prasenta|t;lon tin BNP of .tiie .ceesaMsts. . 
reculced by the t^ter: bk; Credit, including, faoti vaot' 
limited to the' Conewtctali iMvotCe and the Stll .ef. lading. .i". - 

3. bll ehatgas ulthilhl irag'nre for! ssiLeaV 'u&araeai ,etl ehargas 
Outsida Irag: are to ba;borne by Bi’yFh. 

4. Onlese otharelae providbid herein, oaynsflt - ahhlt : be; Made sot 

later than thirty :( 30) Aays f ran S/I date, ip eede: date . v . 
funda. 1 .ft/i ■ ■ '''1' y \ ■ 



if payment, (ails due an./e Saturday or Hank . hodl^jri .otMatMM 
than Monday in the piaep. uhare'.ipayment :1s to .be:’«ada' :tbat!t2 
paynsht shsll be dsda oM the lest nrsedding iHtefciag day.. : 
if payment falls due on ;a Ssndey or a Monday Saftf holiday 
In tha place where oayaamt ta :to be nadd then peytemt 
Shall be mada on the n«Mt sueedadlna besklMS) day;' 
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Bill af tBdl'v} ' *13 att9» « 6 <! 09 l««> 

.'Csrtif iasi* bt, .Orlp:S.a-fi> i ■■ : s- ■ I ■■ I 

C»Ttlt i'calEb^ of oael 4- 

X.obairKj- Ttajs shoitt;.. : ■ -vis- r i /'-i ' sv'si 

: s .js ’ v ' vii'-v-.' ; tr * \ 

Ha»Mr’«iv!{*eblpt -for ijinteitesb's'l'v- ' ;i-'. - r^i'-'-Sv's- 

TstotxlbuislbB 6t -'I>ocuin«tn»» ■ i-.v. 4 

Tw-a ««« 0 -of vbbcuBODts •£« hvndod to- 'Hastor^: 'oM i-bolhq-'fblj 
-Conalflnaa. ■ SKLtBR -abalala aoYrRj^^^blteiibfc; soablaS ..vv 

wltaio fortY eight (4(t3. houta jtollowlilcj aecA loading 
'Vlr.h the fpllwlng detiallat— . . ; I f • 


-Vaenel'a Wane 'jsj; -v; vfvv - -vu- ■/ . : si M isv -S ,v'; ■ ' t' 

Load lag Poet 

Ctncneheea toabiitg bate*: ' - ' 

Co><i>^etsd load lag Oat a«; 

Sailing Cato ■ii'.-l'- S i S ' ' ■ s '• i' ; ! if ;'S; iiv- ii';- ,i; 

btoao and net gahntitla«; tn metric tbiw* laag Cone 
ends o,s« biirrolaii:- M . ' t ■ vi.js-. ■ ^s l-S'fiff.. if ' sf f-S-sf 

-tPI gravity.': il-tlf ' ' .isi-i S- ivHli'iffvi'S'Sf;':' f vf 


Thte Contract la aut>)ebt to the aporoeal of the tMaaraacra 

on behelf -of the S«,l , Ccamltsca. Swell approeai - ahall i-b* 

o&taihed in aecorCanee Swlth the Wroceduroat i atlXtalAg the Coro 
Seat, «it in. hppendia XI; hece<9f*- 


tpadlng or any ahliMont CS erabw oil ahall be (atAJact to 
. the. auCherlxa-tion ^-of the; -IoB|>ec.eora at CiMi pWt ^Ot' ' 
lbaeing« Th» finapebtora lAtelt aJ»o have the MWChortty to 
stop the Ibaaiag If they' tie.terBilW that there: la sahy 

eyldence o£ Itteguiatltyiif'v -. - ' 
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Hot«ithe£»ndim! Sdb Aret^le i4-'3i e>e !!«ctl«n twh cbl« 
Conecactr the ac««pte(< -^fce of 'arrival ftt rh# ««m«l at 
thu loatfin:} porta *ba 11 -Aa: ftxwdh on a OM <11 day ran^a. 
All ralat«K] 'Art'iolaa' of. fSaetltMi: "Tvo of -.tba: cooeraot vlll 
r»a<f to tbat affaet and «onfOrMity« 

^Otoitbstandittid Sii$ Art^ela <6*^) of Section *r*o ot tMa 
Contract , ssCiL'SR. 9101 1 . ac laycloa; ad: Mice . . 

TCrralPai' asi iOlloMit- > ’’il ; f ;'i> 


36 ■> Dt» to 17.9 999 

54 1 ; ISO 000 - W» OWO 

6S S' .Over 2C0 000 

All raXaead Artielna of lMweieB< nrwo of »w CooKraet will 
raad to that cffact ano cmCOtnlty. 

In addition to Cb« evanta spadfiod in Sob ArtlcMo S— $ of 
Section Two. any tltBtt eobCuOod doa to th» toatMaceoca 
prOblbitlnc lOadinp: snaii; not oevint aa tnaad laytibaa.: 

THla contract: aHaii. tenainata tartbwith Iti t(ka pwant that 
tha Security Dduncil tacaiinataa S'the authOricatlDp to 
Inport pwtrolaua or' petrolaon ptoduota oriolaatiM in lead*' 

Aaslcnaont of tha riphta :or obligations Of’ tha SEtKKK or 
RnTSP Chall be nubjaet eo' the approval of the ’6M: Coaoslttoai 


Any clalPa frpn Bhtca under' scib vArticle 1^.3 ^ Art'iiola 
Seven of sactibn Two, and i'sny analyeea eatrlad oat. dioder sab 
ArttClea 1-5 and 1-6 of sect ten Two. ahail bo sCeplOd to tho 
ovoraeare. Paymenta or other awards undor Artlcla* Thirtaon' 
of Section Two, In ccspect of clains undor Arttclaa 'OPe and 
seven of Section Two are ;aablect to the approwalsof: the 6*1 
cmmittae^ Any sum to ba ;:paid by ecTra ip aoCtlOMtit of a 
.diapa.t*;: under .'.Art idle Tb’^eon.. .of ' Seet’ioi»<VTWO. k-alatlnd 'tb- ■ 
the; proeeba» :,bt’.ithai’!sale.’i*’l^ ., -exude ’.oil under tills Cwitraet 
ahali ba.' paid . by- Bd'TBP d#faecly: '«o the Oiiitatr MtlPha '’'Trad ' 

Aceoune. .JJ':'".’’ . ; il'l ' .H'v 
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Payittents to SEiLER un^et* Svb Ar t icle . S-S ane SUb Article 
6-7 of Section TWO/ aftd .any other payments ; or --awards undAr 
Article Thirteen of Sectaon Two/ are subject to, the approval 
of the '661, -Coraini'ttee-- • ;■ ^ :■ - 

This Contract shall be • subject . to SCR 986 # SCR 1111 , SCR 1143 / 
SCR ilS3, SCR 1210, sdR 1242, the Procedures and the 
Memorandum : of Understanding between the Secretariat of the 
United .Nations arid the Governnant of Iraq = on the implemen- 
tation of SCr 986 (United Nations document ^/19^6/356/ darted 
20 May 1996) e 


in a^dltjidh to the notices tieclataSbions an<t other coamunicat ions 
requited under Article Fourteen/ notices, approvals/ declarations 
and comTWiunica'tidins required ■ above for the Oversfeers/ On behalf : of 
the;661 t^pmmittee/ shall be>effecte^' at the eddressea belowi- : 

/ FORi' SEtLER ; 

i, .'state; OIL MARKETING ORGANIZATION 

f ' R.di.BbX' '5il8 ■ i : 

i ■■ RAOHnan T.RAn • i'll' ^ v • c '-x /i 


, 1- tELeitl .21.2198 -‘212199 ^0«O IK 

'' tELEPHONB: 964-1-2869S61 

I , . 964-1-7742040 - 10 Lines ' _ 

{' fw-: ' 964-1-2853925 ' 

«« • ■'.* i'’.:-'. • i'ii ■> i "i V ! i i- '■ 

' . ' . POR BUYER r . 

. ■ feL COMPr'nV "ROSNEFT - MOSCOW" 

:26, SOPIJSKAYA NAB. 

. : ; .S>OB 1.13816 MOSCOW., M-3S ^ ‘ 

./«' r:8USafAN FEDERATION: ' t ::, il I ■ S 

-■ ITEC . l (709.S) 239 - 86 36 ‘ . , • 

(7089) 239 - 86 SO 
jEAX : (7095) 953 - 38 10 

WEX ■%-, 412789 kept RU j,; ., , '-If 

for OVERSEERS : ). i \ ;. .' ‘j I "i 1 i : 5 ? f.i ' ' ^ ‘ V B V' 1 

united NATIONS, NFW YORK, U.S.A, 

: FAX,; 212 - 963 - 1628 ■ 'i 

V 

Ail other terms and conc^itions jSs per FdO-B.: etude oil v 
conttac't (section two) No. M/02/2O dated 30th day of August 

This Contract has been done and sign^ on the vSth ddy-of June 19'99. 

:,-^OR 5 SLIER , , ' ■■ : s- 'vl:'. vntf - 

'^/4X'53>fP<2'JlA^ " ■ :ssV'v..V''’ n-';: , ■ 

SaDdAM Z. HASSAN' ;.v , '■ PETROSYa'SIwO.TOR KIMOVICSH 

executive director general ) ■ vice PRElSlDENT 


i. 10 
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UNITED NATIONS 



NATIONS UNIES 


SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.2S/I999/OIL/1242/OC.44 10 June 1999 


TO: ROSNEFT 

RUSSIAN FEDERATION 


FAXNO.: 011-7095-953-88-10/88-21 

FAXNO.: (212)963-1628 

ATTENTION: Mr, P, V, KIMOVICH 

REF.: OIL-FOR-FOOD ARRANGEMENT | 

1 TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE 1 I 


Re: Contract Number: M/06/54 UN REF: S/AC.25/1999/OIL/1242/COMM.54 

Between: SOMO and “ROSNEFT” 

Date of Receipt: 8 June 1999 
Quantity: 3,000,000 bbis 
Quality: Basrah Light 

Pricing Formula: US and/or Far East Market 

Port of Loading: Mina-al Bakr 

Quantity: 2,000,000 bbIs 

Quality: Kirkuk 

Pricing Formula:Europe Market 

Port of Loading: Ceyhan 


FURTHER TO YOUR ABOVE REFERENCED APPLICATION FOR APPROVAL 
OF THE OIL CONTRACT, PLEASE BE ADVISED THAT THE APPLICATION 
HAS BEEN: APPROVED BY SECURITY COUNCIL COMMITTEE 
ESTABLISHED BY RESOLUTION 661 (1990) CONCERNING THE 
SITUATION BETWEEN IRAQ AND KUWAIT 


REMARKS, 


cc: 

SOMO 

BNP 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC) - FN 59 
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07-18-2000 0a:0»1M FROM 


7132243101 P-01 


Nicosia, Cyprus 


DATE; June tie, 2000,: 

TO: Bayqll Supply 

TraciiPpUtPSiit 


TRAmNG LTD 


TIME; 17:30 
PHONE; 

FAX: H 713 7B1 8387 


FROM; Manos’Koiitoi^hVs PHONE: '‘*357 2 750 390 
FAX: 4357 2 750 382 


CC: 


Number of pages I 


cover sheet; 1 ■ 




Dear Sin 

According !o tfie AgB^ffljgremsr.t signpd between "BayOll Supply & 

Trading Umltep" :enl!-.^^7«rhili Trading Limited" on June iO, 2000 

• - ' - ’ 

iNease be kindly- tttmsivpeg sign the Contract with Hosngrteimpex \K 
Rosneft" for paying of Sasruh light crude oH and pay fees as 

following: i . 

. ijsoh,02 (dTff.osnel^^psx nk Rosneh" as per Contract: 

• USD0,12 to ‘He\7S^I^TrscSng Limltsd" after the nomination of\he 
vessel; . ' . 

. USDO,io to. ‘HivkP^^Pidtng Limited" $0 (thirty) days after the b)^. 
Shipment in July * 2 -August- 4 bbls. in September- 2 bbis. 


Thanking You, 



} Meribe Kontemenlotls 


Permanent Subcommittee op Investigations 

PSISteffRgt^P^^FN^ 


SNT 015625 

SNT 015625 
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Statement of Allocations for the Phase Subsequent to Phase (7) 
(Million Barrels) 


06/14/2000 


No. 

Country 

Allocations in 
Phase (6) 

Allocations in 
Phase (7) 

Allocations 
for the Phase 
Subsequent 
to Phase (7) 

Remarks 

1- 

Russia 

135 

34.6% 

115 

32.4%. 

■137' 

32.2%- 



A- Regular Requests 

118 


100.5 


111 




Zarubezhneft 

21 


20 


18 


Russian Ministry of Energy 


Machinoimport 

10 


10.5 


8 


Russian Ministry of Foreign 
Trade 


Zan Gas 

8 


6 


6 


Russian Ministry of Machinery 


Alfa Eco 

13 


n 


12 


Front company for the Russian 
Ministry of Foreign Affairs 


Tyumen 

4 


3 


4 


Front company for the Russian 
Ministry of Foreign Affairs 


Mr. Issakov 

- 


- 


14 


The Russian Presidential 

Council 


Actec 

16 


14.5^ 


16 


Communist Party 


Tatneft 

9 


8 


6 


Taterstan Region 


Bazhneft 

- 


4 


3 


Bashkirstan Region 


Slavneft 

2 


- 


5 


Government company (Mr. 
Gotzeriev) 


Gasprom 

6 


5 


5 


Government gas company 


Lukoil 

7 


4.5 


- 


Western Al-Oiranah contract 


Sirgotneftgas 

- 


3 


1 


Joint company 


Oil and Gas for 

Eastern Siberia 

- 


1 


- 


Joint company 


Rosneft 

5 


3 


3 


Government company 


Nafta Moscow 

5 


2 


4 


Joint company 


Onaco 

4 


3 


4 


Urenberg region (Mr. 
Zhinomirtin) 


Sidanco 

3 


- 


- 


Mr. Zhirinovsky before 


Transneft 

3 




2 


Government oil transport 
company 











B- Special Requests 










4 




2 


Former Russian ambassador 



10 

mm 

Esm 


9 




Mrs. Saji Omalatov 

3 


2 

■DBI 

3 





BIHI 


IBB 


3 

26 




■ 


■ 


2 





B 




2 





B 



B 

3 





- 




2 


Mr. Tetrenco 


Permanent S 

PSI Staf 

uhcommit 


ations 

V62 
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[hand-written notel 

To: The Executive Director of SOMO 

Verbal approval of the President Leader, may God protect him, has been obtained as per the 
verbal notification of the Vice-President of the republic along the margins of the Cabinet’s 
meeting the morning of 06/25/2000. 

Please take the necessary measures for action 



06/26 


KHl +Kh2 + SH 

06/26 




j -- :'4iajAjiI-4ja«4a:ia^- 

. :>'4ju!^1 \ -. :{. •- ',•. •- „ I <ta,3Lt.aJ! 




V.jjJ *r»>^ »Jjj| 

-, . . AiMjjii yAi»a <j! 
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AL-EX “BAGHDAD 


•♦-964 1 SS7&2&7 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/08/ ^5 


Permaneni Subcommittee op lnvesti£ations 

PSI staff Rpt (RPC) - FN 64 
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FOB SALES CONTRACT 
CONTENTS 


Section One 

Article One 
Article Two 
Article Three 
Article Four 
Article Five 
Article Six 
Article Seven 
Article Eight 
Article Nine 
Article Ten 

Section Two 
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Article Three 
Article Four 
Article Five 
Article Six 
Article Seven 
Article Eight 
Article Nine 



Article Ten 
Article Eleven 
Article Twelve 
Article Thirteen 
Article Fourteen 
Article Fifteen 

Appendix 1 
Appendix II 


Definitions 

Period 

Quantity and Qtmlity 

Price 

Reopener 

Payment 

SOMO Standard Documentation 
Approval of Contract 
Special Conditions 
Addresses 


Measurement and Sampling 

Risk and Property 

Lifting Programme 

Nomination of Vessels 

Vessel Berths 

Loading Conditions 

Demurrage 

Taxes and Duties 

Termination in the event of 

Liquidation or Default 

Assignment 

Destination 

Force majeure 

Arbitration 

Notices 

Applicable Law 

Form of Letter of Credit 

Application Form to Request Approval of 

Contract. 
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SECTION ONE 
SPECIFIC PROVISIONS 
F.O.B. CRUDE OIL SALES CONTRACT 
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Contract between Stale Oi! Marketing Organization (SOMO) 
(hereinafter called SELLER) of the one part and JSOC “ROSNI-rrEIMPliX" 
NK ROSNLI r RUSSIA, MOSCOW (hereinafter called BUYRR) of the 
other part. 

Whereby it is agreed as follows 


SECTION ONE 

Wherever the General Provisions of Section Two, attached and 

herein incorporated in this Contract, are at variance or in conflict with this 

Section One, the provisions of Section One shall govern. 

ARTICLE ONE 

DEFINITIONS 

As used in this Contract, unless otherwise provided, the following 

words and terms shall have the following meanings > 

Barrel : means forty-two (42) U.S. Gallons at sixty degrees 

(60 ) Fahrenheit and at norma! atmospheric pressure. 

Day means a period of twenty-four (24) running hours 

Commencing at 00.01 hours local time at the port 
of loading. 

Barrel per means the average number of barrels of crude oil 

Day (B/d) supplied during a calendar day as defined above. 

F.O B. means “Free on Board" as referred to in the ICC 

Incoterms 1990. 

Dollar(.$) : The cun-ency of the United States of America. 

Month : means Gregorian Calendar month commencing 

at 00.01 hours local time at the port of loading 
on first day of the month. 

Quarter : means a period of three (3) consecutive months 

Beginning ona I* January or a CAprilora I" 

July or a !“ October. 
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Year : 

means a Gregorian Calendar Year. 

Api Gravity : 

means scale adopted by the American 

Petroleum Institute for expressing the specific 
Gravity of crude oil. 

SCR 986 : 

means Security Council resolution 986 (1995) 
of 14 April 1995. 

SCR 1 1 1 1 : 

means Security Council resolution 1111 (1997) 
of 4 June 1997. 

SCR 1 143 : 

means Security Council resolution 1 143 (1997) 
of 4 December 1 997, 

SCR 1153 : 

means Security Council resolution 1153 (1 998) 
of 20 February 1998. 

SCR 1210 

means Security Council resolution 1210 (1998) 
of 24 November 1998. 

SCR 1242 : 

means Security Council resolution 1242 (1999) 
of 21 May 1999. 

SCR 1281 

means Security Council resolution 1281 (1999) 
Of 10 December 1999. 

SCR 1302 : 

means Security Council resolution 1302(2000) 
of 8 June 2000. 

661 Committee : 

means the Security Council Committee 
established by Security Council Resolution 661 
(1990). 

Procedures : 

means the procedures to be employed by the 

661 Committee (United Nations document 

S/ 1996/636, dated 8 August 1996). 

Overseers : 

means the independent experts in international 
Oil trade appointed by the Secretary-General of 
The United Nations pursuant to SCR 986 and 
the procedures. 

Inspectors : 

means the independent oil inspection agents 
Appointed by the Secretary-Genera! pursuant 
to SCR 986. 

2 
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ARTICLE TWO 


PERIOD : 


1 . Subject to Article Fight below, this Contract shall become effective 
on the 4"' day of June, 2000, and shall continue thereafter until 
the 5"' of December 2000, unless renewed by mutual agreement. 

2. The ultimate consumer of the crude oil sold under this Contract 
shall be European Market for Kirkuk Crude oil and U.S.A. and/or 
Far East for Basrah Light. 

Any change in the destination is subject to the prior approval of 
Seller. 


ARTICLE THREE 


OLIANTITV AND QUALITY : 


1 . SELLER undertakes to sell and deliver FOB and BUYER 
undertakes to purchase, receive and pay for the following:- 

Tvne of Crude Quantity Port of Loading 


KIRKUK 6,000,000 BBLS CEYHAN 

BASRAH LIGHT 8,000,000 BBLS ALBAKR 



2. The quality of the crude oil shall be the standard export quality 
available at the port of loading from time to time. 

3. Quantities shall represent contracted quantities or number of 
barrels per day contracted multiplied by the number of days of 
the relevant period stipulated in sub Article 2.1 

4. Quantities shall be lifted as evenly as possible over the course 
of such delivery period in lots of approximate barrels and as 
will be agreed between BUYER and SELLER. 


3 
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5. Quantities lifted under allowed operational vessel slippage shall 
be deemed as part of the contracted quantities of the period. 


6. In case when SELLER, for reasons technical or otherwise that 
are beyond his control, is unable to meet his full contractual 
commitments, SELLER shall have the right to reduce the 
contracted quantities for the duration of the period when such 
circumstances shall prevail, SELLER shall advise BUYER as 
soon as possible before the beginning of any period during 
which supplies to all buyers are to be reduced. 

7. In no event shall any loading start beyond the S"' of December, 
unless the Security Council has authorized sales beyond 

date, 
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ARTICLE FOUR 


PRICK : 


1 . The price(s) of the crude oil to be delivered under this contract 
shall be as follows:- 


TYPE OP crude: 

API 

PORT OP LOADING 

KIRKUK 

36.00 

CEYHAN 

BAASRAH LIGHT 

34.00 

ALBAKR 

Price Mechanism in 

$ oer Barrel FOB 




Price shall be the standard SOMO price as agreed upon between 
'O and the United Nations from time to lime. 


5 
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ARTICLE FIVE 


RF.OPENER. 


Each party shall have the right not later the 1 5"' day of any month 
to request a review of the pricing mechanism of this Contract, 

If following a request for a review, the parties are unable to agree 
within a period often (10) days from the date upon which such request 
was made, either party may elect to terminate this Contract by serving 
written notice of phase-out to the other party and termination shall be 
effective at the end of the month following the month during which the 
notice of termination has been received. 

But if the parlies are able to agree within the above mentioned ten 
(10) days period, any agreed upon adjustment to the pricing mechani.sm 
shall bo subject to tlie approval of the 661 Committee. 

However, of such approval has not been granted by the 661 
Committee, this Contract shall be considered as terminated as of the end 
of the month following the month during which the above mentioned ten 
(10) days period ends unless the parties agree otherwise. 

In case of Contract termination under any of the above mentioned 
events, this Contract shall remain in fiill force and effect at the pricing 
mechanism applicable in accordance with this Contract terms and 
conditions up to the effective date of termination and such termination 
shall not affect the parties’ rights and obligations therefrom, unless the 
parties agree otherwise during the period prior to the effective date of 
termijption. 

^(04 


6 
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PAYMENT: 


ARTICLE StX 


I . BUYER shall establish in respect of each shipment lifted under this 
Contract an irrevocable documentary letter of credit issued by a 
bank acceptable to Banque Nationale de Paris, S.A. (‘'BNP")for 
confirmation, in the form set out in Appendix I hereof. 


In all cases, the Letter of Credit shall be established, confirmed and 
accepted at least seven (7) days prior to loading date. 

2. BUYER irrevocably undertakes that payment for each cargo of 
crude oil lifted shall be made out of the proceeds of the confirmed 
Letter of Credit directly to account number 0200-201752-001-08 
established by the Secretary-General of the United Nations, 
pursuant to paragraph 7 of SCR 986, at BNP (New York Branch) 
(hereinafter “United Nations Iraq Account”), upon presentation to 
BNP of the documents required by the Letter of Credit, including 
but not limited to the Commercial Invoice and the Bill of Lading. 

3. All charges within Iraq are for SELLER, whereas all charges 
outside Iraq are to be borne by BUYER. 

4. Unless otherwise provided herein, payment shall be made not later 
than thirty (30) days from B/L date, in same date funds. 



If payment falls due on a Saturday or Bank holiday other than 
Monday in the place where payment is to be made then payment 
shall be made on the last preceding banking day. If payment falls 
due on a Sunday or a Monday Bank holiday in the place where 
payment is to be made then payment shall be made on the next 
succeeding banking day. 


7 
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ARTICLE SEVEN 


SOMO STANDARD DOCUMENTATION; 


Bill of'Lading 
Certificale of Origin 
Certificate of Quality and Quantity 
Loading Time Sheet 
Ullage Report 

Master's Receipt for Samples 
Distribution of Documents 


9 (3 orig. & 6 copies) 

4 

4 

4 

4 

4 

4 


Two sets of documents are handed to Master, one being for 
consignee. SELLER shall advise BUYER by telex or cable within 
forty eight (48) hours following each loading with the following 
details:- 

(a) Vessel’s Name . 

(b) Loading Port . 

(c) Commenced loading Date. 

(d) Completed Loading Date. 

(e) Sailing Dale . 

(0 Gross and net quantities in metric tons, long tons and 
U.S. barrels. 

(g) API Gravity. 

ARTICLE EIGHT 



APPROVAL OF CONTRACT : 


This Contract is subject to the approval of the Overseers on 
behalf of the 661 Committee. Such approval shall be obtained in 
accordance with the Procedures, utilizing the form set out in 
Appendix II hereof 


ARTICLE NINE 


SPKCtAI. CONDITIONS ; 
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1, Loading of any shipment of crude oil shall be subject to the 
authorization of the Inspectors at the port of loading. The 
Inspectors shall also have the authority to stop the loading if 
they determine that there is any evidence of irregularity, 

2. Notwithstanding Sub Article 4-3 of Section Two of this 
Contract, the accepted date of arrival of the vessel at the loading 
ports shall be fixed on a one (1) day range. All related Articles 
of Section Two of the Contract will read to that effect and 
conformity. 


3. Notwithstanding Sub Article (6-5) of Section Two of this 
Contract SELLER shall be allowed as laytime at A1 Bakr 
Terminal as follows 


Laytime fhrsi 


Vessel DWT (M’n 


36 Up to 129 999 

54 130 000-199 999 

65 Over 200 000 


All related Articles of Section Two of the Contract will 
read to that effect and conformity. 

4. In addition to the events specified in Sub Article 6-6 of Section 
Two, any time consumed due to the Inspectors prohibiting 
loading shall not count as used laytime. 

5. This Contract shall terminate forthwith in the event that the 
Security Council terminates the authorization to import 
petroleum or petroleum products originating in Iraq, 


6. Assignment of the rights or obligations of the SELLER or 
BUYER shall be subject to the approval of the 661 Committee, 



7. Any claims from BUYER under Sub Article 1-3 or Article 
Seven of Section Two, and any analyses carried out under Sub 
Articles 1-5 and I -.6 of Section Two, shall copied to the 
Overseers. Payments or other awards under Article Thirteen of 
Section Two, in respect of claims under Articles one and Seven 
of Section Two are subject to the approval of the 661 
Committee, Any sum to be paid by BUYER in settlement of a 
dispute under Article Thirteen of Section Two relating to the 


9 
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proceeds of the sale of crude oil under this Contract shall be 
paid by BUYER directly to the United Nations Iraq Account. 


8. Pijymcnts lo SELLER under SUB Article 5-5 and Sub Article 6-7 of 
Section Two, and any other Payments or awards under Article Thirteen of 
Section I'wo, arc subject lo the approval of the 661 Committee. 

9, This Contract shall be subject to SCR 986, SCR 1 m, SCR 1143 SCR 

1153, SCR 1210, SCR 1242, SCR 1281. SCR 1302, the Procedures and 
the Memorandum of Understanding between the Secretariat of the United 
nations and the Government of Iraq on the implementiilion of SCR 986 
(United Nations document S/1996/356, dated 20 May 1996), 

ARTICLE TEN 


ADDRESSES; 


in addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the' Overseers, on behalf of the 661 
Committee, shall be effected at the addresses bclow;- 


FOR SELI.E R: 

S TATE OIL MARKETING ORGANIZATION 
P.O. BOX 5118 
BAGHDAD - IRAQ 

TLl-EX : 212198-212199 SOMO IK 
TFLF.Pl lONC; 964 - 1 -286956 1 

964-1-7742040 - 10 Lines 
FAX 964-1-8853925 


FOR BUYER: 

JSOC“ROSNF.FriilMPI-X” NK ROSNEFT 
RUSSIA, MOSCOW, 125167 
LFNINGRADSKY PROSPECT, 37 OLD. 6 
rr'LnPIIONf' : (007095) 152 9751; 1514462 
FAX : (007095) 9416035 
TELEX: 6123jBVATH 
MOBILE: (007095)1047900; 7607652 

FOR OVERSEERS 

UNi n-D NATIONS, NEW YORK, U.S.A. 

FAX : 212-963-1628 

All oilier terms and conditions as per (Section Two) General conditions of 
F.O.B. crude oil sales contrac (attached). 

This Contract has been done and signed on the 4‘^ day of July, 2000. 

FOR SELLER 

SADDAM Z. HASSAN 
nXECUTIVF. DIRECTOR GENERAL 
SOMO 



DCMITRY 1. KOSS<^ 
DEPUTY GI'NERAI. 


iO 
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In the Name of God, Most Gracious, Most Merciful 


Republic of Iraq No.: KHl/1 1 162 

Ministry of Oil Date: 04 Rabi’ II, 1421 H 

Oil Marketing Company (State Company) Equivalent to 07/05/2000 


Stamp 

Ministry of Oil/Office of the 
Minister 
No.: 8757 
Date; 07/06/2000 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the statement of allocations in phase (8), please find below the details of the contract signed with 
Rosnefteimpex Russian Company on behalf of Mr. Issakov (The Russian Presidential Council): 

1- Number of Contract: M/08/85 Date: 07/04/2000 

2- Name of Company Buyer: Rosnefteimpex 

3- Nationality: Russian 

4- Quantity: (14) million barrels divided as follows: 

(6) million barrels of Kirkuk crude oil FOB Ceyhan terminal 
(8) million barrels of Basrah light crude oil FOB Al-Bakr terminal 

5- Destination of Crude Oil: Europe for Kirkuk crude oil 

America and / or the Far East for Basrah light crude oil 

6- Pricing Formula: As agreed on between the buyer and our company from time to time 

7- Validity of Contract: Until 12/05/2000 

8- Estimated Value: (336) million U.S. dollars based on an estimated rate of $24/barrel 
For your review and approval, please. 

Regards, 



Saddam Zeben Hassan 
Executive Director 


I approve 


07/08 


07/09 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC) - FN 66 
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UNITED NATIONS 



NATIONS UNIES 


SECtJRITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.2S/2000/OrL/1302/OC.46 10 July 2000 


TO: “ROSNEFTEIMPEX” NK ROSNEFT 
RUSSIAN FEDERATION 


FAX NO.: 011-7095-941-6035 

FAX NO.: (212)963-1628 I 

ATTENTION: Mr. DEMITRY I. KOSSAREV 

REF.: OIL-FOR-FOOD ARRANGEMENT 

1 TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 I 


Re: Contract Number: M/08/8S UN REF: S/AC.25/2000/OIL/1302/COMM.85 

Between: SOMO and “ROSNEFTEIMPEX” NK ROSNEFT 


Date of Receipt: 

Quantity: 

Quality: 

Pricing Formula: 
Port of Loading: 
Quantity: 
Quality: 

Pricing Formula: 
Port of Loading: 


6 July 2000 

6.000. 000 bbis 
Kirkuk 

Europe Market 
Ceyhan 

8.000. 000 bbIs 
Basrah Light 

USA and/or Far East 
Mina al-Bakr 


FURTHER TO YOUR ABOVE REFERENCED /APPLICATION FOR APPROVAL 
OF THE OIL CONTRACT, PLEASE BE ADVISED THAT THE APPUCATION 
HAS BEEN: APPROVED BY THE SECURITY COUNCIL COMMITTEE 
ESTABLISHED BY RESOLUTION 661 (1990) CONCERNING THE SITUATION 
BETWEEN IRAQ AND KUWAIT 


REMARKS: 


cc: 

SOMO 

BNP 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC) - FN 67 
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B«twMn RUSNAFTAIMPEX (BVI) LIMITED, Motoow, harw'naDw relvirMI to «s *! 
■BAYDIL SiUPPLY ft TRWINO UMITECT, N>w»u, BahMDtt, hsnirwltar F«l 


Mnsen -BAYDIL StUPPLY ft 
-Buywi* md agniM mMom: 


itHort- ind 
kred to at 


1. ob)«et«rcoAii«et 


Solar* hove *oW Mtf Buy*)* haw« bought F.O.6. Mtia Al Baltf (bout B 000 OOO Imi t*lt M Haq 
erud* ol to ba ddlVBiM In the ttdntb or 8* pvilod of United Nation* program *011 for rood ' suttjed to 
actual oontraohnK quMiMes under Itt* ooniraol* bohveen JSOC -ROSNEFTEIMPEX' NK 
R08r«Friiid*80Mcr. 

JL Quantity. 

About 8 000 000 banal* of Bainh Light Crude Oil ex Mine Al Bilv or normal qui lity uiually 
BVilal)l* at menflened port. 


I. TltneefDellveiy. 


Oelveil** at* to be afteoM; 


2000 000b«nl* . JulyJOOO ... 

4 000 000 barr*l« AuguelBOaO 

20OO00ObaRal* by' and dr PhateB period 

a. Daettnatton, 

DalverW* or mantieriad euwibla* or Iraq oruda ol rrlll be eliMted to USA. HlOwever i ne actual 
port of d**Hnatlon «if be agtoad balwean Parile* W each particular ihlpmem lubjaet to*l lOMO* 
oonllrmallon. 


a) Otnetal sailing prloa oT -SOMO" for Baarah Light Crude Oil ax Mn* Al BlIO’ for 
cDtiesponding daednitloh iMh A P I. esoMtohr deoK^on aireeilv* for month of deCva y plus A 
PRCMLM parnot Uft banal to b* a^oad batween Seller* and Buyaf* toraich cargo. 

b) The final unit pflea for Basrah Light Crude DU* ahal be roundad oir to Ihtaa <3) d*< imat 
placano be to o ro o aed tefti* next dtgilvrhanavar the hnathdadmal placa I* live Of greater Plan thre. 

. i. Peymant 

Paymant to be aflCctad on the 30^ day bent Bill of Lading dot* (8/1 dafaeiyw day) m JS 
Dollar* rrilthovl any off**! or daduodon by talagrephic Irsnafer In two parts: 

1) Vtoua or -SOMCT Invoice at olllcl*l eaftng piloe to -Banqu* Nattonal Da Part* S.A„ New 
Yolli Branch, talax MBTBTOIB par ooneapcndlng Latter of ClodiL 

2) Balance arnouni (S,02 US DoBara parnat barrel of daAvarad erud* oil) to ba tntnalt irad 10 
aooovrt In the banK to be daaignitad by Saiai*. 

r g/rn ani rf=.s3 ss mad* upon piSeentiuor, of SaSw*' BTViiaB asd uewd' snipping Soou Hants 
^tdudng ftM eat ptopchY f—oo^ or andoraad original Bia of Lading), or SaBan' Laitar o ' 
Indamnlty, In fomrat tooapWe to Buyer, In lieu of missing documenls (telox/tox oi Vnvtbcel .01 


ff payrtiam reRs due on e Salixday of Benk Holiday other than Moridey In die pleoe tt 
peymant la to be made than paymant atidn ba mane tsi the liM pnceong'danking day. 
a paynranl fait due on a Sunday or a Monday Bank HoltCay in Iha phroa whara payir 

ba made then payment ahaii ba made on nail suocaading bankMg day. '' 
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T, Op*RlAgL»tttrMCn4IL 

Upon rooRlpt of wnRon instnicUont from SolMrs, the Buyer* thM open wW) Indli 
point "hy Orterof; JSOC ■ROSNEFTEIMPEX’ NK ROSNEFT, MofOOW* itTOVOCaWe »KJ 
Letter of Credit In Favor of United Nations socxxding to format endosed to the Contncts 
JSOC “ROSNEFTeiMPEJc- NK ROSNEFT end 'SOMO' through the Mnh eeceptabie for 
end ooverfng each ehipment ofamj* os, All expantan h cxtretSoSon with opening, KtSSi 
uWlzation of Letter of Credit Inolu^ng amendments to be made at wtttten r^uest of Belli 
Buyers' aooount. Any posslbte acUont of Buyers lelating to opening, utilization or amendi 
Loner of Cre^ are oidi(ect to prior written consent of Selen. Buyers' Bank Is obliged to 
to Sellete mples of opened Letters <K CtedR and Ihair possibla amandnwita. 

SeSeis have right to oontroi the prooesi of opening and utlHzatton of Lettari of Credlt.| 

g. Law mfM Juitorlivtlun. 

Each Party baars full responsibjiliy for proper tuiniimsnt of ihalr obligationt undilr present 
ContraoL 

AH dltpules or dlffisrenoee rwhien may arise out of this Contract wW be solved by P« 
emlceUe way. If an emlcabre wty of senlement Is not possible, all disputes or dllfan 
mav arise out of or in conneellon wBh Ihe prewint Cootreel shell be referred, JurtedWIon < 
oDurta bf^ eactudad, to atbilraiien. 

The arbiiiadon sfwii be organized as follows: 

The Patty which inienris to eubmH the dispule or dilfiwwine to erbltralion shall flotify tbs ?lt 
by a registered letler sMng the name, end surname of Ihe arbitrator, who may be a dtid 
oovntiy, and N* adiAea* as wel as suiting the subptol of me dispuia, iha number andfor q 
Conlmci. The other Pei^ must appolnl meir aibitmtor wimin 30 days on rsccipt of eueh I 
may also be a citizen of any oountry, mfofflling the Party eonoemed also by a regletsied M 
nime, aumame, and adrSreaa, 

If me Party summonad to aiwiradon falls to eppolni meir eiblirator wimm Ihe saidjperiod of 
Brno, an arWrator Shalt be appomted by m# Chamber of Commerce In StoeWwim, Swidw tor mis 
Party ai me lequetl of die ottier Perty. 

The appoinriTient shal be made wimin 30 nays on rioMpt of the appropilale appllcg Hon from 
the petty, wnien submitied the duputo to arbHfation. 

Bom arbitrators must appoint an umpire wimm 30 days alter meir eppointrnsni. 

If the arblinitore fail to appoint me umpire vrilhin me seid period he shall be app iintad by 
Chamber of Commerce in sioewrolm al me request of eny of the Partie*. 

Beat of Aibitration ehall be Stockholm. Sweden. Entf Ish Lenguage to be used. 

The eweid ot me AiWiretlen shsS bo rtrads by maiorlty of votes on the bests of me t vims end 
conditions of Ihe prieent Contract and In conformity wim the rote* of law to be eppllod pc ■suani to 
the rule of oonfllcl of lawe of Sweden. The AiWlraliOn may also additionally utilize jeneraHy 
acceded inlematlonal Irsde ousloms. 

The award ehes be mottvated and indleate me composilien me AiMratlon, die dati and mt 

'Atisn and whc.'c tho award was modi a^sUnlnwot of lha watbaUcn sjqienees bolwdori 
me Parties. The Arbliration award shell be made wimin ? rnonms from the dale of el^clton or 
appobitmant of the umpire and ts hnal and binding for both partie*. 

I.Odter Conaldf ndene. 

All omer terms and oondWons not mentioned above she* be In arxrordance wRh oonei 
"SOMO" - JSOC 'R05NEFTEIMPEX' NK ROSNEFT, Moscow oontraots flo be send to Bi 

The entire deal I* done subieet to "BOMO" confirmation, demunege. It any, w« 

"SOMO" aooe^ It end upon rseelpt of the fundt from "SOMO", otherwleo there 
responelMllly tor demurrige ftom BeSers. If any other expenses ariee In oonnectlofl wim 

me present Contract end mey are not oontlrmed and paid by "SOMO* m#y wHI be fr 
acoount. 

The piesent Contract come* mio force trom me data of signing. The vaidrN of IMS 
shell oomlnoe as long as coneeponding Contmots between JSQO "ROBNEFTEIMr 
ROSNEFT and "SOMO" are vMd and wim regards to paymani obllgattons until meir full 


10,LK«I Add r s s ee s . 
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s««r» -«U8NAFTAIMPEX(!V1) IMITED Buy»r» - BAYOU SUPPLY & 

HMDINQLIMrrED 


CIO <l«n)ln« Houw. 1 Wwtay Str.. St.H«lltr 

J«my, JE4 •HP.CtHnn*l Mindi 

UmMKIngdgm 

Tal.:4401S34mi11 

Flx:4401S34ni18 


P.O.BOX C8 12818 NtHW, Bight 




M; 749 387 4791 
fK 242 362 4739 
tx; 20844 


PorStftn 

A.MIov«io« 

Dtroctor, Moicow Ropw i o n tiOo n Offioi 


ForBuyvl 
D3. Clialrn*i« 
Jr.'PmMmt 







TOTAL P.0S 
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CONTRACT 


Moscow 


Jutyll, 2000 


Bstwssn RUSNAFTAIMPEX (BVI) UMITED, Unitsd Kingdom, fisrolnsftsr rsfstrsd 
to as ■’Ssllsr,” and Mssssra 8AY0IL SUPPLY & TRADING LIMITED", Nassau, Bahamas, 
hsrslnansr rsfsrrad to as Buysrs" and agreed as follows; 

1. Object of Contract 

Sellers have sold and Buyers have bought FOB Mina Al Bekr about 8,000,000 
barrels of Iraq crude oil to be delivered In the frame of •*' period of United Nations 
program "Oil for food" subject to actual contractual quantitiea under the contracts 
between JSOC "RUSNEFTEIMPEX" NK ROSNEFT and "80MO”. 

2. Quantity. 

About 8,000,000 barrels of Basrah Light Crude Oil ax Mina Al Bakr of normal 
quality usually available at mentioned port. 

2. Time of Delivery. 

Deliverlee are to be elTected: 

2.000. 000 barrels July 2000 

4.000. 000 barrels August 2000 

2.000. 000 barrels by end of phtae 8 period 

The lifting program la aubject to SOMO approval! 

4. Oeatination. 

Deliveries or mentioned qusnttties of Iraq crude oil will be effected to USA. 
However the eetuel port of deetinatlon will be agreed between Parttee for each 
parOeuler ahipment aubject to ‘SOMO" confirmation. 

6.Prtce. 

a) OfTIcial selling price of “SOMO" for Bssrah Light Crude Oil ex Mins Al Bskr for 
sorrsspendlng dositnsUsn with A. P. 1. ecvalatlo.' de-eecalaUon elfevUve for muiitti vf 
dslivery plus a PREMIUM per net US barralagrsed bstwssn Sellsrs and Buysre far s«»«h 
saiga, M eiawd in me Adaendum.. 


1 
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b) Th« fln«l unit prtc* fOr Batrsh UQht Crud« Oils thcll be rounded eft to three 
(3) decimal placet to be Inereaeed to the next digit whenever the fourth decimal place 
la five or greater than five. 

8. Payment 


Payment to be eifeeted on the 30th day from Bill of Lading date (Bft. date » day 
one) In US Dollare without any ofbet or deduction by telegraphic tranefar In two parts; 

1) Value of “SOMO" Invoice at olTicial aelling price to "Banque National Da Parle, 
8.A., New York branch, telex No: #737018 per correeponding Letter of Credit 

Z) Balance amount in US Dollam per net barrel of delivered crude oil to be 
franeferred to account in the bank to be deaignated by Sallere. 

Payment f hall be made upon praeentatlon of Seller'a Invoice and utual ahipping 
documenta (including full aet of properly leeued or endoraed originei Bllla of Lading), 
or Sallara Latter of Indemnity, in format acceptable to Buyer, In lieu of mlteing 
documenta (hilex/fax of involea/LOl aocaptable). 

If payment falle due on a Saturday or Bank Holiday other than Monday In the 
piaca where payment la to be made then paymant ahall be made on the laet preceding 
banking day. 

If parent falla due on a Sunday or Monday Bank Holiday in the piaca where 
payment Is to bs made then payment ihall be made on next aueceedlng banking day. 

7. Opening Letter of Credit 


Upon receipt of written Inetructlons from Sellere, the Buyer* ehall open with 
indication the point "by order of JSOC-ROSNEFTEIMPEX NK ROSNEFT, Moecow" 
Irrevocable and conflnned Lattar of Credit In favor of United Natione according to 
format ancloaed to the Contraela between JSOC "ROSNEFTEIMPEX" NK ROSNEFT 
and “SOMO* through tha bank acceptable for Sellers and covering each shipment of 
crude oil. All expensee In eonmction with opening, conArmation end utnixedon of 
LetMr Of Credit Including imtndments to be made at written roque et of Seller* are for 
Buyer*’ account Any poealbla actions of Buyars ralafing to opening, utilization or 
amendment* of Letter of Credit ere subject to prior written concent of Seiler*. Buyers' 
Bank te obliged to tend by fax to Sallars copie* of opened Letters of Credit end their 
posaibi* amendment*. 

Seller* have right to control tha proeeta of opening and utilizatien of Lettar* of 
Credit 

V* *i«T* «lt*a# welvwtvwvtlr 


•rasM mrnUjf eeSM tun reepanelsilNy wr peupev HiimiMeHr e« wteia eeNgaeeNa 
under prMent Contreet 

All dleputea or dllferancea which may ariat out of this Contract will be solved by 
Parti** In an amicable way If on amloabla way of astdama nt Is not poasibit, all dirouta 




Pw: 
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or dlffiirsncM isfhte!! m»)r srisa cut cf or !n cs!>n*cti</ri wllh in# pr*a*ni Cgntract »h«li 
b* rafarrad, juriadlctton of ordinary eourta bting axcludad, to arbitration 
Tha arbitration ahall ba organlzad aa followa: 

Tlia Party wbleh intanda to aubmit tha diaputa or dlftaranea to arbitration ahall 
notify tha othar Party by a raglatarad lattar stating tha nama, and sumama of tha 
arbitrator, who may ba a citizan of any country, and his address aa wall as stating tha 
subject of dia dispute, tha number andfor data of tha contract Tha otter Party must 
appoint thair arbitrator within 30 days on rscaipt of much lattar who may also ba a 
cItIzan of any country, Informing tha Patty cenoarnad alao by a regiatarad lattar of hta 
nama, aumama, and addraaa. 

If tha Party aummonad to arbitration fails to appnint thair •rhrrfsrnr within the 
said pariod of tima, an arblbator shall ba appointad by tha Cham^r of Commaroa In 
Stoehholm, Swadan for thia Party at tha raquaat of tha Othar Party 

Tha appointmant shall ba mads within 30 days on racaipt of tha approprlata 
application from tha party, which aubmlttad tha diaputa to arbitration. 

Both arbitrators must appoint an umpire within 30 days effbr thsir appointmsni 
If tha arbitrators fall to appoint tha umpire within tha aaid pariod ha ahall ba 
appointad by Chtmbar of Commarca In Stockholm at tha raquaat of any of Pardat. 
Saat of Arbitradon ahall ba Stockholm, Swadan. Pngllah t-anguaga to ba uaad, 
Tha award of tha Arbitration ahall ba mado by majority of votaa on tha baaia of 
tha tarma and condidona of tha Praaant Contract and In conformity with ^ rulaa of 
law to ba appllad pursuant to tha rula of conflict of lawa of Swadan. Tha Arbitration 
may alao addidonalty udllza gtnarally aocaptad inhrrnaUonal trada cuatoma, 

Tha award ahall ba modvatad and tndleala tha eompoaita'on of tha Arbitradon, 
tha data and tha placa whan and whara tha award was mada and appointmant of tha 
arbitradon axpanaaa batwaan tha Partita. Tha Arbitration award ahall ba mods within 2 
months from ths dits of sisedon or appointmant of tha umpira and la final and binding 
for both partiaa. 


9. Othar Considaradons. 

All othar tsrmj and condidona not msnb'onsd abovt shall ba in accordanco with 
corniapondlng "|OMO" - JSOC ROSNEFTEIMPEX NK ROSNEFT, Moscow contracta (to 
bs aand to Buysr.) 

Tha andra daal la dona subjact to "SOMO" confirmation, damurraga. If any. Will 
ba paid If '80M0" accapt It and upon racaipt of tha funds from "SOMO" othsrwiss 
thara will ba no raaponalbility for damurrar from Sallar'a. It any other expanses ariss 
In connection with hilflilmant of tha praaant Contract and thay ara not contlrmad and 
paid by “SOMO thay will ba for Buyara’ account 

Tha peasant Contract comas Into force from tha data of signing. Tha validity of 
this Contract shall eondnua aa long aa eorrsaponding Contract batwaan JSOC 
"ROSNEFTglMPEX" NK ROSNEFT and "SOMO" ara valid and with ra sards to paymsnt 
oblfgadons undl thair full eompladon. 
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10. L»9«l Addr««M« 

S«ll«ra RUSNAFTAIMPEX (BVIJ LIMITED 

C'o Jirdina H0U*», 1 WMity 9t, SL H«n*r 

Janay, JE4 8HD,Channal lalanda 

Unitad Kinedom 

Tal: +44 01834 8S8111 

Fax: +44 0183488118 


And 


Buyara — BAYOIL SUPPLY 8 TRADING LIMITED 
P.O. Box CB 12918, Naaaau, 

Bahamaa 

Tal: +1242 3824731 
Fax: +1242 382 4733 
Tlx: 20844 



ForSallara: 

A, MHovanov 

Director, Moacow Rapreaantatlon Ofllca 



Foi 

David' 
Preaidant 
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CONTRACT 


Moscow 


July 11, 2000 


Batwoon JSOC "ROSNEFTEIMPex” NK ROSNEFT, Moscow, horelnatler lofeired lo as 
•Sellsts" and Msssere "BAYOIL SUPPLY & TRADING LIMITED', Nassau, Bahamas, hsremallor 
r^errod to as "Buyers" and agreed as foWowa: 

1. Object of Contrect 

Sellers have scrfd and Buyers Have bought F.O.R. ^^a Al Bakr about 8 000 000 barrels of Iraq 
crude oil to be delivered in the frame of 8* period of United Nallons program "Oil for food" 
actual contractual quantities under the contracts between JSOC "ROSNEFTEIMPEX" NK 
ROSNEFT and "SOMO". 


2. Quantity. 

About 8 000 000 barrels of Basrah Light Crude Oil ©x Mina AI Bakr of nrxmal quality usually 
available at mentioned port. 


3. Time of Delivery. 


Deliveries are to be effected: 

2 000 000 barrels July 2000 

4 000 000 barrrts August 2000 

2 000 000 barrels (Subject agreerneni of the price) by end of Phase B period 

4. Deetlnetloii. 

Deliveries of mentioned quantities of Iraq crude oil will be effected to USA. However the actual 
port of destination will be agreed between Parties for each particular shipment subject to "SOMO" 
confirmation. 

5. Price. 

a) Ofildal selling price of "SOMO" for Basrah Light Crude Oil ex Mina Al Bakr for 
corresponding destination with A.P.I. escalation/ de-escalation effective for month of delivery plus 
US Dollars 0,02 per net US barrel- 

b) The final unit price for Bavah Light Crude Oils Shan be rounded off lo three (3) decimal 
places to be increased lo the next digit whenever the fourth decimal place Is five or greater than five. 

Price for the last 2 txx? ooo BBLs to be agreed additionally. 

6. Payment 

payment to bo effected on the 30*^ day from BUI of Lading date (B/L d8te«?one day) in US 
Dollars without any offset or deduction by telegraphic transfer In two parts: 

1) Value of "SOMO" Invoice at official selling pwice to "Banque National De Paris S.A-. New 
York Branch, telex N96737018 per corresponding Letter of Credit. 

2) Balance amount (0,02 US Dollars per net barrel of delivered crude oil) lo be transferred lo 
account in the bank to be designated by Sellers. 

Payment shall be made upon presentation of Sellers' Invoice end usual shipping documents 
(Including fun set of property issued or endorsed original Bills of Lading), or Sellers’ Letter of 
Indemnity, in formal acceptable to Buyer, In lieu of missing documents (lelex/fax of Involce/lOl 
acceptable). 

If pajrmetit falls due on a Saturday yr Bank Holiday uthar than Monday in the place whore 
payment Is to be made then payment shaH be made on the lest preceding banking day 

If payment falls due on a Sunday or a Monday Bank Holiday in the place where payment Is to 
be made then payment shafl be made on next succeeding banking day. 
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T. Opening Lvtt«r o1 Credit in Ftvof of United N««on« and Tnnt ter of Amounts Dus to 
JSOC ’TOSNEFTeMPEX" NK ROSNEFT 

Upon rocsipl oi written Instructions from Sellers, the Buyers shall open vvilh indlcallon in the 
point “by order of dSOC -ROSNEFTEIMPEX" NK ROSNEFT, Mosoow" irrevocable and confirmed 
Letter of Credit in Favor of United Nations according to format enclosed to the Contracts between 
JSOC "ROSNEFTEIMPEX" NK ROSNEFT and "SOMO" through the bank, acceptable for Sellers 
and covering each shipment of crude oil. asi oxpencee in connection writh opening, corifirmaiion and 
utiltcation of Letter of Credit Including amendments to be made et written request of Sellers for 
Buyers’ account. Any possible actions of Buyers relating to opening, utilization or amendments of 
Letter of Credit are subject to prior written consent of Sellers. Buyers* Bank is obliged to send by fax 
to Sellers copies of opened Letters of Credit and their possible amendmanls. 

Sellers have fight to conuvl the procoas of opening and utiuzahon of Letters of Credit. 

-6. Law ind Juriscttcflon. 


Each Party bears full responsibility for proper fulfillment of their obligations under present 
Contract. 


All disputes or differences which may arise out of this Contract will be solved by Parties In an 
amicable way. If an amicable way of settlement is not possible, all disputes or differences which 
may anse out of or In connection with the present Contract shall be refenred, ji'dsdiction of ordinary 
courts being excluded, to arbitration. 

The arbitration shall be organized as follows; 

The Par^ which fntends to submit the dispute or difference to arbitration shall notify lha other Party 
by a registered letter stating the name, and surname of the arbitrator, wtio may be a dtlzen of any 
t»untry, and his address as well as stating the subjed of the dispute, the number and/or dale of the 
Comrac*. The other Party must appoint their arb'rtmtor within 30 day* on receipt of simh tetter who 
may also be a citizen of any country, informing ihe Party concerned also by a registered letter of hie 
name, surname, and address. 


IT the Party summoned to arbhration falls to appoint their arbitrator within the said period of 
time, an arbitrator shall be appointed by the Chamber of Commerce in Stockholm, Sweden for this 
Parly at the request of the other Party. 

^ ™“'P* appropriatB application from 

the party, which suPmltterl the tfisputa to artoltraiton. 

Both arbitrator* must appoint an umpirB within 30 days alter their appointment. 

appoint the umpire within Ihe said period he shall be appointed by 
Changer of Commerce in Stockholm at the repuesl of any of the Parlies ’ 

SmI of Arbllralion shall be Stockholm, Sweden. English Language to be used. 

'™<Je by ma|orily of voles on the basis of Ihe terms and 
me m^of ZnI’rtT coirormlty with Ihe rules of law lo be applied pursuant to 

aooepledmteraSSallrircul™, ® 

Diaco^oTanH " •>« ™<lvated and indicate the composition of ihe Aibltratlon, lira dale and the 

fhe” The^Sfrmin O' «'8 artiltration expenses between 

aoDoSni ^ ffs'e of election or 

appointment of the umpire and is final and binding for both parlfea. 



9.Wttr Conslderanons. 
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10.L«tJ(l AddIVMtt. 


PASE 04 


Seltors - JSOC ■ROSNEFTEIMPEX" 

UMITED 

NK ROSNEFT 

Russia, Moscow, H3813 

B.Yakimanka Street bid. 33/13 

Tel,; 7(095) 152 97 51; 151 44 62 / 238 84 02 

Fax; 7(095) 941 60 35 / 829 61 40 

It*,: 612303 VATH 


Buyers - BAYOIL SUPPLY & TRACING 


P.O.Box C8 12918 Nassau, BAGHAMAS 

tel,; 242 362 4731 

fax; 242 362 4733 
tlx; 20644 



For Buyers 
D.8. Chalmers 
Jr.- Preeioent 


I 

I 

I 




I 

I 

I 
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I 
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Addendum Nol 

to contract dated July 11, 2000 
between RuenafUmpex” (8VI) United Kingdom end 
Meesra. ‘Bayoll Supply A Trading Limited, Natieu, Beitemae 

Moecow Juiy2«,2000 

In accordance with contract dated July 11. 3000 regarding 8,000,000 barrala of Basrah 
Light crude oil ex WIna Al BaKr, the price of eargoee to be delivered in the frame of 8 
period will be ofllclal eelling price of SOMO for “Baerah Light” for US deab'natloni or 
any other destination that may be agreed there after) plue premium per net US barrels 
of USD 0,24 (twenty tour cenla) 

Velue of SOMO Invoice et official eelling price will be paid to Bank National de Paris, S, 
A., New York as per correaponding Letter of Credit 

Balance amount In US dollars par net barrel of delivered crude oil will be tranferred by 
Buyera to account In the bank to be detignatad by Sellers egalnet Seilera invoice in 
the following wey, 

USD 0.12 In advance upon SOMO'a acceptance of vessel nomination 
USD 0.12, on the 30** day Itom Bill of Lading data ( B/L data a day one) 


Sellere RU8NAFTAIMPEX (BVI) UMITEO 

e/o Jardine House, 1 Wesley St, 8t Heller 

Jersey, JE4 SHD.Cninnel Islands 

United Kingdom 

Tel: e44 01034 888111 

Fax: e44 01034 00110 


And 


Buyera — BAYOIL SUPPLY A TRADING LIMITED 
P.O. Box CB 12010, Nassau, 

Bahamas 

Tet; el 242 302 4231 
Fax: ♦1242 302 4233 
Tlx: 20044 





r-or oeiierei 
A. Mtlovanov 

Olrteter, Moscow Repiesentation Office 


For Buyera: , 

Devid B. Chelmere, Jr.' 
President 





Permanent SubcommUtee on Investigations I 

PSlSMfRgtfRPQ-F^ SNT 01 701 3 

SNT 017013 
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.WSMIT REPORT 


2000,07-17 0S!23 
713-22-?-Bl01 
BRYOJt- 713-224-0101 



BAYOIL 


TO; CREDIT AGRICOLB INDOSUEZSA, GENEVA 

ATTN: TAREK EL-GOWHARI 

FROM; BAYOIL SUPPLY* trading LIMITED 

DATE: JULY 14, 2000 

RE: M/T “BOURGOONF’/SUB EX MINA AL BAKR - JULY 2000 

2,000,000 BBLS BASRAH UOHT CRUDE OIL 


PLEASE EFFECT PAYMENT VALUE MONDAY JULY 17, 2000 TO COVER PREMIUM TOR 
ABOVE REFERENCED CARGO: 

amount; usd 240,000.00 

TO: HELLENIC BANK LTD 

92 DHIQBNI8 AKRITAS AVE., 

P.0, BOX 4529 

1300 NICOSIA, CYPRUS 

SWIFT. HO-07-075660-01 

ACCTNO,; 140-07-075660 01 

CREDIT; HAVERHILL TRADING LIMITED 


THANK YOU FOR YOUR ASSISTANCE. 



SNT 015735 
SNT 015735 
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BAYOIL 


TO: CREDIT AGRICOLE INIX)SUEZ SUISSE SA, GENEVA 

ATTN: Mr, Tarek El-Gowhari 

FAX: 011-4121-319-9228 

FROM: Bayoil Supply & Trading Limited 

DATE: August 25, 2000 

REF: 1 ,883,963 bbls basrah light ex Mina A1 Baki 

M/T “Licome Pacifique” B/L August 3, 2000. 

OurRef. V-50100 


Dear Tarek: 

Grateful if you could please wire following value Friday September 1, 2000 to cover 
premium payment for above referenced cargo: 

Amount: US$212,151. 12 

To; UBS AG 

Confederation 2 
1201 Geneva 
Switzerland 

Credit: RUSNAFTAIMPEX LTD 

Account: 0240-322926 

Swift: UBSWCHZH12A 


Thank you for your assistance. 



For and on behalf of 

Bayoil Supply & Trading Limited 


BAYOU SUPPIY 8. TRADING IIWTED 


P.O. BOX CBI 2918 NASSAU, BAHAPMS 242 362 423 I FAX: 242 362 4733 TlX: 20644 

Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC) - FN 72 


SNT 015706 
SNT 015706 
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HEAD OF FINANCE DEPT. 
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U-OS-OO 03;Z3pi Ftoh-WITEO kations tseasury oiv 


!!ZaS3Z0B6 T-BIE P 002/009 F-523 
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07-28-2000 08:04«1 FROM 


TO 7132248101 P.01 


FROtl : VOTUM 


PHCNE NO- s 929 61 33 


JUw. 


B3 2000 ll:24«1 Pi 


RUSNAFTAIMPEX (BVI) LIMITED 

C/O Jurdine Hous?. ! Wesicy S«re«i Si. Helier, Jtmy- JF,4 8HO Chinncl Islands, UK 


INVOICE No. 02/27/07 


Contract <Jld 11.07.2000. Addendum No. I dtd 26.07,2000 

To: BAYQIL SYPPLY & TRADING LIMITED 
P.O. Box CB 12918, Nassau. Bahamas 

Dcscriptiion; m/tTINA/Swb layenn 10.08.2000 

BASRAH LIGHT crude oU «x MINA AL BAKR 
2 000 000BBLS*0,12 

Total amount: $240,000.00(1 wo hundred and forty Thousand US Dollars only) 

The above mentioned amount should be paid to: 

Beneficiary: RUSNaFTAIMPFX LTD 
Account No. 0240 322926 

Bank: UBS AO, Conredcralion 2. 1201 Oeneve. Switzerland 
SWIFT Code: UBSWCH2H12A 


Alexei Milovanov 
Director 

Moscow OfHce Representative 



Permanent Subcommittee on Investigations I 

PSIStaffRpt(RPC)-FN74| SNT 014950 

SNT 014950 
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INVOICE No. 05/27/07 


Cootruct <ltd 1 1,07.2000, Addendum No.I did 7.6.07.2000 

To; BAYOIL 3 YPf LY * TRauinU LIMITED 
r.O. Dox CD ;29IS. N«suu, Biduuntu 

Description: ra/t «BERGE CHIEF»/Sub laycan 09.09.2000 

BASRAH UOirr crude oil ex MINA Ai B AKR 
2 000 000 BBi.S * 0,12 

Tclul UJviOmuI; $240,OOO.vOiT wv iiuiKireii and inrty Thn<«nnd ijd i.’ofi£r2 OniyJ 

The above Tncoiioned eniount should be psid to: 

Benenciaiy; RUSNAFTAIMPEX LTD 
Account No. 0240 322926 

Bank: UBS AO, CviiredcnjUvn 2. 1 201 Geneve, Switzerland 
SWIFT Code: UBSWCHZH12A 


Alexei Milortiinv 
Director 

Moecow Office Rcproentatlvc 



SNT 016308 

SNT 016308 
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10/12/2000 17:31 +7-095-9416035 VAL TO PAGE 


RUSNAFTIMPEX (BVl) LIMITED 

C/0 Jardine House, 1 Wesley St. Helier, Jersey, JE4 BHD Channel Islands, UK 


INVOICE No 14/28/09 dated 28.09,00. 

Contract dated July 11, 2000, addendum Nol dated 26 July 2000 


To: Bayoil Supply and Trading Limited P.O.Box CB 12918, Nassau. Baghamas 

Discriotion: m/t "Olympia Spirit'VSub laycan 15.10.2000 
Basrah Light crude oil ex Mina Al Bakr 
2 000 000 bbls‘0,12 

Total amount: USD 240. 000. 000 (Two hundred and forty thousand US dollars only) 


The above amount should be paid to: 

Beneficiary: Rusnaftaimpex LTD 
Account No : 0240 322928 

Bank: UBS AG, Confederation 2.1201 Geneve, Switzerland 
Swift Code : UBSWCHZH12A 


Alexei Milovanov 
Director 

Moscow Office Representative 



06 
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'^-24-2000 05: IBPM FROM 
08/24/2020 20: i/ +/-033'3-* wo. 


TO 7132248181 P.03 


Rusnaftaimpex BVI Limited 

C/O House. 1 Westley St. Helier Jerggy- 8HP.Chanpei Isifflids. VK 


Invoice No 07/24/08 

Contract dated My 1 1 , 2000, addendum Nol dated 1 July 26, 2000 


To; Bayoil Supply & Trading Limited P.O.Box CB 12918, Nassau, Baghamas 
Simner. nvt "Licorae Pacilique" B/L 03.08.00. ex Al Bakt 
Discription: Basrah Light crude oil 1,883.963 net bbls 
iriemium; utsi; u,24 per net bbls 
Amount: USD 452,151. 

Less Prepayment: USD : 

Total AmtHinf- Iisn 71t 


12 

240,000.00 

3 / 1 , /D-'X Vc 




The above amount should be paid at 30 days from the B/L date 
(include B/L date) to; 

Beoeficlarv : Rusnaftaimpex LTD 
Account No: 0240 322926 

Banlc: UBS AG, Confederation 2. 1201 Geneve, Switzerland 
Swift Code: UBSWCHZH12A 


Alexsei Milovanov 
Director 

Moscow office representative 



£s™aasnrSubcoiti niilteton 

£SIStaffRgmRPC)^^^ 


SNT 015708 
SNT 015708 
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09/04/2000 15:51 ^7-095-941-6035 


VAL TH 


PAGE 03 


RUSNAmMPEX.{BV1) LIMITED 

C/O Jsftf 08 HouM, 1 Wwlay St. Helior, Jetwy, JE4 8HP Channel Wands, UK 


INVOICE No 09/04/09 d«t«d 04.09.2000 
Contract dated July 18, 2000, addendum Nol dated 26 July 2000 


To; Bayoll Supply and Trading Lhnned P.O.Box CB 12918, Nassau, Baghamas 

gtepmer : m/t Tina" B/L 12.08.00,ex A1 Bakr 

Discrictton: Basrah Light crude oil 1,857.303 net bWs 

Premium: U SD 0.24 per net bWe 

fifflaunL USD 445,762.72 

yujjEDKajaDanLUSo 240,000.00 

Tow amount, usd 205 , 752.72 

The above amount should be paid at 30 days from the BA. date (induding BA. date) to: 
Bgneftaary: Ruanallalmpex LTD 
AocotmtNo : 0240.322926 

Bank: UBS AO, Contedaration 2.1201 Geneva, Switzerland 
SwtnCode: UBSWCHZH12A 


AJexel Milovanov 
Director 

Moscow OfKoe Representative 
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10/03/2000 22:47 +7-095-941-6035 VAL TH 


PAGE 


RUSNAFTIMPEX (BVI) LIMITED 

C/O Jardine House, 1 Wesley St. Heller, Jereey, JE4 8HD Channel Islands, UK 


INVOICE No 16/13/10 dated 03.10.2000 
Contract dated July 18, 2000, addendum No1 dated 26 July 2000 


To; Bayoil Supply and Trading Limited P O Box CB 12818, Nassau, Baghamas 

Steamar m/l "Berge Chief B/L I2.09,00.ex Al Bakr 

DIscfiPtion: Basrah Light crude oil 1,943,729 net bbis 

Premium: USD 0,24 per net bbis 

/Amount: USD 466,494,86 

Less Prepayment: USD 240,000.00 

Total amount: USD 226,494.96 

The above amount should be paid at 30 days from the B/L date (Including B/L date) to: 
Beneficiary: Rusnaftaimpex LTD 
Account No : 0240 322926 

Bank: UBS AG, Confederation 2.1201 Geneve, Switzerland 
Swift Code : UBSWCHZH12A 


Alexei Milovanov 
Director 

Moscow Office Representative 



03 


SNT 016286 
SNT 016286 
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11/13/2008 14: <16 ♦7-035-941S83S VAL TH 


PAGE 


RUSNAFTIMPEX (BVI) LIMITED 

C/O Jardlne House, 1 Wesley St. Heller, Jersey, JE4 BHD Channel Islands, UK 


INVOICE No 22/13/11 datsd 13.11.00. 

Contract dated July 1 1 , 2000, addendum No1 dated 28 July 2000 


To: Bayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, Baghamas 

Steamen mA “Olympia Spirit", B/L 21.10.2000 ex Al Bakr 
Discription: Basrah Light crude oil 
2 324 019 net bbis 
Premium: USD 0,24 per net bble 
Amount: USD S57 .764.86 
Less Prepayment: USD 24Q.0Dp DO 
Total amount: ys5317,76<l6 


The above amount should be paid at 30 days from the B/L date (including B/L date)to: 
Beneficiary. Rusnaftalmpex LTD 
Account No : 0240 322926 ' 

Bank: UBS A6, Confederation 2.1201 Geneve, Switzerland 
Swift Code : UBSWCHZH12A 


Alexei Milovanov 
Director 

Moscow Office Representative 
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9:MPM 

vmvM 

AconialBMis 


Bayoil Supply 1^ Trading, Ltd. 
Transaction Detail By Account 
January ItM through Dte«mber 2M3 


Typt 

Data 

Hum 

Namt 

WCfM 

Oau 

SpBt 

Amount 

Batmeo 

OitiiTtTnIir 









SalM-Olf^ucts 








Oanaral Joumai 

8131/2000 

JaCk 04 

CLATOd^FINING 

UcoRMPndlc 

V- 50 t 00 

Accounts Ra.„ 

17 . 143 . 154.15 

17 . 143 , 154.15 

Ganaraf Journal 

8 . 01/2000 

JaO >-24 

Baton 

UeocnaPadhc 

V -80100 

Aeeounte Ra... 

16 .$ 77 . 172.40 

33620628 ^ 

OanaralJcHimal 

801/2000 

Ja <»-24 

CUytKREUNMO 

UcWMPac«e 

vsom 

Aeeounta Ra... 

9 . 917.14069 

< 3 , 737 . 487.14 

Oanaral Journal 

8 / 31/2000 

JaCk -24 

Exxon 

Ucema PaelAc 

v^oo 

/Locaunls Ra.- 

1 S. 219231-50 

58658 , 698.84 

ToWSalaa<OilProducte 






56 . 956 . 698.64 

S 3 . 9 S 860 e .84 

Total OraaaSalea 







58 ^, 698.64 

5865869864 

Coota($alaa 









OaiMMl Journal V 31 / 200 Q 

JaCk -24 

Accrual 

Ucoma Pad/b 

v-«aioo 

Accounts Ra... 

6 «.SI».I^ 

88683.75 

OapM^ 

4 / 17/2001 

DEM 

Exxon 

LMcnc 

V 40100 

Cadi-CAil... 

24.58260 

81,15825 

Oanaral Journal 

12/310001 

JaCk-et 

Ravaraa Aecruol 

L.PM«e 

V 40100 

Et: 5 mala(i C~. 

• 30,18760 

60 , 868 .^ 

Total Oamurrega 0 Ughtar 






68 . 966 .n 

80688.75 

CnidaPurehaaaa 









Oanaral Journal 

801/2000 

Ja ^-24 

Accrual 

Ucema PadAo 

V^SOIflO 

Aiccouiita Ra... 

- 47 . 632.23663 

• 47.83223863 

Total Cruda Pun:haMB 






• 47 . 632 . 236.53 

• 47.63223863 

intaraat 









OanonJ Journal 

8010000 

Ja«k .24 

Aeenui 

UoomaPadfc 

V -60100 

Accounts Rs... 

• 300 , 000.00 

- 300 , 000.00 

CtMCk 

8/150000 

LOAN 

nXEOTERMAO.. 

UCORNE PACIFIC 4 / 1 «_. 

V- 501 M 

Cash-CAtl... 

- 145 . 571.71 

- 445671.71 

Chock 

B 060000 

lOAN 

FDOEDTOIMAO.. 

LKXMtNE PACinC 4 NS-... 

V -50100 

Cadi-CAIU 

• 114 , 086.36 

- 559.86867 

Chaek 

8080000 

LOAN 

FRBITERMAO-. 

UCORNE PAtsn&^io... 

v-60100 

Ca^'CAil... 

-664563 

• 685603.40 

Chock 

8090000 

LOAN 

FIXB 3 TERMAO.. 

UOORNE PACnc 4 Q 8 -_ 

V- 601 M 

Caak-CAII... 

• 33630-16 

■ 698633.58 

Chock 

vx/aoo 

MT 

MTERESTCHA.. 

MT- 4 /MlOOUCORNE P... 

v-60ia> 

Csrsh-CAII... 

•^73661 

-80767067 

Oanaral Journal 

anoaon 

JaCli -13 

Ravaraa Accrual 

UPACme 

V -50100 

• 6 PUT- 

300,00060 

• 307670.07 

Chock 

loaaooo 

U)AN 

FKEOTBtMAO.. 

L. PAC» 1 C 408 -Ky 2 

V-SOIW 

Caah-CAII.. 

-1162762 

•31868769 

Chock 

100/2000 

U 3 AN 

FDCEDTCRMAD- 

LPACnC 

v-60100 

Caah-CAil.. 

•166663 

•32068422 

Oanani Journal 

18080000 


NTERESTCHA- 

UCORNEPAOFIQUE 

v-60100 

2 S 301 /Cafr- 

- 28618-22 

• 348,71064 

Chaek 

10300000 

LOAN 

FSCEOTERMAO-. 

L. PACanc« 29>1000 

v-60100 

Cath-CAiL. 

- 13,04662 

- 381628.08 

Total biiaroct 







•36162668 

•38162868 

ht^acttoB 







f 


Oanaral Journal 

8010000 

JaCk -24 

Accrual 

LfoomaPadAc 

v -50100 

Accounts Ra_. 

- 24682.19 

• 24682.19 

Chock 

803/2000 

MSP 

08 .MSPECno. 

UCORNEPAonc 

V -60100 

Caah-CAIL. 

-1363060 

• 382«69 

Oanani Journal 

aoooooo 

JaOe >13 

Rouama Accrual 

LPAOnC 

V -60100 

Merest 

368169 

■3463160 

Oatwnl Journal 

1001/2000 

JaCk -19 

Aoetual 

LPAOFIC 

V-S 0100 

-SPLIT. 

- 4,78764 

- 39.12864 

Total ktapacfioft 







• 38,12864 

• 39.12864 

iRsurann 









Oartaral Journal 

8010000 

Ja 0[04 

Accrual 

UoomaPadne 

V -60100 

Accounts Ra_ 

•3560060 

•3560060 

Oanaral Journal 

9000000 

JaCk -13 

AceriNJ 

LPACFIC 

V -90100 

Merest 

•367869 

• 386786 » 

Total tnauranoa 







-3867869 

•3867869 

UCChargaa 









Chaek 

7/240000 

LC 

UNTTEONAnONS 

UOORNEPACnOUE 

V -50100 

Cash.CAII.. 

- 58680.00 

- 59 . 580.00 

ToMtCChoryac 







- 69680.00 

-6968060 

PraigM 









Oanani Journal 

801/2000 

JaCk 04 

Aecivai 

Ucema PacCe 

V-S 0100 

/tcceunlsRa_ 

- 3 , 536 . 880.75 

• 363 I 680 - 7 S 

ToMFroigM 







- 3638660.75 

4636680.75 

Damurraga 









Oanani Journal 

801/2000 

Ja-Ck <24 

Accrual 

Ucema Padhe 

V 40100 

Accounts Ra_. 

• 117,71560 

• 117,71660 

Oanaral Journal 

1201/2001 

JaCk -88 

RavanaAoennI 

LPadfe 

V 40100 

EdfanoMC.- 

117 . 71 S 60 

060 

Total Damurraga 







0.00 

060 

nnwKaChargaa 









Chock 

7/180000 

P 7 VT 

HAVERHU.TRA... 

UCOmEPAOFIC 

V 60100 

Cash-CAII... 

• 15.09 

•1569 

Chock 

7060000 

6 C 

BANK CHARGES 

UOOfWEPAOFIQUE 

V -60100 

Cash-CAJ 1 _ 

• 115.00 

•13069 

Oanani Journal 

8010000 

JaCk -24 

Aecnal 

Ucema Pacifc 

V -60100 

Accounts Ra_ 

• 53 . 000.00 

• 6^13060 

Chock 

9/10000 

PTMT 

ROSNOTMPEX 

UCOANEPACnOUE 

V-S 0100 

Cash'CAII.- 

• 82 , 768.47 

-10669866 

Chock 

8/10000 

P« 4 T 

RUSNMTAM>E-. 

UCORNEPACF 1 QUE 

V -50100 

Cssh-CAJI... 

• 14.59 

• 10 S 613 . 1 S 

Chock 

8/120000 

BC 

BANK CHARGES 

UCORNEPACF 1 C 

V -60100 

Cssh - CA 1 1 ... 

• 14.19 

• 105^64 

Chaek 

9/130000 

MSP 

08 . MSPECmO... 

UCORNE PACIFIC 

V -60100 

Cssh-CMI... 

• 14.14 

• 105641.48 

Otaek 

8/130000 

BC 

BANK CHARGES 

UOORNEPACnC 

V -50100 

Cssh-CAI 1 .„ 

• 14.17 

-10865668 

Chaek 

8/190000 

FREIGHT 

COSCOCMARM... 

UCORNE PAOFIC 

V -60100 

Cash-CAII.- 

' 14.06 

- 106668.71 

Dapoidi 

9090000 

REV 

Exmi 

UCORNE PAOFl 

V-S 0100 

Cssh-CAil.. 

• 82.40 

• 106 , 052.11 

Dtpoail 

soaoQoo 

REV 

CURKREFMMG 

UCORNE PACnC 

v-60100 

Cash-CAII-. 

• 84.45 

• 10^13868 

ChtKk 

8090000 

ia 

CLARK REFMMQ 

UCORNE PACIFIC 

V -60100 

Cash-CAII.. 

• 808.00 

• 106,74168 

Chock 

9090000 

LOI 

CLARK REFMMO 

UCOR/CPAOFC 

v -50100 

Cash-CAi 1 „ 

• 805.00 

-10764668 

Otock 

9080000 

LOI 

Exxon 

UCORNE PACnc 

v -50100 

Cssh.CAi 1 .„ 

• 80 S 60 

•10768168 

OanamiJownal 

8 / 30/2000 

JaCk -13 

Reinrea Accrual 

L.PACFIC 

V -50100 

Merest 

53,00060 

•6465168 

OopoaH 

10 / 3/2000 

REV 

Eicon 

LPAOFIC 

v-60100 

Cash-CAII.. 

■ 81.50 

•6563366 

Dapoak 

100/2000 

F£V 

CLAfOCREFMMO 

LPACFIC 

V-S 010 Q 

Cssh-CAtl... 

•8569 

45 . 118 .K 


I P»0«1 
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9HM m Bayoii Supply & Trading, Ltd. 

•THM* Transaction Detail By Account 

AccHMi aMt* Jmuwy IMi through Dac«mb«r ^3 


T»* 

Data 

Hum 

Namt 

Mamo 


SpM 

Amount 

Bltanci 

Omc* 

10/4/2000 

La 

Exert 

LPACnC 

V-591DG 

Caah-CAII.- 

•805.00 

•56,72335 

Omek 

HVIOQOOO 

PYwr 

Mn-PETROUN... 

L.PAOnC 

V-S0100 

Cuah-CAI1_ 

-14.27 

-55,73732 

Omk 

12/7/2000 

MSP 

CALEB BRETT U.„ 

LPACnC 

V-6010D 

CBah-CAi1_ 

-14.75 

•56.782X 

PtpptW 

1/11/2001 

DEM 

CLMtKf£FNNO 

L.PACmC 

V-50100 

Caah-CAI1_ 

•20.00 

■56.77238 

Totel RMnoaChargoc 
Commiuions •> lUiMia 






-55.772.65 

•55,77238 

OMok 

7/181/2000 

PYMT 

HAV»»«XTRA-. 

UCORNEPACmC 

V-5(MOO 

Caah-CNI... 

^40^J» 

•24030030 

0«*wii Jpumai 

8/31/2000 

J»4%-24 

Aceniri 

r hwnn 

V-EOIOO 

AeoountaRa— 

-212,151.12 

-4%1S1.12 

Ch«k 

8/1/2000 

pmr 

RUSNAFTAMPE... 

UCORNE PAOnOUE 

V-50100 

Cash-CAi1._ 

^12,151.12 

-68430234 

Otwwt Journal 

9/30/2000 

J»«k-13 

RawtaaAecrval 

LPAOnC 

V-60100 

Maraal 

212.151.12 

•462,151.12 

ToW Commiaatora - RuMla 






•452,151.12 

•452,151.12 

Uf^ilafing (%MgM 








OMMai Journal 

8/31/2000 

Jaac-24 

AecniM 

UcmtmPmMc 

V-<0100 

Acoourria Ra... 


•88230835 

ToWUghtodngCharpM 






•982^.85 

■88239935 

Total Coat of Salaa 







•53,100,384.97 

-63,1003X37 

GanaraiJoura^ 

8/1S/2000 


COMMS^ONS 

UCORNE PACflQUE 

V-50100 

25301/Carr... 

•1X232 

•134232 

Oanaral Journal 

8/18/2000 


COLMSBiOIIS 

UCORNE PACIFICQUE 

V-SOIOO 

25301/Carr... 

•134232 

4I384X 

Oanarat Jounwd 

8/21/2000 


COMnSSIOKS 

UCORNE PACtFIQUE 

V-50100 

25301/Carr... 

•1X232 

•4,Q28X 

Oananri Journal 

8/220000 


COkMSSIONS 

UOORNEPACIFIQUE 

V-S0100 

2$301/Ot>rr... 

•134232 

•6388X 

Oanarri Jourori 

803/2000 


COHMSOtONS 

UOORNEPAOFIQUE 

V-S0100 

2S301/Cair„ 

-134232 

4,71130 

Oanaral Journal 

8010000 

Ja-Ck-34 

Aoenel 

UeomaPacWe 

V-S0100 

AceounlaRa.. 

•15,000.00 

41.71130 

Oanaral Jownai 

9/130000 


COkMSSiatS 

UCORNE PACnOUE 

V-601D0 

2S301x:;«rr-. 

•^.15 

•22,407.7$ 

Oanarai Journal 

snioooo 


COMSSIONS 

UCORNE PAOFIQUE 

V-60100 

2S301/CaiT.> 

-898.15 

•23.10330 

Oanaral Journal 

8/150000 


COMMSStONS 

UCORNE PAOnoUE 

V-50100 

2530tiCarr>. 

-2359.88 

4538339 

Oanaral Jountal 

8/180000 


COIMSSIONS 

UCORNE PAOFIQUE 

V-60100 

2S30VCarr_ 

-78735 

48.431.14 

Oanaral JomMi 

8/t8/»00 


OOkMSSIONS 

UCORNE PACnOUE 

\^50100 

2S301/Catr ... 

-7873S 

47.10130 

Oanaral Journal 

Ktenooo 


COMMISSIONS 

UCORNE PACnOJE 

V-50100 

25301/Carr _ 

-2,44932 

49347.71 

Oanaral Journal 

901/2000 


COkMSaiONS 

UCORNE PACnOUE 

v-aoioo 

3S3Q1/Carr- 

•242.76 

49390.47 

OarraratJoumal 

9020000 


COIMSSIONS 

UCORNE PACmOUE 

V-S0100 

26301iC«r.. 

•242.78 

•30,13333 

Oanaral Journal 

«2soooa 


COMSflONS 

UCORNE PAOnOUE 

v-50100 

2S301A:atT-. 

•242.78 

•3037638 

Oanaral Journal 

ftOSOOOO 


OOlMSSiONS 

UCORNE PACnOUE 

v-50100 

2S301/Carr_ 

-242.78 

403 

Oanural Jcunwl 

9080000 


mMMXximii 

UCORNE MCnOUE 

V-5010Q 

2S30tA:wr... 

•242.76 

40J 

Oanaral Joumai 

9070000 


COIMSSIONS 

UCORNE PAOFIQUE 

v-sotoo 

25301/Carr.. 

-10.71 

•303.. 

OattaralJourMri 

9000000 

JaCk-n 

Accrual 

UPAOFIC 

V-50100 

haaraal 

839730 

4137432 

Oanaral Jouraal 

9/30/2000 

J*Oe-13 

Accrual 

L.PAOF1C 

V-50100 

Haraal 

•130330 

•23.179.12 

Dapoak 

lofioooo 


COIMSSK3NS 

UCORNE PACFIQUE 

V-50100 

25301/Carr.. 

6302.10 

•17,17832 

OanaralJountal 

1000000 


COIMSSIONS 

UCORNE PACFtQUE 

V-50100 

2S301/Cair. 

•1230430 

•29,18032 

Oaitaral Joumai 

1001/2000 

JaOr.19 

RawraaAccrual 

LPACFIC 

V-50100 

tHpacfcan 

730S30 

4137432 

Oanaral JouriMl 

11/17/3000 



UCORNE PAOFKIUE 

V-S0100 

-SPLIT- 

3375.12 

-18.49830 

Oanaral Journal 

1V17/2000 



UCCRNEPAOFIOUE 

V-50100 

Commicalona 

■3375.12 

4137432 

Total CommlaalorK 







-2137432 

4137432 

HadgiOalttHI-r***) 









Oanaral Joranat 

8010000 

Ja-Ck04 

Aoomal 

UoatmPadSc 

V-60100 

AeoountaRa-. 

-7312.100.00 

•7312.100.00 

Oanaral Joumai 

9000000 

JaCk-13 

Accrual 

LPAOnC 

V-50100 

bilaraal 

•134,154.00 

•734536430 

OatMral Joumai 

9000000 

JaClhia 

Accrual 

LPAOFC 

V-5O1D0 

Inlaraal 

1,190340.00 

4.758X430 

Oatwal Joumai 

1001/2000 

J»Oc19 

Ramraa Aacrual 

LPACnC 

V-S0100 


134,15430 

■8322380-00 

Oarwai Journal 

1V130000 



UOOmE PACtFIQUE 

V-50100 

•SMJT. 

•7312,100.00 

•14.434.18030 

Oanaral Journal 

ivtaoooo 



UCRONEPACnoUE 

V-S0100 

HadpaGain .. 

1.19034030 

•133X.12030 

Oanaral Joumai 

11/17/2000 



UOORNEPACIFIQUE 

V40100 

Cotnmiaaiena 

-1,190,040.00 

•14.4X.18030 

Oarratal Journal 

1101/2000 



UCORNE PAOFIQUE 

V-S0100 

-Spur- 

1,190340.00 

•13344,12030 

Oanaral Joumai 

12010000 

JaCk-28 

RawtM AoennI 

L^Actnc 

V-SOIOO 

Mark to Martial 

8.622350.00 

432236030 

Total Ha4aaOain/(Loaa) 






•8.822360.00 

■832238030 

TOTAL 







•797320.88 

•71733938 


P*0«3 
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10:43 AM 

mnvu 

Acenut Bula 


Bayoii Supply & Trading, Ltd. 
Tninsaction DeUli By Account 

January 19M through December 2M3 


Type Pete 


OmaSalet 

Saiet-OHProducU 
GenarMJotmal </31AK)00 
OenenriJoumil 1/31/2000 
OwwraiJcwnal 8^1/2000 
Generej Journal 8/31/2000 
OepoeK 10/3/2000 

Depoell 1Q«/2000 

Oenarat Jounurf 10/31/2000 
ToW Sale* • OH Pit>ducte 


Num 


J»Ck-23 MARATHON Tina-2 

Je-Ck'^ CUVb( REfINtNQ 'nna-2 

JeCk-23 VMEiK) MARKE... Tina-2 

Ja-aE-23 OARKREFMNO Tk»^ 

REV CLA»(RBWiNO Tm-2 

REV MARATHON Tf4A^ 

Ja-Ck-16 Revert* Acccuai Tlna-2 


TotMORMnSale* 

CeeterSalea 
MpeAn* ^wrges 

Cfwck 8/23/2000 PYMT 

OeMraiJoumti 8/31/2000 Je-Ck-23 

TotM npMn* Chatpe* 

&ud* Putt^tet 

OeneratjMimri 8G1/2000 J»Ck-23 

Total Crude Purdiseet 

Mereet 

Oenerai Jountal 8/31/2000 Je-Ck-23 

ChedE W30/2000 INT 

Oenerai Joumtf B/3Q/2000 JeCk-10 

Cheek 12G1/2000 INT 

Total Mereet 


SiMED TINA-2 

AconMl Tina-2 


'nne-2 


Accrual T1ne-2 

ttTEREST CHA... TINA-2 
Revetae Aoenjal ‘nNA-2 

tnEMSTCKA-. TINA-2 


bi^MKtion 
OeneralJoumM 
Genaral Jownai 
Owck 
Check 


Genarai Joumel 
Check 
Cheek 
Chede 

General Journal 

Chads 

Oteck 


Total InepecUon 
Insuranca 
General Journal 
Oenerai Journal 
ToWkiauranea 


tUSIOKO 

vamzooo 

10/27/2000 

10/27/2000 

10/31/2000 

8/120001 

9/12/2001 

8/12/2001 

8010001 

2/7/2002 

2/7/2002 


8/31/2000 

8/3CV200a 


UC Chargee 

Cheek 8/3/2000 

Cheek 8/4/2000 


TolalUC Charge* 

Freight 

Oeiwnl Journal 8G1/2000 
Total FnAgM 
Oonwrrage 

OanataiJoumal 8G1/2000 
O a n aial Journal 8/31/2000 
Cheek 11/13«X» 

OanarM Journal 12/31/2000 


Total Pe mu nage 


J»Ck-2a 

J»Ck-10 

INSP 

MSP 

Je-Ck-18 

MSP 

MSP 

MSP 

Je-Ck-54 

MSP 

MSP 


JeOc.23 


Je-Ck-ia 


LC 

LC 


JaCk.23 

JaCk-23 

004 

J»Ck-Z4 


A»uM T1ne-2 

AoenMi TNA-2 

OR. MSPECnO... TMA-2 
OLMSPECnO... TMA-2 
Ravwee Accrual Tina-2 
MSPECTORATE,. TNA-2 
INSPECTORAL... TlNA-2 
NSPECTORATE... TMA-2 
RevarMAecnial TINA-2 
OeeSHPPMOt... TINA-2 
OBCSHAVMQI-. TMA2 


Accrual Tlna-2 

Accrual TMA-2 


UNTTEO NATIONS TMA-2 
UNOEO NATIONS TINA-2 


Accruel Tina-2 


Accrual Tlna-2 

Accrual Tine-2 

NORTH CARIBS... TgtA-2 

Revarce Accrual Tlna-2 


Claes 

Spin 

Amount 

BelaiKe 

V-S0095 

V^OOSS 

V-S0095 

V-6009S 

V-50QM 

V-S0095 

V-50095 

Account* Re, .. 
Accoimie Re... 
AccocMsRe... 
AccosMsRe... 
Banque Cen... 
BanqueCan... 
-SPUT- 

22,776^22.50 

15,839.752.40 

15.741,112.34 

15.TO8.727.70 

is,ro8,ioo.oo 

4,296.77 

-1S.roe.727.70 

22.776.52250 

38,61657450 

5455758754 

70,066,11454 

85,77451454 

85,778511.71 

T0.0».784.Q1 



70,0(».784.01 

70,069.78451 



70,069.784.01 

70,069,784.01 

V-SOO^ 

V-50095 

Banque Can... 
Accounts Re~. 

-161.400.00 

14,059.73 

•161,40050 

-14754057 



•147.340J7 

-14754057 

V-5008S 

Aecoimis Re... 

-59^49.565.87 

-»,849.565.87 



■59,849,565.87 

-59,849,56557 

V-S0085 

V-60095 

V-S0095 

V-S008S 

Accounts Re... 
Banque Cen... 
-SPUT- 
8anqueOaR.~ 

-900,000.00 

•308,048.36 

300.000J» 

-52^.20 

•300.00050 

40854856 

-306,04856 

460,tt356 



-360.89356 


V-50095 

V-50095 

V-$009S 

V-50095 

V-S009S 

V-S009S 

V-50095 

V-50095 

V-50095 

V-50095 

V-SOOS5 

Accounts Re... 
Merest 

Banque Can... 
Banque Can.. 
Sales, on P... 
Banque Can... 
Ban^^.. 
Ban^ Can.- 
Estimated C... 
Banque Can... 
Banque Cen... 

-36540.98 

•5535.12 

'1059656 

-25,485.30 

35581.86 

-2521.77 

'1,88954 

-158457 

6569.24 

41750 

-3S2.44 

•3654058 

•44576.10 

•54,772.66 

40,25756 

•44,676.10 

-46,69757 

48,58751 

-50.472.78 

-44.103.54 

-44,921.04 

•45573.48 



•45,273.48 

-45573.48 

V-5009S 

V-S0O9S 

Accounis Re... 
Msred 

-32500.00 

4562.72 

-32500.00 

-40562.n 



•40,262.72 

40562.72 

V-S0095 

V-50096 

Banque Can... 
Banque Can.,. 

47590.00 

-10.235.00 

4759050 

•47515.00 



47,815.00 

•4751550 

V-50095 

Accounis Re... 

4,600,06653 

•4,000.00653 



4,60056653 

•4.60056653 

V-50095 

V-50095 

V-50095 

V-50095 

Accounta Re... 
/■ocounla Ra... 
Banque Can... 
Estimated C... 

-231,345.83 

33,861.11 

•248.437.50 

231545.83 

•23154553 

-197.484.72 

■44652252 

•215.57650 



-215576.39 

-21557659 


Pagel 
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10:43 AM Bayoii Supply & Trading, Ltd. 

ornwcM Transaction Detail By Account 

AccnMlB**!* .tanuary 1BK thrM)^ Dtc«mb«f 2003 


T^>« Date Num Nam* M*mo C(a«s SpWt Amount Balwtce 

0»M Salts 
Salat •oaProciucts 

GaMnlJo»ra4 8.31/2000 JfrCk*23 MARATHON llMi-2 V4009S Accour^Rs... 22,776.522.50 22, 7^^ JO 


OanwMJoumM 831/2000 CLARK REFININO Tkw^ 

Oaiwnl Journal 831/2000 J«hCk*23 VALEIK) MAra(E.- Tbia^ 

Owwal Journal 831/2000 J*.Ck^ OARKREFMNO 

OepoaK 103.3000 REV CLARKRSTMNO Tt4A2 

DapoaN 10/63000 REV MARATHON TMAr2 

OtMniJouimi 1031/2000 J»Cfc-1S RavwMAMfuM Tina-2 

ToMSalM-OHPnxtucIc 
Total Grot* Salat 
Coatof Saitt 
RipHM* Charo** 

Owok 8333000 PYMT SUMED TINA-3 

OaiwrM Journal 831/2000 Ja-Ck-23 Aocmal rata-2 

ToMRipaDnaOwiBm 
CniSt l*u(^iaut 

Oanaml Journal 831/2000 Je-CI(-33 Aoental Tina-2 

Total CruOa Purchaaec 

Maraat 

OarwrN Journal 831/2000 J»Cfc*33 Aoenml nt*-2 

8303000 trr interest CKA... TMA3 

OanarMJoumal 8/303000 J*4:%-10 Ravtn* Aocruai TINA-2 

Ctoek 1231/2000 STT MTEf^STCHA- TMA-2 

Total. Maraat 
kupaciton 

Oanarai Journal 831/2000 Ja^Ck^S /MeraN Tina-2 

OanarNJoumal 9303000 J»Ck-10 Aeonial TINA^ 

Oiack 1037/2000 INSR OR. ttSPECTIO... TINA-2 

Chat* 1037/2000 WSf* OIL NSPEC7IO._ TNA^ 

Ganaral Journal 10313000 Ja-Ck-18 Ravaraa /^oonMl Tlna-2 

Chack 8/123001 WSP WSPECTORATE... TSUW 

Chat* 8(123001 INSP WSPECTORA're... TINA-2 

Chock 8/123001 INSR INSPECTORATE... •nNA-2 

OanaraiJminM 8303001 Ja^-S4 Ravaraa Accrual TNA-2 

Chat* 2/7/2002 «SP CSC Sf«PPINO L.. 78^-2 

Chock 2/73002 INSP CSC SHPPtlQ t„ TMA-2 

Total inapaction 
Insuranca 

Oanarai Journal 831/2000 Ja-Ck-33 Accttral TkM3 

OanarNJoumal 830/2000 Ja«k-10 Aimual TMA-2 

TetaKnauranea 
UCChargM 

Chock 833000 LC UNTTEO NATIONS TINA'2 

Chack 8/43000 LC UNTED NATIONS TINA-2 

Total t/CCharffoa 
ProIsM 

0«wraiJoumal 831/2000 JaCk-28 AccruN Tina-2 

ToMFraigW 

Otmwraoa 

Oanarai Journal 831/2000 JaO-23 Accrual Tlna-2 

OanarN Journal 831/2000 J»Ck-23 A«cnM rna-2 

Chack 11/133000 OBJ NORTH GARBS.,. T14A.2 

Oanarai Journal 1231/2000 JaOc-24 Rawaa Acorual Tlna-2 

Total Damumga 


V-S008S 

V^OOOS 

V-5009S 

V-S0095 

V-5009S 

vsooas 

Accounta Ra... 
Aecomta Ra... 
Aoeounta Ra... 
Banqua Can... 
Bantfua Cart.,. 
-W>UT- 

15.8^,752.40 

15,741,112.34 

15,706,727.70 

15.708,100.00 

4,296.77 

-15,roB.727.70 

38,61627420 

54.35728724 

70,066,114.94 

85.77421424 

85,778,511.71 

ra,0M,7S4.0t 



70.069,784.01 

70,069.78421 



TO.069.784.01 

70.069.784.01 

V-S0Q85 

v-soces 

Bantfue Can... 
Accounta Ra... 

•161,400.00 

14,059.73 

•161,40020 

-147240.27 



-147,34027 

-14724027 

V40095 

AeootMa Ra... 

•S9J49J6SS7 

•59.849.56527 



-».849, 565.87 

•».84926527 

V-S0085 

V-6009S 

V-5008S 

V-5008S 

Accounta Ra... 
Sartqua Can... 

-Spur- 

BatM|ua Cart... 

•300,000.00 

•308,046.36 

300,000.00 

•62.84520 

•300,00020 

-60824826 

-30824826 

-360,88326 



•360,893.56 

-3RI28326 

V-60085 

V-6009S 

V-S0095 

V-S0O9S 

V-5008S 

V-6009S 

V-5008S 

v-sooas 

V-5009S 

V-S0095 

V-$009S 

Accounta Ra... 
kilaraat 

8anc|ua Can... 
Ban^Can-. 
Salaa-OilP... 
BamiuaCan... 
Ban^Can._ 
BanquaCan... 
Eatknalad C... 
Bfutqua Can... 
Banqua Cart... 

•36J40.9fi 

•8J3S.12 

•10J»6.S6 

-25,485.30 

3SJ81.8G 

3J31.77 

•1,889.94 

•1S84S7 

6,389.24 

-817.50 

>35244 

-36.34026 

-44,878.10 

•54,77228 

-80,25726 

•44276.10 

•46,68727 

•4828721 

-50,472.78 

-44,10324 

•44,921.04 

-45273.48 



•45273.48 

-45273.46 

V40085 

V-50095 

Accounts Ra... 
Maraat 

-32,000.00 

-8262.72 

■3220020 

•40282.72 



•40,262.72 

•40282.72 

V-SOOOS 

V-S0095 

Banqua Cart... 
Bartqua Can... 

37 280.00 
•10,225.00 

•37290.00 

•4721820 



•47,815.00 

•4721S20 

V-90085 

Accounta Ra... 

-4.800,06623 

•420026623 



•4,800,066.83 

-4,60026623 

iiii 

Accounta Ra... 
Accounta Ra... 
Banqua Can... 
EitimaladC... 

-231,34523 

33,881.11 

•248,437.60 

23124523 

•2312«23 

•197,464.72 

•44622222 

•21527629 



3152^.39 

•215276.39 


Papal 
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11:00 AM Bayoii Supply & Trading, Ltd. 

or/iMOi Transaction Oetaii By Account 

Accrual a«*U JaniwylSdS through December 2003 


Typ* 

Oats 

Hum 

N«na 

Uamo 

Class 

SpW 

Amount 

Balsnca 

OroaaSMaa 









Sata«> on Products 








Oortorsl Jounwl 

9/302000 

JoCk-04 

PHRJJPS66 

SERGE CH£F 

V-501C« 

Accounts Ra... 

14230,042.06 

14230.042.06 

Oonoraf Jotimsl 

9/300000 

J»<»c-04 

OARK REFINING 

SERGE CHCF 

V-60105 

Acccurds Ra... 

11,712.096.93 

25242,13668 

Oenar^ Joumal 

ft30/2000 

JoO(-04 

&083n 

BERGS CHEF 

V-5010S 

Accormis Ra... 

14,767,102.45 

40,^241.44 

OonocM JoumM 

8/30/2000 

Ja^-Od 

COraCIKFMMO 

BERGS CHEIF 

V-«0105 

Accounts Ra... 

15,919,432.06 

56,62827322 

To(M Sates -OH Products 






56,628.673.52 

56,62827322 

Total Gross Sates 







56,628,673.52 

56,626,67322 

Cost of Sates 









Pipslint Chargtt 








Chock 

9n!1/2000 

PYhir 

SUMED 

B^QECHCF 

V-50105 

Ca^-CAll... 

-76SOO.OO 

•76200.00 

OsnorsI Joumcd 

9/3CV2000 

Jo4%-04 

Accrue 

SERGE CHEF 

V-50105 

AccountaRa.„ 

7.123.67 

•60,77623 

Totainpsiine Ctorpaa 






-68.776.33 

•60.776.33 

Cnidt INircbasss 








Osnstai Journal 

9/30/2000 

J»Ck-04 

Accrue 

SERGE CHEF 

V>sai05 

Accounts Ra... 

-47.206.424.89 

•47206,42429 

Chock 

10/11/2000 

PYMT 

ROSNEFT IJPEX 

SERGE CHEF 

V-S010S 

Cod)-CAI1... 

-46.979,928.93 

-84.186,»422 

Oonoiai JowTNd 

10/31/2000 

Jo^-10 

Ravarsa Accrual 

BsfgaChtel 

V<S0105 

-SPLn"- 

47,206,424.89 

-4627922823 

Total Crudo Pwchasos 






-46,979,929.93 

-46279,92823 

Moraat 









Gonaral Journal 

900/2000 

J»«k-04 

AocruM 

SERGE CHEF 

V-50105 

/taoount6Ra.„ 

•300,000.00 

•300200.00 

Chock 

10/2SO000 

LOAM 

FIXED TERM AD... 

BERGS CHI^-10/1M<y... V-fi0105 

Cash-CAII... 

-144.467S8 

•444,46726 

Otack 

1Q/2SQOOO 

LOAN 

FIXED TERM AD... 

BSRGE CHEF*1(y24-10r.. V-fi01D5 

Caah-CAII... 

•963.30 

-445,43126 

Chack 

1001/2000 

ilT 

MTERESTCHk... 

SERGE CH£f-8O0-1(V31 V'EOIOS 

Cash-CAII.- 

•«, 182.56 

•451,61324 

OonoralJounMl 

1001/2000 

Jo-Ck-10 

RauoraaAeerud 

Bargs Chtef 

V-5010S 

CnidaPureh... 

300,000/30 

•151,61324 

Total Macast 







■151.613S4 

•15121324 

irapochon 









Oanoral Journal 

8/30/2000 

J»Ck-04 

Accrual 

BEROECHEF 

V-5O106 

Accounts Ra... 

•38.600.00 

•38,60020 

Oanarat Journal 

1001/2000 

J»Ck-10 

Rauaraa Accrual 

SsrosCMsf 

V-50106 

Crude Purah... 

•3,696.61 

-42,40621 

Chock 

11/230000 

MSP 

Ok-MSPECnO... 

B0«3ECHi^ 

v-sotos 

Cash'CAt1„ 

-16,388.75 

-5628526 

Chock 

12/7/2000 

MSP 

CALraBFSTTU... 

B.CHEF 

V-60105 

Cosh-CAI1._ 

.2,293 J8 

•61,176.74 

OansrM JoumM 

1201/2000 

JoOi-1S 

Rauarso /Lcctual 

Bargs ChisT 

V-5010$ 

-SPUT- 

18,662.13 

-42.tt621 

Total Inspachort 







•42.496.61 

•42,40621 

Insuranca 









Oonaral Journal 

BOOOOOO 

JoO(-04 

/tactual 

BEROECHEF 

V-6010S 

Aceounta Ra... 

-36,000.00 

•36,00020 

Goiwial Journal 

1201/2000 

j»ck-ie 

RaMraatecriMl 

BatgaChtel 

V-S010S 

hspacOon 

636.42 

•35,16326 

TotailnaurBflco 







-35,163.58 

•35,16328 

UCOtargaa 









Chock 

W1/2000 

LC 

L/C CHARGES 

BERGS CHEF 

V-S0105 

Cash ' CM 1... 

•51410-00 

•51,810.00 

Total UCChorpos 






■61,810.00 

-51,810.00 

PfoIgM 









Oansral Journal 

8000000 

JaJai-04 

Accrual 

BEROECHEF 

V-5010$ 

Aooounts Ra... 

•4.446,210.36 

•4.44521026 

Total Praiphi 







•4,446210.36 

•4.44521026 

OaMHOrapa 









OanarsI Joumot 

00(V2000 

Jt>Ck-04 

Accrual 

BEROECHEF 

V-50105 

Accounts Ra... 

•258,449.46 

•255,449.46 

Oansral Journal 

8002000 

J»Ck.«4 

Aocruri 

BEROECHEF 

V-50105 

Accounts Ra... 

69,016.67 

-168,43221 

Oonaral Jcaanal 

1001/2000 

Ja<S;<10 

Rswsrso Accrual 

BsrgsChtel 

V-5010S 

Cruda Pureh... 

3.717.00 

-155.71521 

OanarsI Journal 

1201/2000 

JoCtal* 

Rerarsa Accrual 

BEROECHEF 

V-SO105 

InspaetloR 

•1,112.71 

•166,I28.S2 

Oansral Journal 

800/2001 

JoO(-S3 

Accrual 

B.CHI^ 

V-5010S 

EsUmatad C... 

•37,554.60 

4KH26321 

Chack 

11/2/2001 

oej 

eEROENSENO.... 

6.CHEF 

V>S010S 

Cash-CAI 1... 

-193,422.40 

•38720821 

Chock 

12/5/2001 

PV>E 

KRGENSEND.... 

BDHEF 

V-60106 

Cash-CAII... 

-79,446.00 

•47725121 

Gartarai Journal 

1201/2001 

Ja-Ck-04 

Rsuotso Aocniol 

B.CHEF 

V-S0t05 

Esiitnaled C... 

»6, 004.17 

•181247.44 

Total Damumga 







-161247,44 

-181247.44 


l>agtl 
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it.-MAM Bayotl Supply & Trading, Ltd. 

07 / 1 VM Transaction Detai! By Account 

AccrmI B«»t« January 1996 through Otcambar 2003 


Typ* 

Data 

Num 

Name 

Memo 

Cleat 

SplK 

IMnount 

Baiortce 

Rnanct Charg** 








Owck 

8^000 

PYMT 

RUSNAFTAJMPE... 

BERGEOHEF 

V.5G105 

Cosh-CAII... 

•14.64 

-14.64 

Chack 

9^1/2000 

PYMT 

SUMEO 

BERGE CHEF 

V-50105 

CoMt-CAII... 

•14.06 

-28.70 

Ctwck 

9^7/2000 

BC 

BAM<(>{ARGES 

BERGE CHEF 

V-5010S 

Co^-CAII... 

-14.44 

-43.14 

Check 

9^9/2000 

8C 

BMIK CHARGES 

SERGE CHEF 

V-5010S 

Cash-CAII... 

-14.36 

-57S2 

Check 

10/2/2000 

BC 

BAI^ CHARGES 

BERGE CKIEF 

V-50105 

Cai^-CAi1... 

■14.43 

•7195 

Cheek 

10/3/2000 

BC 

B/WK CHARGES 

BERGE CHEF 

V-S0i<£ 

Coi^-C/Vil... 

•14.43 

•6638 

Check 

10/10/2000 

BC 

BANKOIAROES 

KRGECHEF 

V-S010S 

C^eh-CAI1... 

-1427 

-1009S 

Check 

1<V1 1/2000 

PWT 

RU£»IM^AMPE... 

BERGE CHEF 

V-50105 

Cash-CAII... 

•14.27 

•11492 

Check 

10/11/2000 

PYWT 

ROSNEFT B4PEX 

BERGE CHEF 

V-S0105 

Cash-CAII... 

-52.670.07 

■52.78499 

Check 

10/11/2000 

BC 

BANKOIAROES 

BERGE (HEF 

V-S010S 

Cash-CAII... 

•14.44 

-52,799.43 

Cheek 

10/12/2000 

BC 

BANK CHARGES 

BERGE CHEF 

v-soios 

Caoh-CAII... 

-14.36 

-52913.78 

Check 

10/13/2000 

BC 

BANK CHARGES 

SERGE CHEF 

v-50105 

Cash-CAi1._ 

-14.30 

•S2.828.0B 

O«eok 

10/24/2000 

FreiWIT 

8ERGENSEN D.... 

BERGE CHEF 

V-SOIOS 

Ca^-CAII... 

-13.96 

•«, 642.04 

DapoeH 

10/27/2000 

REV 

CLARK REFIMNO 

BERGE CHIEF 

V-S0105 

Cash-CAII.. 

•7693 

•52,91897 

Chink 

10/30/2000 

La 

BAM( CHARGES 

BERGE CHEF 

V-$010S 

Cash-CAII.. 

-^.00 

•5391397 

DepoeM 

10/30/2000 

REV 

PHILLIPS as 

BERGE CHEF 

V-50106 

CraJi-CAII.. 

•62.05 

4397692 

Cheek 

10/31/2000 

La 

PML11PS68 

BERGE CHEF 

V-50105 

Caah-CAll... 

•552.00 

-64,15892 

Check 

11/1/2000 

LOAN 

FIXED TERM AO... 

BERGE CHEF-1C»)-11/1 V-S0105 

Caah-CAII.. 

-11,512.04 

-^970.06 

Depoek 

11/1/2000 

F£V 

CLARK REFNNG 

BERGE CHEF 

V-S0105 

C:aah.CA11... 

-5298 

■65,752,14 

OepoeN 

11/1/2000 

F£V 

MOOLOLCORP 

BERGE CHEF 

V-5010S 

Caoh-CAII... 

-72.44 

-6592496 

Check 

11/2/2000 

La 

CLARK REFBW4G 

BERGE CHEF 

V-50105 

Caah-CAll... 

-S88.00 

•66,41298 

Check 

11/2/2000 

La 

MOBLOLCORP 

BERGE CHEF 

V-SOIOS 

Caoh-CAII... 

^2.00 

•6699498 

Check 

11/13/2000 

PYMT 

SKAUOEN PETR... 

BERGE CHEF 

V-50105 

CaM>-CAI1... 

-14.18 

-67908.74 

Cheek 

11/1S«000 

PYMT 

MTLPETROUN... 

BERGE CHEF 

V-SOIOS 

Caoh-CAII... 

•14.06 

•6792290 

Cheek 

11/22/2000 

NSP 

OLMSPECnO.. 

BERGE CHEF 

V-5010S 

Cash-CAII.. 

-13.87 

-67,036.67 

D^neK 

1/29/2001 

LOAN 

CLARK REFMNO 

BERGE CHEF 

V-6010S 

Caoh-CAII.. 

•20.00 

•67956.67 

Ch^ 

11/2/2001 

OBJ 

BERGENSBI 0.... 

B.CHEF 

V-SOIOS 

Caoh-CAII... 

-1S9S 

■67972.02 

TaW Rnence Chargee 






-57.07292 

-67972.02 

Cewwnteelone • Rueele 








Check 

Msaxo 

PYMT 

RUSNAFTAMPE... 

BERGE CHEF 

V-SOIOS 

Caoh-CAII... 

-240,000.00 

•240900.00 

Cheek 

10/11/2000 

PYMT 

RUSNAFTAMPE... 

SERGE CHEF 

V-SOIOS 

Caoh-CAII... 

.2».494.96 

466,48496 

ToM Contmieeionc • Russia 






-^68.<»496 

•466.49496 

Ughtering Charges 








Oenenk Joumtf 

9/3GV»}00 

Ja-Ck'04 

AecniM 

BERCSECHEF 

V-SOIOS 

Aooounle Re., 

-434.S41.B7 

•434941 

Oenerri Joum^ 

9i«V2000 

J»Ck.04 

/teoruol 

BERGE CHEF 

V-6010S 

Accounto Re... 

43,003.75 

•391.44( 

Oenenri Joumef 

10/31/2000 

J»Ck-ia 

Ravaraa Accrual 

Barge Chiar 

V-SOIOS 

Crude Purch... 

-5,50190 

-396948.V. 

Geneni Joumai 

12/31/2000 

J*0(-16 

Ravaraa Accrual 

Barge ChM 

V-SOIOS 

hopecSon 

-10,003.50 

•407,00.12 

Telal LIghtMkig Chargee 






•407943.12 

•407,043.12 

TotatCostofSaiee 







-52.9089S8.19 

-S2908958.19 

Camnttssioni 









Oenarai Journal 

9/34/2000 


COkMSSIONS 

BERGE CHEF 

V-SOIOS 

25300/CaiT ... 

-2,017.20 

•291730 

Oanarai JourTMl 

9/37/2000 


COkMSSIONS 

BERGE CHEF 

V-S010S 

25300A3aiT ... 

'2,017.20 

-49M.40 

Oanarail Joumof 

9/24/2000 


COkMSStONS 

BERGE CHEF 

V-SOIOS 

2S300iCeiT ... 

-2917.20 

•6961.60 

Ganeral Journal 

S/29/2000 


COhMSSIONS 

BERGE CHEF 

V-SOIOS 

2S300>Carr.. 

•2,01790 

•896690 

Oenecal Journal 

1«2/2000 


COMASSKMS 

BERGE CHEF 

V-SOIOS 

2S30Q/Carr ... 

-2,50990 

-10,57890 

OanarelJoumal 

10/3/2000 


COMSSiONS 

BERGE CHEF 

V-SOIOS 

2S300A3arr ... 

•492.00 

-11970.00 

Oenarai Journal 

vvAnxm 


CCMMSSIONS 

BERGE CHEF 

V-SOIOS 

2S300/Carr ... 

•492.00 

•1196^ 

Oenar^ Journal 

100/2000 


COMhtSSIONS 

BERGE CHEF 

V-5010S 

2S30aCacr... 

-492.00 

•12,m.OO 

Oenarai Journal 

10/0/2000 


COiMSSIONS 

BERECHEF 

V-S0105 

2530Q/Carr... 

-492.00 

•12,54690 

Oenenri Journal 

100/2000 


COhMSSIONS 

BERGE CHEF 

V-SOIOS 

iSMO/CvT^ 

•319.80 

•1295590 

Oenarai Joumai 

10/1(93000 


COhMSSIONS 

BERGE CHEF 

VS010S 

2S30(VCarr.. 

-319.80 

-13,155.60 

OeMrai Journal 

ia/11/2IM0 


COhMSSIONS 

BERGE CHEF 

V-SOIOS 

2S30IVCair.. 

-319.80 

-13,506.40 

Oenarai Journal 

10/120000 


CChMSSKJNS 

BERGE CHEF 

V-SOIOS 

2530G/Carr ... 

•319.80 

•1392530 

Oanarai Journal 

10/13/2000 


COhMSSIONS 

BERGE CHEF 

VS010S 

2S300/Cacr... 

•31990 

•14,145.00 

Oenarai Joumai 

1fl/1«2000 


COhMSSIONS 

BERGE CHEF 

v-50105 

2S300«Carr.. 

-91090 

•1S9K30 

GenanJ Joumai 

10/17/2000 


COhMSSONS 

BERGE CHEF 

V-SOIOS 

2530a/CarT.. 

•91090 

•15965.40 

Oanarai Joumai 

11910/2000 


COhMSSIONS 

KROECH^ 

V-SOIOS 

2S300/Carr._ 

-91090 

•16,87590 

Oanarai Journal 

10/190000 


COhMSSIONS 

BERGE CHEF 

V-SOIOS 

2S30(9Co(r ... 

-910.20 

•17,78590 

Oanarai Journal 

lOOOOOOO 


COhMSSIONS 

BEEROeCHEF 

V-SOIOS 

3S300K^... 

•3,468.60 

-2135490 

Oanarai Joumai 

10030000 


COhMSSIONS 

BERGE CHEF 

VS0105 

2S30(kCarr.. 

•314.86 

•2196538 

Oananri Journal 

1004/2000 


COhMSSIONS 

BERGE CHEF 

VS010S 

2S30tVCatT ... 

-314.88 

41984.18 

Oanarai Joumai 

10050000 


COhMSSIONS 

BERGE CHEF 

v-50105 

3S30a/Carr ... 

^14.68 

42.198.04 

Oanarai Jownal 

10060000 


COhMSSIONS 

BERGE CHEF 

V-SOIOS 

2$30Q«arr... 

•314.88 

-2291340 

Oanarai Joumai 

1007/2000 


COhMSSIONS 

BERGE CHEF 

V-SOIOS 

2S30aCarr... 

-314.88 

•2292890 

Total Commiaalona 







•22,828.80 

42928.80 

HadgaOein^Uu) 









Oanarai Joum^ 

9000000 

JaOc44 

Accrual 

BERGE CHEF 

V-SOIOS 

Accounto Re„, 

-2.490,069.00 

•2,0090190 

Oenarai Joumai 

11/8/20(X> 



BERGE CHEF 

v-50105 

-Spur- 

-4921.050.00 

•6,511,11890 

Oanarai Joumai 

11/60000 



BERGE CH^ 

v-sotos 

Hedge Gain... 

1,530,950.00 

•4960,138.00 

Oanarai Journal 

TfUW timOnm rSaift Ml 

1201/2000 

J(hCk-18 

Rawea Accrual 

Barge ChW 

V-SOIOS 

Inapeclion 

2.490.068.00 

4.49a9ra9P 


vswiw ssfwcuQn ^.w.uwt.w 

TtMH*40«6Bin/0.oe$) .2.490.0ro.00 •2.480^7C 


Pa9«2 
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fcooAM Bayoil Supply i Trading, Ltd. 

mtM Transaction Detail By Account 

Aecrwl Saaia January 199S through Decandwr 2003 


Typ* 

Data 

Nutn N«na 

Mamo 

Ctaaa 

Spot 

tawunt 

Salanca 

M«rMt Incom* 
DupoiJC 

GafwntI Joumtri 

11/7/2000 

12^1/2000 

INT INTEREST INCO... 

JeJKu«(-43 

SEROE CHIEF 
AwMJaO.CMaT 

V-501(» 

V-50105 

2S300A>ht... 
Sonqua Pari... 

136.S12.52 

102,335.59 

136,812.52 

238.148.11 

Total MaTMt IncoRM 






239.14S.11 

239,148.11 

TOTAL 






1.44C,0S4.S« 

1.44«,064.«4 


P*9«S 
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Bayoll Supply & Trading, Ltd. 

07/19/04 Transaction Detail By Account 

Accrati bmi* January 1995 Ihrou^ Decembu' 2003 


Typ* 

Date 

Num 

Name 

Memo 

Class 


Amount 

Balance 

Gross Sales 









Sales - Oil Products 








Deposit 

12««000 

REV 

CLARK REFINING 

CXYMPJA SP... 

V-501U 

Banque Can... 

13.825,292.05 

13.8:».292,05 

Deposit 

12/11/2000 

REV 

KOCHPETRa... 

OLYMPIA SP,.. 

V^1i4 

Banque Can... 

12,266.500.13 

26,091,792.18 

Deposit 

12^21/2000 

REV 

MC»ILOIL<»RP 

(XYMPIASP... 

V-S0114 

Banque Can... 

12,484,241.06 

38,576,033.24 

Deposit 

12/21/2000 

REV 

Diamond 

CH.YMF1A SP... 

V-50114 

Banque Can... 

14,109,432.46 

52,685.465.70 

General Journal 

12^1/2000 

Je-ar-09 

Exxon 

Otympic Spirit 

V-S01U 

Accounts Re... 

66,651.64 

52,752.117.34 

General Journal 

12/31/2000 

Je-Ck-09 

PACC 


V-50114 

Accounts Re... 

11.342,741.87 

64,094,859.21 

Generat Journal 

12/31/2000 

Je^Ck^S 

Diamond Sharrv... 

Olympic 

V-50114 

Accow^sRe... 

0.00 

64,094,859.21 

Check 

&2S2001 

PYMNT 

Mobil Cotp- 

O.SPiRIT 

V-50t14 

Barxiue Can... 

-1,000.00 

64,093.859.21 


Total Sales ■ Oil Products 






64,093.859.21 

64,093,869-21 

Total Gross Sales 







64.093,859.21 

64,093.^.21 

Cost of Sales 









Broker Comm 
Check 

5«a»i 

1312 

UNITED OtUOT... 

O SPIRfT/H4... 

V-S01U 

Cash-Vt/elL. 

-250-00 

-250.00 

Check 

5®2001 

1312 

UNrreo CRUDE... 

0-SP«rr/H4... 

V-a>t14 

Cash - Wall... 

-500.00 

-760.00 

Check 

5i2/2001 

1312 

UNtTEDCRUOE.^ 

O.SPtfMT/m... 

V-50114 

Cash -Well... 

-750.00 

•1,500.00 

Total Broker Comm 






•1,600.00 

•1,500.00 

Pipeline Charts 
Cl^k 

1C«31/2000 

PIPE 

ARAB PETROLE... 

OLYMPtASP... 

V-S0114 

Banque Can... 

-171,800.00 

-171,800.00 

Gerwral Journal 

10/31/2000 

Je-Ck-30 

Accnjal 

OtynxXa Spirit 

V-50114 

Cargos in tr... 

171.800.00 

0.00 

Deposit 

1227/2000 

WT 

ARAB PETROLE... 

OLYMPIA SP... 

V-S0114 

Cash inS«%.. 

17,047.65 

17.047.65 

General Journal 

12/31/2000 

Je-a(-09 

Reverse Accrud 

Otymplc Spirtt 

V-50114 

Accounts Re... 

-171.800.00 

•154,762.36 

T^i Pipelirw Giarges 






-154,762.35 

•154.76^35 

Crude PuretuMM 

Check 

11/202000 

PYMT 

ROSNEFT ««>EX 

OLYMPIA SP... 

V-50114 

Banque Can... 

^.344,497.00 

-58.344,497.00 

Tc^l Crude Purdrases 






-56.344,497.00 

■58.344,497.00 

IntererR 

General Journal 

12/31/2000 

Je-a-09 

Accrual 

OlyiTipic Spirtt 

V-50114 

Accourtts Re... 

0.00 

0.00 

Check 

12/31/2000 

INT 

INTEREST CHA... 

OLYMPIC SP... 

V-50114 

Baroque Can... 

-187.600.07 

-187,600.07 

Check 

12/31/2000 

WT 

WTEREST CHA... 

OLYMPIC SP... 

V-50114 

Banque Can... 

-338.194.26 

-626,794.35 

Ched( 

3/12/2001 

INT 

INTEREST CHA... 

O.SPIRfT 

V-501U 

Banque Can... 

■4,161.00 

-530,9^.35 

Check 

3/31/2001 

INT 

WTEREST CHA... 

O.SPIRIT 

V-S0114 

Barx^ Can... 

•10.970.40 

•541,926.76 

Check 

3/31/2001 

INT 

INTEREST CHA... 

O-SPIRTT 

V-S0114 

Banque Can... 

'2,969.06 

•544.894.83 

Total Interest 







•544.894.63 

-544,694.83 

bupeetion 
Gerard Journal 

12/31/2000 

Je-Ck-09 

Accrual 

CKympic Spirit 

V-50114 

Accounts Ra... 


-68.287.65 

Check 

7/5/2001 

WSP 

CALEB BREn ... 

©.SPIRIT 

V.S0114 

Banque Can... 

•2,178.90 

•68,466.55 

Check 

8rb/2001 

INSP 

OILWSPECTIO,.. 

©.SPIRIT 

V-60114 

Ban^ Can... 

•10.024.06 

•78,490.61 

Oieck 

9/12/2001 

INSP 

WSP6CT0RAT... 

o.w»tRrr 

V^114 

Banque Can... 

•1,648 00 

•80,338.61 

Check 

fi/12«)01 

INSP 

WSPECTDRAT... 

©.SPIRIT 

V-60114 

Banque Can.,. 

-1,157.68 

•81,496.49 

Cheek 

9/12/2001 

INSP 

WSPECTORAT... 

©.SPIRIT 

V-50114 

Banque Can... 

•759.50 

•62.266.99 

Cheek 

9/12^)01 

WSP 

WSPECTORAT... 

O.SHRIT 

V-50114 

Banque Can... 

•1,715.92 

-63,871.91 

Check 

9/12/2001 

WSP 

WSPECTORAT... 

O.SPIRIT 

V-50114 

Banque Can... 

-1,913.14 

-85,885.05 

Chedr 

9i2fl/200l 

WSP 

Oec SHIPPING ... 

o.8PiRrr 

V-50114 

Banque Can... 

-6.005.S9 

-91.890.64 

Check 

928/2001 

WSP 

OeCSHffWVO... 

O.SPIRIT 

V-50114 

Banque Can... 

•3,500.00 

•95.390.64 

General Journal 

9/30/2001 

Je-Ck-60 

Reverse Accmal 

O.SPIRIT 

V-601 14 

Estknated C... 

26.307.88 

■69.082.76 

General Joumd 

11/30«»1 

Je-ac<34 

Accrual 

O.SPIRIT 

V-S0114 

Estimated C... 

-16,734.54 

-85,817.30 

Total Mspection 







-85,617.30 

-65,817.30 

kMuranca 

Gmeral Journal 

12/31/2000 

Je-CK-09 

Accrual 

Olympic Spirit 

V-50114 

Accounts Re... 

•42,136.65 

-42.138,65 

Tdd instance 







-42,136.65 

•42,138.65 

L/C Charges 
Check 

ICyil/2000 

LC 

ROSNEFT IMPEX 

OLYMPIA SP... 

V-50114 

Banque Can... 

•50,825.00 

-50.825.00 

General Joumd 

1031/2000 

Je-Ot-SO 

Accnal 

Olympia Spirit 

V-50114 

Cargos in tr... 

50,625.00 

0.00 

Omerd Journal 

12/31/2000 

Je-Ck-09 

Reverse Accrual 

©himpic Spirit 

V-S0114 

Accounts Re... 

-50,625.00 

-50,825.00 


Totart L/C Charses -60.8^.00 •50,825.00 


Pagel 
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Bayoii Supply & Trading, Ltd. 

Transaction Detail By Account 


Accnwl BmH 


January 1$95 thr^gh Decembw 2K}03 


Typ* 

Cate 

Hum 

Name 

Memo 

Ctase 


Amount 

Balance 

freight 

Check 

10/2&«XXJ 

FREIGHT 

CRACESEA LTD 

OLYMPIA SP... 

V«1114 

Barv^e Can... 

•1.035.710.35 

-1,035,710,35 

Check 

1<V31/2000 

fTIEIGHT 

CHRISTIANIA B... 

OLYkfl^lASP... 

V-50114 

Banque Can... 

-153,484.00 

-1.189,194.35 

Check 

10/31/2XX) 

FREIGHT 

CRACESEA LTO 

OLYMPIA SP... 

V-50114 

Banque Can... 

-643,500.00 

•1,832.694.35 

Gen^l Journal 

10/31/2000 

Je-Ck-«> 

Accrual 

aympia Spirit 

V«)114 

Cargos in tr... 

1,832.694,35 

0-00 

Cheek 

i1/2ai2000 

FREIGHT 

GRACESEA UJ... 

OLYMPIA SP... 

V.S0I14 

Banque Can... 

-682,636.00 

-682,636.00 

Check 

11/30/2000 

F^MT 

SOCIETE GENE... 

OLYMPIA SP... 

V-S01 14 

Bar)que Can... 

•1.405.065.00 

■2,088,501.00 

Cene^ Joumd 

12/31/2000 

Je-Ck-09 

Accrual 

O^npic Spirit 

V40i14 

AcciHints Re- 

29,848.96 

-2.C»8.^2.04 

General Joumti 

12A31/2000 

Je-Ck-09 

Reverse Accn«l 

Olymptc Spirit 

V-W114 

Accounts Re... 

-1,834,361.55 

•3,893.013.59 

General Joum^ 

12/31/2000 

Ja-CkJM 

Accrual 

Otympic S^ift 

V.501 14 

Accouite Re... 

-747.730,72 

-4.640.744.31 

Check 

2/12/2001 

PYMT 

STAITATERMIN... 

0. SPIRIT 

V.S01I4 

Banque Pari... 

360.000.00 

-5,000.744,31 

Che<^ 

2/12iaXl1 

PYMT 

STAITATERMIN... 

0. SPIRIT 

V.S0lt4 

Banque Pari... 

-964,647.01 

-5,966.391.32 

Deposit 

3/14/2001 

CR 

l£TH SUEZ TFL.. 

O. SWRIT 

V.501 14 

Cash-CAI ... 

-1,667.20 

-6,967, 0S8S2 

Check 

B/BmOOi 

PYMNT 

LETH SUE2TB... 

O.SPIRIT 

V-S01 14 

BNP Pariba... 

34,496.18 

■6.001.654.70 

Genera! Journal 

5/31/«)0t 

j6-C3t-34 

Aocmal 

O. Spiril^Bun... 

V-S01 14 

/Lccourrts Re... 

1,095,000.00 

-1,906,654.70 

Check 

Tot^FrelgW 

&S/2001 

PYU^ 

OlACESEA UM... 

O.SPIRIT 

V.501 14 

BNP ParkM... 

-18,890.33 

-4.925.445.03 

-4,925.445.03 

■4,925,445.03 

Rnance Charges 

Check 

\msmx) 

P'mT 

BUSNAFTAIMP... 

OLYMPIA SP... 

V.501 14 

Banque Can... 

-17.39 

-17.39 

Chad( 

10^6/2000 

FREIGHT 

CRACESEA LTD 

OLY»ff»IA SP-. 

V40114 

Ban^ Can... 

-16.63 

-34.02 

Check 

^Of27I^QO 

La 

BANK CHARGES 

OLYMPIA SP- 

V.60114 

Banque Can... 

-550.00 

-684.02 

a«ck 

1031/3300 

FREIGHT 

CHfMSTIANIAB... 

OLYMMASP.- 

V.501 14 

Banque Carv.. 

•16.75 

■600.77 

Check 

1031/2000 

PIPE 

ARAB PETROLE... 

OL-^IA SP._ 

V«)1I4 

Banque Can... 

-16.98 

-617.75 

Che<^ 

10/31/2000 

FREIGHT 

CRACESEA LTO 

OLYMPIA SP... 

V-S0114 

Banque Can... 

-17.04 

•634.79 

OenertU Joumttf 

1031/2000 

Je-Ck30 

Acciuat 

Olympia S^til 

V^114 

Cargos In tr... 

634.79 

0.00 

Oteck 

11/7/2000 

BC 

BAi^ CHARGES 

OLYWIASP- 

V.501 14 

Banque Caa.. 

-17.16 

-17.16 

0»ck 

11/8/2000 

ec 

BANK CHARGES 

OLYkff^SP- 

V.S0114 

Banque Can... 

-17.07 

•34.23 

Chock 

11/9/2000 

BC 

BANK CHARGES 

OLYMPIA SP- 

V-S0114 

Barxtue Can... 

•17.01 

-51.24 

Che^ 

11/102000 

BC 

BANK CHARGES 

OLVVPIA SP... 

v.son4 

Banque Can... 

•1735 

-68.49 

Check 

11/14/2000 

BC 

BAf«( CHARGES 

OLYMPIA SP... 

V.50114 

Banque Can... 

•17.13 

•65.62 

Che<A 

11/16/2000 

BC 

BANK CHARGES 

OLYMPIA SP... 

V.50114 

Banque Can... 

•17.04 

•102.66 

Chec^ 

11/202000 

WT 

RUSNAFTAIMP... 

OLYMPIA SP... 

V.50114 

Banque Can... 

-5.61 

•106.27 

Check 

11/20/2000 

PYMT 

ROSNEFT IMPEX 

OLYMPIA SP... 

V.50114 

Banque Can... 

•64,373.95 

-64.48^22 

Check 

11/29/2000 

FREIGHT 

GRACESEA UM... 

OLYMPIA SP- 

V.50114 

Bant^ Can... 

-17.27 

-64,499,49 

Check 

11/303000 

PYMT 

SOaETE GENE... 

OLYMPIA SP- 

V401U 

Banque Can... 

-17.24 

-64,516.73 

Check 

12/63000 

LOI 

CLARK REFINING 

OLVMPIA SP... 

V.S0114 

Banque Can... 

-500.00 

•65.018.73 

Deport 

12/8/2000 

REV 

CLARK REFWING 

OLYMPIA SP... 

V.601U 

Banque Can... 

-602.05 

■65,618.78 

Chwk 

12/113000 

LOI 

KOCH PETROL... 

OLYMPIA SP... 

V40114 

Banque Can... 

-590.00 

-66.206.78 

Cheek 

12/163000 

LOI 

MOBIL OIL CORP 

OLYMPIA SP... 

V.50114 

Banque Can... 

-590.00 

-66.7W.70 

Check 

12313000 

La 

Oiacnond Shsmr... 

OLYMPIA SP... 

V.50114 

Banque Can... 

-590.00 

-67.388.78 

Check 

1237/2000 

LOI 

BANK CHARGES 

OLYMPIA a>... 

V.50114 

Banque Can... 

-600.00 

•67,988.78 

General Journal 

12313000 

Je-Ck-Q9 

Reverse Accrual 

Olympic SpMt 

V.S0114 

Accoimts Re... 

-634.79 

•66623.57 

Che<» 

1231/2000 

INT 

INTEREST CHA... 

OLYMPIC SP... 

V.50114 

Banque Can... 

-22.23 

-68,646.80 

Deposit 

133001 

REV 

PACC 

OLYMPIA SP... 

V.50114 

Banque Caa.. 

•824.63 

-69,470.63 

Check 

133001 

BC 

BANK CHARGES 

0. SPIRIT 

V.60114 

Banque Caa.. 

-20.00 

-69,490.63 

C»wok 

1/83001 

PYMT 

MTL PETROUN... 

OLYMPIA SP... 

V.50114 

Banque Can... 

•18.87 

-69,509.50 

Check 

1/103001 

PYMT 

GRACESEA LIM... 

OLYMPIA SP... 

V.S0114 

Banque Part... 

•19.33 

-69,628.63 

Check 

1/26/2001 

FREIGHT 

LONE STAR TA... 

OLYMPIA SP... 

V40114 

Cash in Ban... 

-21. IS 

-69,549.96 

Cheek 

131/2001 

FREIGHT 

LONE STAR TA... 

0. SPIRIT 

V.501 14 

Banque Can.., 

•6.20 

•69,556,18 

Qted( 

233001 

INSP 

Ot-NSPECTIO... 

0. SPIRIT 

V.60114 

Banque Can... 

-18.57 

■69.574.75 

Chedt 

2/123001 

PYMT 

STATTA TERMIN... 

O.SPIRIT 

v.$on4 

Banque Pari... 

•40.87 

•69.615.62 

Ched( 

a3t/2001 

PYMNT 

CRAIG FERGUS... 

O.SPIFWT 

V-50114 

Banque Can... 

-17.77 

•69,633.39 

Ched( 

533001 

PYMNT 

L£THSUEZTR... 

O.SPffWT 

V.601U 

BNP Pariba... 

•19.99 

•69,663.38 

Check 

833001 

INSP 

OllNSPECTIO... 

O-SPffWT 

V-S0114 

Banque Can... 

•17.75 

•69.671.13 

Check 9/XnoO) 

Tot^ Fktance Charges 

Agent Comririesione 

LQKT 

MaPETROLW... 

O.SPIRIT 

V.50114 

Banque Can... 

-6.31 

■69,677.44 

■69,677.44 

■69,677.44 

a^ick 

11/203000 

WT 

RUSNAFTAIMP.- 

(XYMPIA SP... 

V-SOi 14 

Banque Can... 

-317,764.56 

•317.764.56 

Check 

2/23001 

1»1 

SYNTEXENERGY 

inv. NO.PIE4... 

V-60114 

Cash - WoH... 

-250.00 

•318,014.56 

Check 

2/23001 

12S1 

SYNTEXENEROY 

kw- NO.P1E4... 

V50114 

Cash - Wen... 

-^.00 

-318.264.56 

Check 

233001 

1251 

SYNTEXENERGY 

Inv. Ne.PlEA... 

V.50114 

Cash -Well... 

•250.00 

-318,514.66 

Check 

2/2/2001 

1251 

SYNTEXENERGY 

Inv. NO.P1E4... 

V.S0114 

Cash -Well... 

-250,00 

-318.764.56 

Owck 

233001 

1251 

SYNTEXENEROY 

knr. NO.P1E4... 

V-SO1 14 

Cash • Wen... 

-500.00 

•319,264.56 

Check 

233001 

1251 

SYNTEXENERGY 

inv. NO.P1E4... 

V.501 14 

Cash -Welt... 

-250.00 

-319.514.56 

Check 

23/2001 

1251 

SYNTEXENEROY 

lnv.No.P1E49... 

V.50114 

Cash -Well... 

-600.00 

-320.014.56 

Oteck 2/2/2001 

T^al Agent Commisslortt 

Commissions • Russia 

1251 

SYNTE)«NERQY 

hv. NOP1E4... 

V.50114 

Cash -Well... 

-250.00 

-320.264,56 

■320,264.56 

-320.264.56 

Oieek 

io/i3/:»xio 

PYMT 

RUSNAFTAIMP... 

OLYMPIA SP... 

V-50t14 

Banque Can... 

-240.000,00 

•240.000.00 

General Journal 

1031/2000 

Je-Ck-30 

/kccoirri 

aympiaSpirk 

V-SO1 14 

Cargos in tr... 

240.000,00 

0.00 

General JourrttI 12131/2000 

Total Commissions • Russia 

Je-Oi-09 

Reverse /Lee tuai 

Olympic Spirk 

V40114 

Accounts Re... 

-240,000.00 

•240.000.00 

-240.000.00 

-240.000.00 


P^2 
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BayoU Supply & Trading, Ltd. 

Transaction Detail By Account 


Actual Bm(( 


January 1995 through December 2003 


Type 

Date 

Hum 

Name 

Memo 

Class 

Split 

Amounf 

Balance 

Lightering Purges 

Oeneiat Jownal 12/31/2000 

General Journal 12/31/2000 

Genera Journal 12/31/2000 

Check 9/Z«/2001 

Je-Ck-09 

JeCk-0$ 

Je-Ck-C» 

LGHT 

Accrual 

Accrual 

AcciurU 

MTL PEmCX.IN... 

Otym^ Spirit 

Otympic ^}irft 

o.spm 

V-50114 
V-501 14 
V.50114 
V^M4 

Accounte Re- 
Accounts Re... 
Accounts Re... 
Banque Can... 

-1,012,128.60 

15,781.23 

•6.763.52 

-2,196.40 

-1,012.128.60 

•93,347.37 

-1,0(».110.89 

-1.005,307.29 

Total Lightering Charges 






-1,005.307.29 

•1.005,307.29 

Total Cost of Sales 







•65,785.119.45 

-65.785.119.45 

CommitiiiHte 
General Journal 

1220/2000 



OLY(itf>iA SP... 

V-S)114 

Hedge Gain ... 

-2233-44 

•22.283.44 

Te^l Comrnis^S 







•22.^3.44 

-22.283.44 

Hedge Gain ^Less) 
(^rtaral Joinnal 

12/202000 



OLYMPIA SP... 

V.S0114 

-SPOT- 

3.442,160.00 

3,442.150.00 

Tctef Hedge Gain /(Loss) 






3.442.150.00 

3,442,150.00 

TOTAL 







1,728,606.32 

1,728,60642 


Pages 
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•flNSMET F^PCB^T 

2000.07-17 09SZ3 
713-2Z'‘»-8101 
BRYOIU 713-224-8101 



BAYOU 


TO: CREDIT AGRICOLE INDOSUEZSA, GENEVA 

ATTN: TAREK EL-GOWHARl 

FROM: BA YOIL SUPPLY & TRADING LIMITED 

DATE: JULY 14, 2000 

RE: M/T "BOUROOGNE’VSUB EX MINA AL BAKR - JULY 2000 

2,000,000 BBLS BASRAH LIGHT CRUDE OIL 


PLEASE EFFECT PAYMENT VALUE MONDAY JULY 17, 2000 TO COVER PREMIUM FOR 
ABOVE REFERENCED CARGO: 

AMOUNT: 

USD 240.000,00 

TO: 

HELLENIC BANK LTD 

92 DHlQbNlS AKKJT AS AVE-, 

P.O. BOX 4529 

1300 NICOSIA, CYPRUS 

SWIFT: 

HO-07-073660-01 

ACCTNO.: 

140-07-073660-01 

CREDIT: 

HAVERHILL TRADING LIMITED 


THANK YOU FOR YOUR ASSISTANCE. 



SNT 015735 

SNT 015735 





.RP^NSMIT REPCRT 
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2000,08-02 13S50 
713-224-8101 
BflYOlL 713-224-9101 



BAYOIL 


TO: 

ATTN: 

BANQUE CANTONALE VAUDOISE 

Mr. Fabrizio Ferrari 

FAX: 

011-4121-212-2581 

FROM: 

Bayoil Supply & Trading Limited 

DATE: 

August 2, 2000 

REF: 

1 ,900,000 bbls basrah light ex Mina A! Bakr 

M/T "Tina” - Price Premium Over O.S.P. 

OurRef. V-50095 

Dear Fabrizio; 

Grateful if you could please wire following value Thursday August 3» 2000 to cover 
premium payment for above referenced cargo: 

Amount: 

US$240,000.00 

To; 

UBS AG 

Confederation 2 

1201 Geneva 

Switzerland 

Credit; 

RUSNAFTAIMPEX LTD 

Account; 

0240-322926 

Swift: 

UBSWCHZHI2A 


SNT 015050 

SNT 015050 
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DATE: 08/19/2000 

FROM: DARLEEN SAMAYOA 

TO: BOBBY HAMBLIN 

RE: CONFIRM PRICE: 2ND MONTH PLATrS FIVE QUOTATIONS 15 DAYS FROM B/L DATE 


SUPPLIER(S): 



ROSNEFT 

VESSEL NAME: 
VENTURE NO.: 

B/L DATE: 

O.S.P. 

A.P.I. 

B/LQTY: 


LICORNE PACIFIQUE 
V-SOIOO 
08/03/00 
6.20 
31.79 
1,883,963 

QUOTE: 1 

August 17, 2000 


$31,335 

QUOTE: 2 

August 18, 2000 


$31,650 

QUOTE: 3 

August 21, 2000 


$31,950 

QUOTE: 4 

August 22, 2000 


$31,210 

QUOTE: S 

August 23, 2000 

AVERAGE ~ 

$32,370 

$31,703 



LESSOSP 

LESS API _ 

PLUS PREMIUM 
FINAL PRICE “ 

-$6,200 

$25,503 

-$0,220 

$25,283 

$0,240 

$25,523 



SNT 015704 

SNT 015704 
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Nafta Moscow 

Onaco 

Sidanco 

Sibneft 

Transneft 

Yukos 

Liberal Democratic Party 
(Zhirinovsky) 

Peace & Unity Party (Mrs. Saii) 

Russian Committee for 

Solidarity with Iraq (Mr. 
Rudasiev) 

Russian Society for solidarity 
with Iraq (Juravilion) 

Rosneftgasexport (Mr. 

Akababov) 

Ural Invest 

Zerich Moscow - Science 
Academy 

Raomes (Son of the former 
ambassador in Baghdad) 

Zarubezhneft (Ghopkin 
University) 

Nordwest Group 

Zarubezhneftgas (Gasprom) 
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Country / Company 

Soyuzneftgas (Mr. Shafrank) 

Mr. Nikolai Raikov 

Stroyneftgas 

Ukhtaneft 

The Chechen Administration 

Adel Al-Jiiawi / EVM Aviation 

Khrizolit 

Transnafta 

Head of the Russian 

Presidential Council (Mr. 
Voloshin) 

Russian Orthodox Church 

Russian Democratic National 
Party 

Rusneft (Gotzariev) 

Rosneftimpex 

Total 
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Crude Oil Allocations during Phase (9) of the Memorandum of Understanding* 


- Total quantities lifted reached about (354) million barrels 

- Estimated profit margin of this phase is $0.85 per barrel 

*Due to the special nature of this phase as the former regime imposed commission on the 
contractors (surcharge amount), and since many companies refused to pay said surcharge, 
therefore, instructions were given to contract with any company willing to pay the 
surcharge. 


No. 

Contract No. 

Contractual Company 

Quantity Lifted 

25 

M/09/25 

The Russian Presidential Council 

- Rosnefteimpex - Russia 

11.428 






PSmaffRgt^^RPC)-FN84 
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STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/09/ 25 
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SECTION ONE 
SPECIFIC PROVISIONS 
F.O.B. CRUDE OIL SALES CONTRACT 
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Contract between State Oil Marketing Organization (SOMO) 
(hereinafter called SELLER) of the one part and JSC “ROSNEFTEiMPEX” 
NK ROSNEFT RUSSIA, MOSCOW (hereinafter called BUYER) of the 
other part. 

Whereby it is agreed as follows 


SECTION ONE 

Wherever the General Provisions of Section Two, attached and 
herein incorporated in this Contract, are at variance or in conflict with this 
Section One, the provisions of Section One shall govern. 

ARTICLE ONE 


DEFINITIONS 

As used in this Contract, unless otherwise provided, the following 
words and terms shall have the following meanings > 


Barrel 

Day 



Barrel per 
Day (B/d) 

FOB. 


means forty-two (42) U.S. Gallons at sixty degrees 
(60' ) Fahrenheit and at normal atmospheric pressure. 

means a period of twenty-four (24) running hours 
Commencing at 00.01 hours local time at the port 
of loading, 

means the average number of barrels of crude oil 
supplied during a calendar day as defined above. 

means “Free on Board” as referred to in the ICC 
Incoterms 1990. 


Dollar ($) The currency of the United States of America. 

Euro The currency of the European Union 


Month 

Quarter 


means Gregorian Calendar month commencing 
at 00.01 hours local time at the port of loading 
on first day of the month. 

means a period of three (3) consecutive months 
Begimting on a January or a 1“ April or a 1 “ 
July or a October. 
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Year 

Api Gravity 


SCR 986 

SCR nil 

SCR 1143 

SCR 1153 

SCR 1210 

SCR 1242 
SCR 1281 
SCR 1302 
SCR 1330 
661 Committee 

Procedures 

Overseers 



Inspectors 


means a Giegorian Calendar Year. 

means scale adopted by the American 
Petroleum Institute for expressing the specific 
Gravity of crude oil. 

means Security Council resolution 986 (1995) 
of 14 April 1995. 

means Security Council resolution 1111 (1997) 
of 4 June 1997. 

means Security Council resolution 1143 (1997) 
of 4 December 1997. 

means Security Council resolution 1153 (1998) 
of 20 February 1 998. 

means Security Council resolution 1210 (1998) 
of 24 November 1998. 

means Security Council resolution 1242 (1999) 
of 21 May 1999. 

means Security Council resolution 1281 (1999) 
Of 10 December 1999. 

means Security Council resolution 1302 (2000) 
of 8 June 2000. 

means Security Council resolution 1330 (2000) 
Of 5 December 2000. 
means the Security Council Committee 
established by Security Council Resolution 661 
(1990). 

means the procedures to be employed by the 
661 Committee (United Nations document 
S/ 1996/636, dated 8 August 1996). 
means the independent experts in international 
Oil trade appointed by the Secretary-General of 
The United Nations pursuant to SCR 986 and 
the procedures. 

means the independent oil inspection agents 
Appointed by the Secretary-General pursuant 
to SCR 986. 
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ARTICLE TWO 

PERIOD : 


1 . Subject to Article Eight below, this Contract shall become effective 
on the 17™ day of January , 2001, and shall continue thereafter 
until the 28"’ of February 2001, unless renewed by mutual 
agreement. 

2. The ultimate consumer of the crude oil sold under this Contract 
shall be Refineries in Europe and/or U.S.A. 

Any change in the destination is subject to the prior approval of 
Seller. 




1. SELLER undertakes to sell and deliver FOB and BUYER 
undertakes to purchase, receive and pay for the following:- 

Tvoe of Crude Quantity Port of Loading 


KIRKUK 2,000,000 BBLS CE'raAN 

BASRAH LIGHT 4,000.000 BBLS ALBAKR 


2. The quality of the crude oil shall he the standard export quality 
available at the port of loading from time to time. 

3. Quantities shall represent contracted quantities or number of 
barrels per day contracted multiplied by the number of days of 
the relevant period stipulated in sub Article 2. 1 

4. Quantities shall be lifted as evenly as possible over the course 
of such delivery period in lots of approximate barrels and as 
will be agreed between BUYER and SELLER. 

5. Quantities lifted under allowed operational vessel slippage shall 
be deemed as part of the contracted quantities of the period. 
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6. In case when SELLER, for reasons technical or otherwise that 
are beyond his control, is unable to meet his full contractual 
commitments, SELLER shall have the right to reduce the 
contracted quantities for the duration of the period when such 
circumstances shall prevail, SELLER shall advise BUYER as 
soon as possible before the beginning of any period during 
which supplies to all buyers are to be reduced. 

7, In no event shall any loading start beyond the 3''^ of June, 
2001, unless the Security Council has authorized sales beyond 
that date. 

r 
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ARTICLE FOUR 

PRICK: 

1 . The price(s) of the crude oil to be delivered under this contract 

shall be as follows:- 


PORT OF LOADING 


KIRKUK 36.00 CEYHAN 

BASRAH LIGHT 34.00 ALBAKR 


Price Mechanism in EURO per Barrel FOB 


Price shall be the standard SOMO price as agreed upon between 
SOMO and the United Nations from time to time. 

r 
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ARTICLE FIVE 


REOPENKR: 


Each party shall have the right not later the 15'*' day of any month 
to request a review of the pricing mechanism of this Contract. 

If following a request for a review, the patties are unable to agree 
within a period of ten ( 1 0) days from the date upon which such request 
was made, either party may elect to terminate this Contract by serving 
written notice of phase-out to the other party and termination shall be 
effective at the end of the month following the month during which the 
notice of termination has been received. 

But if the parties are able to agree within the above mentioned ten 
(10) days period, any agreed upon adjustment to the pricing mechanism 
shall be subject to the approval of the 661 Committee. 

However, of such approval has not been granted by the 661 
Committee, this Contract shall be considered as terminated as of the end 
of the month following the month during which the above mentioned ten 
(10) days period ends unless the parties agree otherwise. 

In case of Contract termination under any of the above mentioned 
events, this Contract shall remain in full force and effect at the pricing 
mechanism applicable in accordance with this Contract terms and 
conditions up to the effective date of termination and such termination 
shall not affect the parties’ rights and obligations therefrom, unless the 
parties agree otherwise during the period prior to the effective date of 
termination. 

r 
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ARTICLE SEC 


PAYMENT: 


1 . BUYER shall establish in respect of each shipment lifted imder this 
Contract an irrevocable documentary letter of credit issued by a 
bank acceptable to Banque Nationale de Paris, S.A. (“BNP”)for 
confirmation, in the form set out in Appendix I hereof. 

In all cases, the Letter of Credit shall be established, confirmed and 
accepted at least seven (7) days prior to loading date. 

2. BUYER irrevocably undertakes that payment for each cargo of 
crude oil lifted shall be made out of the proceeds of the confirmed 
Letter of Credit directly to United Nations Iraq Account Euro sub 
account account number 0200-201752-002-05 established by the 
Secretary-General of the United Nations, pursuant to paragraph 7 
of SCR 986, at BNP (New York Branch) (hereinafter "United 
Nations Iraq Account Euro sub Account”), upon presentation to 
BNP of the documents required by the Letter of Credit, including 
but not limited to the Commercial Invoice and the Bill of Lading. 

3. All charges within Iraq are for SELLER, whereas all charges 
outside Iraq are to be borne by BUYER. 

4. Unless otherwise provided herein, payment shall be made not later 
than thirty (30) days from B/L date, in same date funds. 

If payment falls due on a Saturday or Bank holiday other than 
Monday in the place where payment is to be made then payment 
shall be made on the last preceding banking day. If payment falls 
due on a Sunday or a Monday Bank holiday in the place where 
payment is to be made then payment shall be made on the next 
succeeding banking day. 


7 
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ARTICLE SEVEN 

SOMO STANDARP DOCUMENTATION: 

9 (3 orig. & 6 copies) 

4 
4 
4 
4 
4 
4 

Two sets of documents are handed to Master, one being for 
consignee. SELLER shall advise BUYER by telex or cable within 
forty eight (48) hours following each loading with the following 
details:- 

(a) Vessel’s Name . 

(b) Loading Port . 

(c) Commenced loading Date. 

(d) Completed Loading Date. 

(e) Sailing Date . 

(f) Oro.ss and net quantities in metric tons, long tons and 
U.S. barrels. 

(g) API Gravity. 

ARTICLE EIGHT 
APPROVAL OF CONTRACT : 

This Contract is subject to the approval of the Overseers on 
behalf of the 661 Committee. Such approval shall be obtained in 
accordance with the Procedures, utilizing the form set out in 
Appendix 11 hereof. 


Bill of Lading 
Certificate of Origin 
Certificate of Quality and Quantity 
Loading Time Sheet 
Ullage Report 

Master’s Receipt for Samples 
Distribution of Documents 



ARTICLE NINE 
SPECIAL CONDITIONS ; 


1 . Loading of any shipment of crude oil shall be subject to the 
authorization of the Inspectors at the port of loading. The 
Inspectors shall also have the authority to stop the loading if 
they determine that there is any evidence of irregularity. 
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2. Notwithstanding Sub Article 4-3 of Section Two of this 
Contract, the accepted date of arrival of the vessel at the loading 
ports shall be fixed on a one (1) day range. All related Articles 
of Section Two of the Contract will read to that effect and 
conformity. 


3. Notwithstanding Sub Article (6-5) of Section Two of this 
Contract SELLER shall be allowed as laytime at A1 Bale 
Terminal as follows 

Laytime fhrsl Vessel DWT fMTi 


36 Up to 129 999 

54 130 000-199 999 

65 Over 200 000 


All related Articles of Section Two of the Contract will 
read to that effect and conformity. 

4. In addition to the events specified in Sub Article 6-6 of Section 
Two, any time consumed due to the Inspectors prohibiting 
loading shall not count as used laytime. 

5. This Contract shall terminate forthwith in the event that the 
Security Council terminates the authorization to import 
petroleum or petroleum products originating in Iraq. 

6. Assigiunent of the rights or obligations of the SELLER or 
BUYER shall be subject to the approval of the 661 Committee. 

7. Any claims from BUYER under Sub Article 1-3 or Article 
Seven of Section Two. and any analyses carried out under Sub 
Articles 1-5 and 1-6 of Section Two, shall copied to the 
Overseers. Payments or other awards under Article Thirteen of 
Section Two, in respect of claims under Articles one and Seven 
of Section Two are subject to the approval of the 661 
Committee. Any sum to be paid by BUYER in settlement of a 
dispute under Article Thirteen of Section Two relating to the 
proceeds of the sale of crude oil under this Contract shall be 
paid by BUYER directly to the United Nations Iraq Account, 
Euro sub account. 


9 



ZT 39Wcl 


9ZEe6tZ-560-i+ 


st.:8i iBaz/ax/iB 



614 


8. Payments to SELLER under SUB Article 5-5 and Sub Article 6-7 of 
Section Two, and any other Payments or awards under Article Thirteen of 
Section Two, are subject to the approval of the 661 Committee. 

9, This Contract shall be subject to SCR 986, SCR 1 1 1 1, SCR 1 143 SCR 

1153, SCR 1210, SCR 1242. SCR 1281, SCR 1302. SCR 1330, the 
Procedures and the Memorandum of Understanding between the 
Secietariat of the United nations and the Government of Iraq on the 
implementation of SCR 986 (United Nations document S/1996/356, dated 
20 May 1996). 

ARTICLE TEN 

APBRESSES! 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications r^uired above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses below:- 


FOR SELLER: 

STATE OIL MARKETING ORGANIZATION 
P.O.BOX 5118 
BAGHDAD ~ IRAQ 

TELEX : 212198-212199 SOMO DC 

TELEPHONE: 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX : 964-1-8853925 


JSC "ROSNEFTEIMPEX” NK ROSNEFT 
38, OBRAZTSOVA STR. MOSCOW 127018, RUSSIA 
PHONE; (7095), 289 14 96 - 289 24 63.219 26 01 
FAX: (7095)979 6071 
TELEX: 612378 RENK 

MOBILE PHONES : 007095 -1047900 - 7607652 


FORQVEKSEEKS 

UNITED NATIONS, NEW YORK. U.S.A. 
FAX : 212-963- 1628 


All other terms £uid conditions as per (Section Two) General conditions of 
F.O.B- crude oil sales contract No. M/08/8S Dated 4/7/2000 and attached appendices 
1 & 2 . 

This Contract has been done and signed on the 17^ day of January, 


2001. 



FOR SELLER FOR BUYER 


SADDAM Z. HASSAN SERGEY ISSAKOV 

EXECUTIVE DIRECTOR GENERAL ADVISER TO GENERAL DIRECTOR 

DIRECTOR 


SOMO 
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In the Name of God, Most Gracious, Most Merciful 


To; The Financial Department No.: KHl 

From: Crude Oil First Marketing Department Date: Safar 1422 Hijri 

Equivalent to: 05/14/2001 

RE: Addendum no. (3) of Contract M/09/25 with Rosnefteimpex Russian Company 

In addition to our memorandum dated 04/19/2001, we have amended the quantity of the 
above-mentioned contract on 05/08/2001 as follows: 

1- Quantity & Quality: the contractual quantity has been changed from (1 1,350) 
million barrels to (16,35) million barrels divided as follows; 

(8.0) million barrels of Kirkuk crude oil FOB Ceyhan terminal 
(8.35) million barrels of Basrah light crude oil FOB Al-Bakr terminal 

2- Validity of Contract; until 06/30/2001 instead of 05/15/2001 
Other terms of contract remain unchanged. 


Please be informed and act accordingly. 



Abd-al-Jalil Said Hammadi Saddam Zeben Hassan 

Head of Crude Oil First Marketing Department Executive Director 

Cc; 

Shipping & quantities department - in addition to our memorandum dated 04/22/2001 for 
the same aforesaid purpose. 


Permanent Subcommittee on InvestipaUnm 

PSI&taffRgt^RPC^^JP^^ 
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UNITED NATIONS 



NATIONS UNIES 


SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/2001/OIL/1330/OC.17 18 January 2001 


TO: “ROSNEFTEIMPEX” NK ROSNEFT 
RUSSIAN FEDERATION 


FAX NO.: 01 1-7095-979-6071 

V 

FAX NO.: (212)963-1628 

ATTENTION: Mr. Sergey ISSAKOV 

REF.: OIL-FOR-FOOD ARRANGEMENT 

1 TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 


Ee: 


Contract Number: M/09/25 UN REF: S/AC.25/2001/OIL/1330/COMM.25 

Between: SOMO and “ROSNEFTEIMPEX” NK ROSNEFT 


Date of Receipt: 

Quantity: 

Quality: 

Pricing Formula: 
Port of Loading: 
Quantity: 
Quality: 

Pricing Formula: 
Port of Loading: 


18 January 2001 

2.000. 000 bbls 
Kirkuk 

Europe and/or U.S.A Market 
Ceyhan 

4.000. 000 bbls 
Basrah Light 
Europe and/or U.S.A 
Mina al-Bakr 


FURTHER TO YOUR ABOVE REFERENCED APPLICATION FOR APPROVAL 
OF THE OIL CONTRACT, PLEASE BE ADVISED THAT THE APPLICATION 
HAS BEEN: 




B APPROVED 


cc: 

SOMO 

BNP 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 


Permanent Subcommittee on InveslieatiQiis 

PSIS^ffRgti^RPC^JFN^ 
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04-23-2001 05a3<=lM FRi 

04 / 23/2001 13:15 + 7 - 035 - 94 1 -0035 


TC 


VPS^ TH 


7132248101 P.01 

PAGE 01 


38, ObrezUova str., Mocww 127018, Russia 
Phone: (7085). 288 14 S6. 289 24 63. 219 26 01 
Fax: (7095)97960 71 
Telex: 6123T8 RENK 
E-maif; recmeOonllne.ru 


Fax 


[rosnefteimpex 


To: 

Fax; 

Bayou 

1713-7818377 

rrom; 

Pages: 

1 

Re: 

Shipment of Basrah Light crude in 
April-May-Jun«, 

M/t«8tavroa» Bit 3.04.01. 

Kit «MarIner» Layean May 14'" 
and about 2.000 000 bbla loading 

In June(Sub]ect agreement of 
SOMOV 

Date; 

20.04.2001 

Att: 

Mr. David Chalmef. President 

No.: 

66104 NB 


Dear Sire, 

Taking Into account the relationships between our companies and also the 
fact that your company is one of the important Suppliers of crude oil to US 
and European Consumers, we would like to continue our collaboration. 
Subject agreement with Supplier we propose to you above quantities and 
any other quantities within this period. 

We consider that after last decision of OPEC to cut crude oil output, crude 
oil market improved and we have Intention to cooperate vrith your company 
for promotion purposes of Iraqi oil to the market. 

Having in mind the above we would like to receive higher trading benefit 
after selling of crude oil on the market at the level not less than USD 0.35 
per each barrel. 

In case of your agreement we are ready to conclude respective deal with 
your company. 

We expect your answer. 

Best regards. 



Permanent Subcommittee on Investigations I 

PSIStaffRgt^^RPC];^;^^^ SNT 020928 

SNT 020928 




619 






620 


RUSNAFTIMPEX (BVI) LIMITED 

C/0 Jardine House, 1 Wesley St. Heller, Jersey, JE4 8HD Channel Islands, UK 


INVOICE No 07/25/04 dated 25.04. 2001. 

Contract dated July 11, 2000, addendum No2 dated 18 January 2001 


To: Bayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Baghamas 

Steamer: m/t "Stavros G.L.". B/L 03.04.2001 exAI Bakr 
Discriotion: Basrah Light crude oil 
250.000 net bbis 
Premium: USD 0,35 per net bbIs 
Amount: USD 87.500 
+ 3.000 
90.500 

The above amount should be paid upon receipt of this invoice to: 

Beneficiary: Haverhill Trading Limited 

Address of beneficiary: 12 Promitheus str., Nicosia, Cyprus. 

Account No : 140 - 07 - 075660 - 01 

Bank: Hellenic Bank LTD, 92, Dhigenis Akritas Ave., PO Box 4529, 1300 
Nicosia, Cyprus. 

Correspondent Bank : The Chase Manhattan Bank NA. 

Address of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 
10081, USA. 

Swift Code: HEBA CY 2N 


Alexei Milovanov 
Director 

Moscow Office Representative 



Permanent Subcommittee on Investigatiops 
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BAYOIL 

TO: BNP PARIBAS (SUISSE) SA, GENEVA 

ATTN: ANTHONY GUERNE 

FAX: 4122-738-0150 

FROM: BAYOIL SUPPLY & TRADING LIMITED 

DATE: MAY 2, 2001 

RE: WIRE TRANSFER REQUEST 


DEAR ANTHONY: 

PLEASE WIRE FOLLOWING FUNDS VALUE MAY 2, 2001 FROM OUR BAYOIL 
ACCOUNT: 

AMOUNT: US$90,500.00 

CREDIT: HAVERHILL TRADING LIMITED 

ACCOUNT NO: 1 40-07-075660-01 

BANK HELLENIC BANK LTD 

92, DHIGENIS AKRITAS AVE., 

P.O. BOX 4529 

1300 NICOSIA, CYPRUS 

CORRESPONDENT; THE CHASE MANHATTAN BANK NA 
1 CHASE MANHATTAN PLAZA 
NEW YORK, NY 10081 
SWIFT; HEBA CY 2N 

THANK YOU FOR YOUR ASSISTANCE. 

REGARDS, 

ClClJ. 

DAVID B. CHALMERS, JR. 0 

FOR AND ON BEHALF OF 

BAYOIL SUPPLY & TRADING LIMITED 


SAVOd sumv & TRADING UMITED PO. BOX C8129I8 NASSAif, BAHAMAS 242 362 473! TAX: 242 362 4733 TiX: 20644 


Permanent Subcommittee on Investigations 
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to:42 AM BayoH Supply & Trading, Ltd. 

mnm* Transaction Detail By Account 

AecnMi Janu«Y 19SS through Decom b er 2003 


Typ» 

Date 

thim 

Name 

Memo 

Ctaca 

Spin 

Amount 

Balanee 

GrOMSaiM 









Sa)M*OI! Pro^t* 








D^x»n 

5/^/2001 

REV 

VALERO MAW<... 

STARVOSGL-2 

V.S0147 

^P Park».. 

10,643.1tH.56 

10,643,102.66 

D^)osit 

5/25^1 

REV 

PORT ARTHUR... 

ST/UtVOSQL-a 

V-50147 

BNP Panfaa. 

12.41M88'ra 

23.059.591.26 

0^)0$it 

5/2S/2001 

REV 

TOEMCOR 

STARVOSQL-2 

V-50147 

BNPPa«>a.. 

7.764.225.93 

30,823.817 % 

D^MSlt 

5^0«»1 

REV 

VALEF^MArat... 

STAFIVOSG4.-2 

V-60147 

BNP Panba... 

11.4%,081 90 

42,243.899.15 

General Joianat 

5/31/2001 

Jo-Ck-12 

VALERO MAfW... 

STANfftOS G.L -2 

V-S0147 

Receivable- .. 

31,75983 

42.275.658.98 

Depo^ 

7/S3/2C01 

REV 

AtonUSA 

S.^2 

V-50147 

BNP Panba... 

1,576,687.28 

43352246.24 

Gmral Jounal 

7/31/2001 

Je-Ck-11 

Reverse Accrual 

Slavnrs 

V-S0147 

Sales -CHIP.. 

-1,51^.587.26 

422%.65a.98 

Total Sales • Oil Products 






42,275.658.98 

42275,656.98 

Total Gross Sales 







42,275,%8.9a 

^375,658.% 

CostofSaies 









BfolterComm 

Check 

7/27/2001 

131^ 

SYNTCXENERQY 

D6F63ni/Stavr... 

V-50147 

Cash -Wen... 

'250.00 

-250.00 

Check 

7/27/KlOI 

133S 

SVTITEX^ERGY 

D6F694U/SUvr... 

V-50U7 

Cash -Wen.. 

-250.00 

■500.00 

Check 

7/27/2001 

1335 

SYKrE)CNERQY 

06F696U/Starv. 

V-S0147 

Cash • WeH.. 

-250.00 

•75000 

Check 

7/27/2001 

133S 

SYNTaO^ERQY 

06F69^tayf... 

V-50147 

Cash -Wen... 

-250.00 

-1,000.00 

0«eck 

7/27/2001 

13% 

SWTEXENERGY 

D«%97U/Stavr... 

V-S0t47 

Cash - Well . 

•260.00 

-1.250.00 

Check 

7«7/2001 

1335 

SYNTEXENERGY 

06F721U/Stavr. 

V-50147 

Cash-Wett 

-250.00 

-1,60000 

Check 

7/27/2001 

1335 

SYNTEXENERQV 

D6F722U/Stavf... 

V-60147 

Cash 'Welt... 

-25000 

-1,750.00 

Check 

7/27/2001 

133S 

SYNTEXENERGY 

06F723U/Stavr... 

V-50147 

Cash -WeH... 

•25000 

-a.ooaoo 

Owdt 

7/27/2001 

1335 

SYNTEXENERGY 

D6F724U/Stavr... 

V-50147 

Cash- Wet. 

•250.00 

-2.250.00 

Qwck 

8/26/2001 

1349 

SYNTEXENERGY 

StavfosOL-2 

V-Sai47 

Cash -Wen.. 

^,%0.00 

-7.600.00 

OnKk 

8A31/2001 

1347 

ECHO ENERGY 

July/Stavn»QL-2 

V-60147 

Cash -Well... 

-5,00000 

-13,600.00 

Total BnAer Comm 






•13,500.00 

-13,800.00 

Secondary Chgs. 
General >kMiTsal 

5/31«001 

Je^-12 

Accrual 

STAVROS aL-2 

V-S0147 

Receivabie-... 

%,742.96 

86,742.96 

Total Secondary Chgs. 






56,742.96 

86,742.96 

Exchange {^rtAoea 

Check S/2/2001 

WT 

UNITED NATIONS 

STARVOSGL-2 

V.50147 

BNP Paj«»a... 

-30,148.44 

-30,148.44 

Total Exchange gain/loss 






•30.14844 

-30.148.44 

Crude Purchaaee 
Owck 

4AM/2001 

PYMNT 

SLAVENFTOa. .. 

STARVOSGL-2 

V-S0147 

BNP Paraia... 

•16733.44 

•167.383.44 

Check 

4/24/2001 

PYMNT 

FANSTEAOTRA.. 

STARVOSGL-2 

V-60U7 

BNP Panba... 

-480.304.46 

-627.687.90 

Check 

S/2/2001 

WT 

tPJJTEO NATIONS 

STARVOSOL-2 

V.50147 

BNP Panba .. 

-42,566,490.69 

-43.194.178 89 

Check 

S/2^1 

PYMNT 

HAVERHllTR... 

STAVROSGL-2 

V-50U7 

BNP Panba .. 

-90,600.00 

•43384,5^.59 

General Jownat 

5,^1/2001 

Je^-12 

Accrual 

STAVROS aL-2 

V-60147 

ReceNable-.„ 

9.788,066^3 

•33.496,511.76 

General Journal 

&GG2001 

Je-0(-21a 

Accrual 

StavmsOl 2 

V-S0147 

Receivable-... 

1,409.867.16 

-32,068,744.60 

General Journal 

12/31/2001 

Je-Ck-81 

Reverse Accrud 

Stance QI-2 

v-sour 

Hedge Gain .. 

•1.409.867.16 

•33.498.611.78 

ToW Crude Purchases 






-33.498.611.76 

•S,49e,61176 

irdereat 

Che^ 

4/1<y2001 

LOAN 

FIXED TERM AO... 

STARVOSGL 

V-60147 

BNP Panba . 

-1,592.80 

•1,592,50 

Check 

4/24/2001 

LOAN 

FIXED TERM M>... 

STARV(W<X-2 

V-60U7 

BNP Partba... 

•2.562.08 

4.144.S8 

Check 

4/24/2001 

LOAN 

FDCOTERMAD 

STARVOSGt-2 

V-50147 

BNPParlba 

•1,54514 

-5,669.72 

Che<A 

4/30/2001 

LOAN 

FW®0TEflMA0... 

STARVOSa.-2 

V-60147 

BNP Parte... 

-5.750.00 

>11.439.72 

Check 

B/1/2001 

LOAN 

FIXED TEFtM AO... 

STAFlVOSQL-2 

V-60147 

BNP Parte... 

-5.750.00 

•17.189.72 

Chedt 

S/1/2001 

LOAN 

FIXED TERM AO... 

STARVOSGL-2 

V-S0147 

BNP Pate... 

-1.896.83 

-19,085.55 

Check 

5/102001 

LOAN 

FIXED TERM AO... 

STAVROSGL-2 

V.S0147 

BNP Patk^B. 

-40835 

•1M93.90 

Owck 

S/10/2001 

LOAN 

FIXED TERM AO... 

STARV05(^-2 

V-S0147 

BNP Pate.. 

•5,910 94 

-25,404.84 

Omk 

6/18/2001 

LOAN 

FIXED TEFW AO... 

STARVOSGL-2 

V-60147 

BNP Pate... 

•106,425 00 

-131,829.84 

Owck 

5/18^1 

LOAN 

FIXED TERM AO... 

STARVOS(:^-2 

V-50147 

BNP Pate... 

•3,016.67 

•134,646 51 

OVK^ 

6/18«!01 

LOAN 

FlXEOTEflMAO- 

STAVROSGL-2 

V-50147 

BNP Pate. . 

-1,230.10 

-136,076 61 

Chedt 

S/21/2001 

LOAN 

n)$DTERMAO... 

STARVOSGt-2 

V-50147 

BNP Parte... 

•19.443.05 

•155,619.66 

Check 

S/29/2001 

LOAN 

FIXED TERM AD.. 

STARVCSGL-2 

V-50147 

BNP Parte... 

•52.592.33 

•208.111.99 

Ched( 

5/30/2001 

LOAN 

RXED TERM AD... 

STAHVOSQL-2 

V-60147 

BNP Parte. . 

•2.236.67 

•210,348.^ 

Ched( 

6/8/2001 

LOM4 

FIXED TERM AD... 

STAVROSGL-2 

V.50147 

BNP Pate 

-5,400.47 

-215.749 13 

Check 

6/11/2001 

LOAN 

FIXED TERM AO... 

STAVROSGL-2 

V-50147 

BNP Pate... 

•1.77Z40 

-217.521.53 

Totd Interest 







-217,521 53 

-217,521.53 
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10:43 AW Bayoil Supply & Trading, Ltd. 

mnvM Transaction Detail By Account 

AecnwtBisw January 199S through Dec^bef 2003 


TVP* 

Date 

Num 

Name 

Memo 

Ctaee 

Spin 

Ameunt 

Bakmce 

inapacttoR 

Chock 

6/13«)01 

PYwrr 

Ofi-INSPECTiO... 

STAVF»SQL-2 

V-50147 

BNP Partoa... 

-11,4^.61 

-11.435.61 

QonaralJoumal 

7«1/2001 

Je-Ck-20 

/LccrusI 

StavroS'2 

V-50147 

Estimated C. . 

-27.819-20 

-39454.81 

Chock 

8/31i2001 

INSP 

01 WSPECTK) 

STAVRC^QL-Z 

V-50147 

BNPParitja.. 

-15.^00 

-64,947.81 

Check 

8/11/2001 

WSP 

INSPECTORAT... 

STAVROSa-2 

V-50147 

BNP Panba... 

-1.572.48 

•56,520.29 

Check 


INSP 

1NSPECTORAT... 

STAVROSGL-2 

V-50147 

BNP Panba. . 

-3.940 94 

-60,461.23 

{^tock 

8/11/2001 

INSP 

INSPECTC»AT.„ 

STAVnOSGL'2 

V-60147 

BNP Pariba 

■2.357 39 

-62,818.62 

Oieck 

9/11/2001 

iNSP 

INSPECTORAT.. 

STAVROSQL-2 

V-60147 

BNP Panba... 

-905 10 

•63,723.72 

Check 

9/11/2001 

WSP 

INSPECTORAT- 

STAVROS(a.-2 

V-50147 

BNP Parasa... 

•157.72 

•63,881.44 

Check 

9/11/2001 

k4SP 

WSPKrrORAT.„ 

STAVROSGL>2 

V-S0147 

BNP Pariba... 

-1,960.78 

-65.^.22 

Check 

9/11/2001 

INSP 

INSPECTORAT. . 

STAVROSQL-2 

V.S0147 

BNP Pariba... 

-1.300.37 

-67,162.59 

Check 

9/11/2001 

INSP 

INSPECTORAT... 

STAVROSGL-2 

V-60147 

BNP Pariba . 

•1.279.60 

•68,442.19 

Check 

9/11/2001 

INSP 

INSPECTORAT- 

STAVROSGL-2 

V-50147 

BNP Pariba 

-1,061,20 

-69.50349 

General Journal 

Total kispeciion 

9/30/2001 

Je-Ck-31 

Reverse Accrual 

Stavio9^-2 

V-50147 

Estimated C... 

27.819.20 

-41,684 19 

-41,684 19 

-41,684.19 

Ineuranee 

Check 

6/3/2001 

PYMNT 

CRAIG FERGUS... 

STARVOSQL-2 

V-50147 

BNP Parto... 

-26,229.66 

-26,229.66 

Che^ 

Total insurance 

8«/2001 

k4S 

CRAIG FERGUS... 

STAVROSOL-2 

V-50147 

BNP Pariba... 

-1.400.53 

-27,630.19 

-27,630.19 

•27,630.19 

L/C Chargee 

Oiecfc 

3/26/^1 

la; 

L/C CHARGES 

STARVOSGL-2 

V-S0147 

Bangue Pan- 

•79,670.00 

-79,670.00 

Owck 

3/29AS001 

LC 

CLARK REFmiNO 

STAVFiOGL-2 

V-50147 

Cash In Ban... 

-45,79231 

•12S.46241 

a»ck 

Total L/C Oiarges 

4/302001 

la: 

L/C CHARGES 

STARV<%OL-2 

V-S0147 

BNP Pariba... 

•6.339 35 

-130.801.66 

-130,801.66 

-130,801 66 

Frei^t 

Check 

4/2/2001 

PYMNT 

SOUTH CARCE... 

STARVOSGL 

V.50147 

BNP Panba... 

-1.170,000i» 

•1.170,000.00 

Oteek 

5/7/2001 

PW4NT 

FAL ENERGY C- 

STARVOSGL-2 

V.S0147 

BNP Pariba. . 

•1.322.197.00 

•2,492.197.00 

Check 

6/11/2001 

PYMNT 

SOUTH CARtBE.. 

STARVOSGL-2 

V-60147 

BNP Panba... 

-1.2Ce.3S6.00 

•3.^453.00 

Check 

6/21/2001 

PYMNT 

SOUTH CAFUBE .. 

STAVROSQL-2 

V.60U7 

BNP Pariba. 

•1.074.93S38 

-4,772.468.38 

Check 

7/Sy2001 

RIGHT 

THE KANOO GR... 

$TAVROSGL2 

V-50147 

BNP Pariba... 

-601J6 

-4,772.869.94 

Check 

Total 

W2a/2001 

WSP 

06C SHPPING - 

STAVROS-2 

V-50147 

BNP Pariba. . 

•6.745.85 

•4,778.735 79 

•4.778,7^.79 

-4,779.736.79 

DwRuirage 

General Joum^ 

&x/3ao\ 

Je-Ck-21a 

Aecnial 

StavfOs6i2 

V-50147 

ReceivaWe-.. 

-26,660.00 

•26.^.00 

Oerwrai Jo««nti 

Tc^Oemunage 

12/31/2001 

j6-Ck-64 

AccruaJ 

Stav(0£QI'2 

V.50147 

EWimatadC. 

26,650.00 

0.00 

0.00 

0.00 

nnance Chargee 

Cheek 

3/30/2001 

LC 

PREMCOR 

STAVROGL.2 

V«147 

Cash m Baa.. 

•65.00 

-85.00 

Check 

4/2/2001 

PYMNT 

SOUTH CARI6E... 

STARVOSGL 

V-60147 

BNP Panba... 

-19.92 

-104 92 

Chedt 

4/24/2001 

PYMNT 

SLAVENFTOIL 

STARVOSGL.2 

V-60147 

BNP Panba . 

•2043 

•128.25 

Check 

4/24/2001 

PYMNT 

FANSTEAOTRA... 

8TARVOSOL-2 

V.60147 

BNP Panba .. 

•20.33 

■14658 

Cheek 

4^/27/2001 

WT 

BANK CHARGES 

STARVO$QL-2 

V-50147 

BNP Parte 

•30 36 

■176.93 

Check 

S/2/2001 

WT 

UNITED NATIONS 

STARVOSGL-2 

V-60U7 

BNP Parka... 

•34460.11 

•344S6.04 

Check 

6/2/2001 

PYMNT 

HAVERHILL TR.. 

STAVnOSGL-2 

V-60147 

BNP Panba... 

-20.03 

-34,276.07 

C^k 

6/7/200 1 

PYP4NT 

FAL ENERGY C... 

STARVOSGL-2 

V-50147 

BNP Panba... 

-20 03 

-34,296 10 

Cheek 

6/11/2001 

PYMNT 

SOUTH CARtBE... 

8TARVC»GL-2 

V.60147 

BNP Panba... 

•19.64 

-34.31594 

Check 

S/22/2001 

BC 

PREMOOR 

STARVOSa.-2 

V-60147 

BNP Pariba... 

•686.00 

-34,900.94 

Check 

S/2S/2001 

BC 

V/OERO MARK- 

STARVOSQL-2 

V-60147 

BNP Panba. 

-500.00 

•35.400 94 

Oafosit 

e/2S<r2001 

REV 

PORT ARTHUR „ 

$TARVOSQL-2 

V-60147 

BNP Panbe... 

-85.00 

•35.485.94 

Deposit 

S/2S/2001 

REV 

PREMCOR 

STARVOSGL-2 

V-60147 

BNP Partia... 

■65 00 

■^4^.94 

Check 

S/2S/20D1 

BC 

PORT ARTHUR . 

STARVOSGL-2 

V-S0147 

BNPPartia. 

•60000 

-36,070.94 

Deposit 

6 «aC !001 

REV 

VALERO MARK 

STARVOSOL-2 

V-50147 

BNP Panba... 

-65.00 

•36,1^94 

Deposit 

6/11/2001 

FIEV 

PORT ARTHUR - 

STAVROSQL-2 

V-S0147 

BNP Pariba... 

-85.00 

•3644094 

Depo^ 

6/18/2001 

REV 

PORT ARTHUR . 

STARVOSGL-2 

V-60147 

WP Parta... 

-86.00 

-36425.94 

Check 

6S1/2001 

PYWfT 

SOUTH CAHIBE . 

STAVROSGL-2 

V-50147 

BNPPartia . 

-1941 

-36445.45 

C^wck 

7/20/2001 

FfKWT 

THE KANOO OR . 

STAVROSC6.-2 

V-50147 

BNP Panba 

-2006 

-36465.51 

Owek 

9/11/2001 

INSP 

WSPECTORAT- 

STAVROSQL^ 

V-S0147 

BNP Pariba. . 

•20.54 

'38,386.<e 

Check 

5/24/2002 

FW 

ROSNEFT WPEX 

STAVROSGL-2 

V.50147 

BNP Panba... 

-56.60 

-36.44265 

Check 

6/24/2002 

FiN 

PREMCOR 

STAVROSGL-2 

V.50147 

BNP Panba . 

-56.04 

-36.498.^ 

Chec* 6/24/ZQ02 

Total Finance Charges 
U{^)terktg Chargee 

FW 

PORT ARTHUR - 

STAVROSGL2 

V-50147 

BNP Pariba 

-56.04 

-36.554.73 

-36.M4.73 

-36,554.73 

General Journo S/31/2001 

Total Ughtering Charges 

Total Cost of StOes 
iank Service Charges 

Ja-Ck-12 

/Lccruat 

STAVROS O.L.-2 

V.50147 

Receivable-... 

-311,291.67 

-311,291.67 

-38,999,737.00 

•311491.67 

-311.291.67 

-38,999.737.00 

Check 6/2/2001 

Total Bar^t Service Cha^s 

WT 

UNITED NATIONS 

STARVOSGL-2 

V-S0U7 

WtPPaifca... 

-324.32 

•324.32 

•324.32 

-324.32 


Pag* 2 
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BayoH Supply & Trading, Ud. 
Transaction Detail By Account 

Jamiary 1995 through December 2003 


TVpa 

Date 

Ntsm 

Name 

Memo 

Cteae 

S|^ 

Amount 

BalMwe 

Cwnmlatiwta 
General Journal 
General Journal 
General Journal 
General Journal 

5/29^1 

8/29/2001 

6^9/2001 

5/29)2001 



STAVR0SGL2 

8TAVR05GL2 

8TAVROSQ12 

STAVROSG12 

V-50147 

V-S0147 

V-50147 

V-50147 

Hedge G^... 
Hed^Gatn . 
Hed^Gam... 
Her^Gain... 

•23,30000 

-0^.40 

-4,500.00 

•53100 

-23.300 00 
•24,:%9.40 
•a.789.40 
-29.300.40 

Total Cornmissiats 







-29,300.40 

-29.300.40 

Hedge Gain ^LOM) 
General Jcwmat 
General Jot^i 
General JoufTiai 
General Journal 

S/232001 

S/292001 

5/31/2001 

12/31/^1 

J6^-12 

Je-Ck-61 

Accrual 

ReveiseAccoiaf 

STAVROSGL2 

STAVnC^GL2 

STAVROSGL-2 

Siavro$GI-2 

V-60147 

V-60147 

V-50147 

V-50147 

-SPLIT- 
Hedge Gam 
Recety^)is-... 
■SFUT- 

-914,170.00 

-818.790.00 

302,^.05 

•302.765.06 

•914.1TO00 

•1,532,96000 

•1.230.194.95 

-1.532,960,00 


Total Hedge Gain /(Loss) 

-1,532.960.00 

•1.532,960.00 

TOTAL 

1,713437.26 

1,71343746 


Paged 
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ittM MU Bayoll Supply & Trading, Ltd. 

mncKM Transaction Detail By Account 

AccHMt Bwto January 1995 through Dacember 20(^ 


Type 

Date 

Hum 

Name 

Memo 

Claae 

Sfdit 

Amount 

Balertce 

OroaeSi^ 









Sal«a-0«Produet» 








Deposit 

6/18/2001 

REV 

EKWJft 

SETTEBELLO-S 

V-6013S 

Cash-CW. 

61.520.067.23 

51.6a}.067,23 

Tola! Sales • Od PrD(5ucts 






61,620.067.23 

51,520.067.23 

Total Gross Sales 







51.520.06723 

61.520.067.23 

Coat of Safes 









Exchange gatn/loas 








Check 

5/18/2001 

WT 

UNtTEO NATICmS 

SETTEBEaO^ 

v-soi:» 

Ca^-CAI . 

•32.982 48 

•32,982.48 

T(^f Exchange gatrVloss 






•32.982.48 

-32,962.48 

Crude Purchases 

(^ledc 

5/18/2001 

PYMNT 

HAVERHILL m,. 

SETTraaio^ 

V-5013S 

BNPPa«>a... 

-651,295.80 

•651.2^.80 

Check 

S/18«!001 

WT 

UNITED NATIONS 

SETTEBEaO-S 

V-50135 

Cash-CAI ... 

•46.062,489.63 

•48,713,785.43 

Total Crude Purchases 






-46,713.^5 43 

-48.713.785.43 

Interest 

Ched( 

S/15/2001 

LOAN 

FDSOTERMAD... 

SETTE8ELLO-5 

V-50135 

Ca^-CAI ... 

-7.47S42 

-7.4re.42 

Chedt 

5/16/2001 

LOAN 

FO^O TERM AO... 

SETTEBELU^a 

V-S013S 

Cash-CAI .. 

-1.005.33 

-6,480.75 

^«ck 

6/18/2001 

LOAN 

FIXED TERM AO... 

8ETTEBELLO-5 

V-50135 

Cash-CAI 

-109.46 

■6,590.21 

Che^ 

S^l/2001 

LOAN 

RXEOTERMAO... 

SETTEBEU.O-S 

V-50135 

Ca^-CAI... 

-3,780.00 

-12,370.21 

Ched( 

6/15^1 

LOAN 

FD^DTERMAO... 

SETIEBEU-O-S 

V-60135 

Cash-CAf ... 

-633.08 

•13,003.29 

Chec^ 

6/30/2001 

WT 

INTEREST CHA 

Seaebelio-S 

V-6013S 

Cash-CAI ... 

-143.075.51 

-156.078 80 

Oxsck 

7!Sr^0D^ 

LOAN 

FIXED TERM AD 

SCTTEBEUO^ 

V^135 

Cash-CAI .. 

-2,658.16 

-168.636.96 

Total Inters^ 







•158,636.96 

-158,636.96 

InspecUon 
GeiWrai Joumid 

6/30/2001 

Je-Ch-21 

Reverse Accrual 

SettebeHe-S 

V-5013S 

Estimated C... 

-25.000.00 

•25,000.00 

Chetic 

7/S/2001 

It^P 

CALEB BRETT ._ 

SetMwito-S 

V-50135 

Cash-CAI... 

•2.425.86 

-27.4».86 

Oenetid Journal 

7/31/»XI1 

Je<3(-19 

Reverse Aceruel 

Setfebetlo-S 

V-50135 

Estonaied C... 

14.090-56 

-13,33531 

Check 

11/7/2001 

ffiOHT 

SOSCSf 

SETTEBEliO-S 

V-S013S 

BNP Panba... 

-450.00 

-13.78531 

General Jownai 

4/30/2002 

Je-Ck-22 

Reverse Accrual 

Sembetkr^ 

V-S0t3S 

Estimated C... 

2.750-00 

■11.0K31 

Total Inspection 







•11,035.31 

-11.0^31 

Insuranca 

Ched( 

5/3/2001 

PYMNT 

CRAIG FERGUS. 

SETTEBEU.0-5 

V.50135 

BNP Panba 

-24309.35 

-24,809.35 

Total irtsuranee 







-24,809 35 

•24.809.35 

UCCtwges 

Chetii 

4/30/2001 

LC 

UC CHARGES 

SETTEBELL04 

V-50135 

Cash-CAI . 

-1.000.00 

-1.000.00 

General Journal 

6/30/2001 

Jg-LH03«AI 


Settebeilo^ 

V-60135 

L/C Charges 

-53,795.98 

-54.^538 

Total UC Charges 







-54.795.96 

'54,79588 

Freight 

General Journal 

3/31/2001 

Je-Ck-OSC 

Reclass 

SettebeSo^ 

V-60135 

Prepaid Hems 

>29.55931 

129.55931 

Cheek 

4/S2001 

PYMNT 

DENIS PATRIKI . 

SETTEBEllO-S 

V-50135 

Cesh-CAl . 

•1300 00 

12735931 

Cheek 

4/11/2001 

PYMNT 

OMI CORPORA . 

Settti)tik>-5 

V-601M 

Cash - CAi . . 

•1.462300.00 

•1334.840.69 

Chec^ 

4/19/2001 

PYMNT 

BOUTROS MAR . 

SETTEBELLO^ 

V-50136 

Cash-CAI 

•240.00000 

-1.574,840.69 

Chedc 

6/4/2001 

PYMNT 

HR ROTTERDA... 

SETTEBELLO^ 

V-S0135 

Cash • CAi ... 

•249300 00 

•1323.840.^ 

General Journal 

6/31/2001 

Je-Ck-01 

Reverse Accniat 

Settebe8o-6 

V«135 

Freight 

•616,000.00 

•2.433.840.69 

General Journal 

5/31/2001 

Jc-Ck-01 

Reverse Accrual 

Settebefio-5 

V-S0135 

Frei^ 

-129,559,31 

-2.569.40000 

General Journal 

6/31/2001 

Je-Ck-tl 

Accrual 

SETT^UO-5 

V-6013S 

-SPUT- 

•501,059.76 

3.070.459.76 

QtmeralJoum^ 

6G1/2001 

Je-Ck-11 

Aoetual 

SEHEBEaC-S 

V-60135 

Freighl 

540,565.64 

-2,529,894.12 

Deposit 

6/29/2001 

OEM 

OMI CORPORA... 

SETTEBEaO-5 

V-60135 

Cash-CAI .. 

540365.64 

-1.969,328.48 

D^OSit 

6/20/2001 

DEM 

OMI CORPORA... 

SETTEBEUO>5 

V-60136 

Cash-CAi., 

-4.822 86 

-1.994,151.36 

General Journal 

6/3012001 

Je-Ck-10 

Reverse Accrual 

Settebellp*S 

V-50135 

-SPLIT- 

•640365.64 

-2334.717.00 

Qwwral Journal 

613012001 

Je<»c-10 

Accnial 

SeMbMo-5 

V-5013S 

Frsighl 

-415,000.00 

■2,949,71700 

Deposit 

2/14/2002 

WT 

oec SHIPPING 

SETTEBEILO-S 

V-S0135 

Cash -Well 

6,005.98 

-2,943.711.02 

Ch^ 

4/12i2002 

FRGHT 

SQSCSt 

SETTraaLO-5 

V-S013S 

Cash -CAi 

•2.300.00 

-2.946,011.02 

Total Freight 







•2,946.011.02 

•2.946.011.02 

Oemurrege 

Deposit 

9/21/2001 

OEM 

Exxon 

serrereiLO^ 

V-S0135 

Cash - CAi . 

56,944.44 

56,944.44 


Total Demurrage 56,944.44 56,944.44 
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10:44 Ml Bayoil Suppiy & Trading, Ltd. 

07/16^ Transaction Detail By Account 

Acciuri»ui* Jmuftry 19% December 2003 


Typ* 

Dete 

Num 

Name 

Memo 

Cfaea 

Spm 

Amwjnt 

Baiartce 

Pbtttwe Otargaa 
Check 


PV^INT 

DENIS PATRKI. 

SETTEBatO^ 

V-S01K 

Ca^-CAI... 

•14.70 

•14.70 

Check 

4/11/2001 

PYMNT 

OMC»RPORA„. 

SeBebello^ 

V-S0135 

Ca^ • CAI ... 

•14.66 

-29.26 

C^ieck 

4/19/2001 


BOUTROS MAR... 

SETTEeQi. 0.5 

V-50135 

Cash-CAi ... 

-14.50 

-43.76 

Check 

«30/200f 

IC 

L/C CHARGES 

%TT^ao-s 

V-50135 

Cash -CAI. 

-95.75 

•139.51 

Check 

S^/2001 

PYMNT 

CFtAIG FERmJS... 

SETTEBEU-O^ 

V-5013S 

BNP Parfloa .. 

-2a06 

-1S9.S7 

Check 

6/4/2001 

PYKi^ 

HR ROTTEROA... 

Seitebe9o-6 

V-S013S 

Ca^ - CAI ... 

-14.47 

-174.04 

Che^ 

S/16/200t 

BC 

BANK CHARGES 

%TTEKIUM 

V^135 

Cash -CAI... 

•61600 

•792.04 

Check 

s/iaaool 

PYMNT 

HAVERrtU.TR 

SEHEBaLC^S 

V.S0135 

BNP Patiba... 

•19.66 

•811.90 

Deposit 

5/18/2001 

REV 

Exm» 

SETTEBEUJ>5 

V.50i:» 

Cash - CAI ... 

-73.23 

•685.13 

Chedt 

S/16A3001 

WT 

t^lTED NATIONS 

SETTEBEILO^ 

v-soi:» 

C^sh-CAI... 

•53.173-61 

-S4.<»a74 

Chedc 

5«1/2001 

BC 

BArtC CHARGES 

MARK^ 

V40135 

Cash -CAI... 

•606.00 

•54,664.74 

Check 

6/8/2001 

PYMNT 

POSTOILB.V. 

SETTEB£aO-5 

V.S0135 

Cash -CAI... 

-3824 

•S4,7(ML98 

Check 

6/12/2001 

BC 

BANKOiARGES 

SEnEBe.LO-5 

V.50135 

Cash -CAI... 

-192.33 

-54,895.31 

Deposit 

6/29/2001 

DEM 

OMI CORPORA.. 

SETTEBEU.O-5 

V-5013$ 

Cash - CAI ... 

-»3.00 

•54.915.31 

Check 

4/12/2002 

FRGHT 

SGSCSI 

^TTEBRi.0^ 

V-50135 

Cash - CAI ... 

•15.02 

-54,930.33 

Total Finance Charges 






^,930.33 

^.930.33 

Tc^i Cost of 







-51.940,042.42 

-51,940,042.42 

Baigc Service Chargee 








Oanerat Joiffn^ 

6/3O1I2OOI 

JE-LH03«>I 


Raphael 

V.5013S 

L/C Charges 

-121.14 


Total Bank Service Chuges 






-121.14 

-121.14 

TOTAL 







•420,096.33 

•420^33 
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1i;1f AM 

ojrtm* 


Bayoii Supply & Trading 

Transaction Detail By i 


AecriMl Basis 


January 1995 through 


Typ« D« te Num Name Memo 

Croea Sales 

Sales • Oil Products 

OtKwnd Journal 6/30/2001 Je4:%-13 B1ILUPS66 A. BMa-4/SwanMa 

GsmwiUJounuJ 6/30i2001 Je-Ot-IS VALERO MARK... ABeU-CSovansM 

OenenU Journal 6/3(V2001 J«-Ck-13 VMEROMARK... A Be<a-4/SvAnsaa 

OenerM Journal e^OiTOOl JeK%-13 PREMCOR A. BMft-4/Swans«3 

General Journal 6/30/2001 Je^<13 Diamond 5hamr_. Swansea 

OeneralJournal 6/30/2001 JeK%>13 PACC Swansea 

Deposfl 7/23/2001 REV VALERO MARK... A.BETA>4 

Deposit 7/23/2001 REV VAl^RO MARK... ABETA-* 

General Joutnal 7/31/2001 JeK»-1Q V/)lERO MARK... ABeta^ 

Total Sales • Oil Products 


Totid Gross Sales 
CoM of Sales 
Broker Comm 

Check 1(V1S/200t 1356 STARSUPPLY_ Swantee 

TotaJ Bmker Comm 

Secondary Chgs. 

General Journal S/31/^1 Je^-03 Accrual A BETA^ 

General Journal 6/30/^1 Je«li*13 Reverse Accrual A Bela-4/Swansea 

Tct^ Secoitdary^gs. 

Exchange galn/loss 

Check 6/18A2001 PYMMT UWTED NAT10... ABETA4 

Total EKdtange gain/loss 

Demurrage G Lighter 

Derosa 11/3(mi1 DEM VALEROMARK... A.BETA^ 

Total Demurrage Q Ughter 

l^ude Purchasca 

Che<* 6/18/2001 PYkWT HAVERHiaTR... ABETA4 

Otedt 6/16/2001 PVMNT UNfTEO NATIO... ABETA^ 

OerMrat Journal 6/30/2001 Je-Ck-13 Accrual Swansea 

GenereJJoumM 6/30/2001 Je^k-13 VALERO MARK... Swansea 

Chedc 7/13/2001 REV VALEROMARK... SWANSEA 

tNpoa» 7/t9«001 RtGHT VALEROMARK... SWANSEA 

TattJ Crude Purchases 
Interest 

Check 4«/2001 LOAN FIXED TERM A.. A8ETA-4 

Cheek 6ntV2001 LOAN FIXED TERM A.. ABETA^ 

Wieck 5/1(W001 LOAN FKEOTERMA.. ABETA^ 

Check S/1 wool LOAN FIXED TERM A.. A8ETA-4 

Check 5/24/2001 LOAN FIXEOTERMA.. ABETA^ 

Check 6/1/2001 LOAN FIXEOTERMA.. A6ETA4 

CiMik 6/1/2001 LOAN RXEDTERMA... ABETA4 

Check 6/1/2001 LOAN FIXEOTERMA ABETA-4 

^eck 6/1/2001 LOAN FOCEDTEmdA.. ASETA^ 

GeiwaJ Journal 6/30/2001 JeO(>13 Aecnial A Beteh4/Swans«a 

Check 7«2001 LOAN FIXEOTERMA.. MARINER 

Check 7JW200i loen FIXEOTERMA.. ABBTA-* 

Chedt 7/50001 LOAN FIXED TERM A.. A6ETA-4 

Check 7/W001 LOAN FtXEOTEWdA.. ABETA^ 

General Journal 7/10/2001 INT WTERESTCHA.. ASTRO BETA 4 

Che<^ 7/160)01 LOAN FIXEOTERMA... ABETAd 

Cheek 7/20«001 LOAN FIXEOTERMA.. ABETA-4 

owck lasnooi loan rxeoterma.. abeta4 

Check 7/24/2001 LOAN FIXED TERM A.. ABETA^ 

Cheek 7/25«001 LOAN FIXEOTERMA.. ABETAd 

Check 7/260001 LOAN RXEDTERMA.. AKTA4 

General Journal 7/31/2001 JeOr-IO Reverse Accrual A Beta-4 

GeoerrtJoumrJ 8/8/2001 INT WTERESTCHA.. ASTRO BETA 4 

Tdal Interest 



Class 

SdH 

Amount 

Balance 

V-50145 

Ascounts R... 

10595,115.64 

10,295.11554 

V-5014S 

/kccotads R... 

7,742,850.07 

18.037565.71 

V-S0145 

Aecourds R... 

11,715.413.59 

29.753,37950 

V-50145 

Ac»outd$R... 

8,934.409.81 

38.687,789.11 

V-50145 

Accourds R... 

10.319.786.45 

49.007.575.56 

V-S014S 

/Accounts R... 

10.490.843.70 

59,496.425.26 

V-SQ145 

Cash 'CM... 

11.715.41359 

71513,838.85 

V.S0145 

Cash-CAJ... 

7.591.634.07 

78505.47252 

V-50145 

-SPLIT- 

-19,307,047.66 

59,498,42556 


59,496,425.26 

59,498,42556 

59,498.425.26 

59.498,42556 


V-50145 Cash-W^.„ -4^71.50 -4.67150 

-4A71.50 -4,B71.S0 


V-5014S Eskmated ... 5.185568.85 6,185,968.85 

V-50145 Accounts R... .S.18S.968.a5 ^ 

0.00 OOO 


V.60145 Cash-CAI... -24,10833 -24,10833 

-24.10833 -24,10833 


V«)145 Cash-CAJ... 3,188.34 3,188.34 

3,188.34 3,18834 


V.50145 Cash-CAI.. .6SU71S5 -651,27155 

V-50145 Cash-CAI... -3457157558 -35522,647.83 

V-50145 Accounts R... •5,754.418.42 -44577,06636 

V-S014S AcoounlsR... -10.18357159 -65,160537.84 

V-S0145 BNPPariba.. -132512.78 -5559355052 

V-50145 BNPPariba... 132512.78 ■65,160537.84 

-65,160,93754 -55,160.93754 


V-S0146 BNPPariba... -36054 -36054 

V-S0146 BNPPariba... -5.304.69 -5.665.83 

V-5014S BNPPartba... -1,769.44 -7,43557 

V-60145 Cash-CAI... -563.66 -7.996.82 

V-60145 Cash-CAI... -1,844.99 -9.843.81 

V-5D145 Cash-CAI... ^531.33 -12,074.94 

V-6014S Cash-CAI... -1,432.65 -13.50759 

V.S0145 Cash-CAI... -206.87 -13.714.46 

V-50145 Cash-CAI„ -2,033.85 -15,74851 

V-60145 Accounts R... -100500.00 -115.74851 

V.50145 Cash-CAI... -3.493.72 -11954253 

V-50145 Cash-CAI... -84521.45 -203,763.48 

V-50145 Cash-CAI.,. -1,599.23 -205.362.71 

V-50145 Cash-CAI... -541.75 -205.904.46 

V-50145 25302ACarT ... -32.88 -205.93754 

V-50145 Cash-CAI... -54.80354 -260.74158 

V-50145 Cash-CAI... -1959854 -280.74052 

V-60145 Cash-CAI... -1058653 -291.326,75 

V-60145 Cash-CAI... -817.18 -292,143.93 

V-S0145 Cash-CAI... -533.67 -2W.677.60 

V-60145 Cash-CAI.,. -1,463.26 -294.140.86 

V.50145 Sales -OH... 100.000.00 -194,14056 

V-S0145 25302/C8rT ... -40.71 -194,18157 

-194.18157 -194.18157 
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vrnwi 


Bayoii Supp^ & Trading, Ltd. 

Transaction Detail By Account 


AcerwMSttMs 


January 1S8S throu^ Dec^nber 2003 


T«>« 

Date 

Num 

Kamo 

Memo 

Claaa 

Spilt 

Amount 

Balance 

brsptctiort 

OwmalJcKimai 

eGtvzooi 

Jo-Ck-13 

Accniat 

A. Bola-4/SvAnse 

V-50145 

Aixounts R... 

•50,000.00 

-50.000.00 


a/iocooi 

WSP 

OIL MSPECTIO... 

A.6ETA-4 

V-50145 

Cash • CAI ... 

-13,713.40 

-63,713.40 

ChMk 

9/2&'2001 

»4SP 

CML INSPECTIO,.. 

ASTRO BeTA-4 

V-5014$ 

Cach-CM... 

-3,450.68 

•67,164.06 

Chttck 


IN5P 

oacsi^MQ .. 

ASTRO KTA-4 

V-5014S 

Ca^-CAt... 

•4,933.09 

-72,097.17 

CbMtk 

mtnm 

INSP 

OIL INSPECnO- 

ASTRO eETA-4 . 

V-S0145 

Cash -CAI... 

692.96 

.71,404J21 

Cbsck 

9/28^1 

INSP 

OIL INSPECTIO.., 

ASTRO fiETA-4 

V-50145 

Ce^-CAJ... 

-12,885.49 

-84,289.61 

Oanerel Journal 

W3(y2001 

Jo4:«:-23 

Rovorso Accrual 

A. BETA-4/5WANS... 

V-50145 

Etihnaled ... 

50,000.00 

•34.269.61 

Chaok 

IZShWOOl 

MSP 

MSPECTORAT... 

A^ETA4 

V-S014S 

CaiOt-CAi... 

-1,034.73 

•35,324.34 

Chock 


MSP 

NSPECTCmAT.- 

A.BETA-4 

V^145 

C^-CAI... 

-1,130.94 

-%,4KZ8 

Chock 


INSP 

INSPECTORAT.- 

A£ETA<4 

V-5014S 

Cash -CAI... 

-1,758.15 

•38,213.43 

Chock 

12/2W001 

INSP 

INSPeCTC«AT... 

A.8ETA^ 

V-50145 

Cash • CAi ... 

-1,223.94 

■39,437.37 

Chock 

iJWO/SOOl 

INSP 

INSPECTORATE 

A.BETA^ 

V-50145 

Cash - CAI ... 

-1,373.01 

-40,810.38 

Chock 

12/2(V2001 

INSP 

MSPECTORAT.„ 

A.8ETA-4 

V-S0145 

Cash -CAI... 

-740.00 

41,550.38 

ChecA 

12/20i/2001 

INSP 

MSPECT<»ATe 

A.BETA-4 

V-5014S 

Cash -CAI... 

•905.96 

42,456.34 

Gonml .toumoi 

12G1/2001 

Jo^-11 

Accrual 

A. 6ota'4/Swansoa 

V-S0145 

-SMJT- 

^77.60 

•43.433 JHI 

Ooneral Journal 

1201/2001 

Jo<Jk-11 

AccfUflJ 

A. Beta-A/Swansea 

V-S0145 

Inspection 

-896.48 

-44,330.42 

Check 

Total ki^>edion 

hisurwic* 

8/14/2002 

INSP 

CORELABORA... 

A£ETA^ 

V^145 

BNP Pariba... 

-U00.0O 

-45,530.42 

■45,530.42 

45,530.42 

Gonorai Journal 

8/3Q/20Q1 

Je-Oc-n 

Accrual 

A. Bola*4/Swansea 

V-S0145 

Accounts R._ 

-38,000.00 

-38,000.00 

Qtock 

8^/2001 

INS 

CRAIG FERGU... 

A.BETA-1 

V-S0145 

Ca^-CAI... 

•23,919.94 

-61.919J4 

Cho^ 

11/SW001 

MS 

CRAIG FERGU.„ 

AAETA-4 

V-5014S 

Cash -CAI... 

•1,256.80 

•63.176.74 

Qonoral Journal 

T«U4 Inauranco 

12Q1/2001 

Jo^a-ll 

Aeeruai 

A. 8e(a.4/Swa<»ea 

V.S0145 

ktspeclion 

38,000.00 

-25,176.74 

-25,178.74 

-25.176.74 

UC Chargoc 

Chock 

4/18/2001 

LC 

UC CHARGES 

A.BETA^ 

V-S0145 

Banquo Bru... 

-54,600.45 

•54,600.45 

OMck 

6/18/^1 

LC 

UC CHARGES 

SWANSEA 

V-S0145 

BNPParlbe.- 

-17515« 

-72.115/45 

Chock 

6^8/2001 

tc 

UC CHARGES 

SWANSEA 

V-S0145 

BNPPadbe... 

.17282.50 

■89,397.95 

Gononri Jourmri SGO/ZMi 

Total UC Cha^too 

JE-I.H03/CAJ 


A.Bota-4 

V-50145 

UC Charges 

•44.870.64 

-134,268.59 

-134,268.^ 

-134,268/59 

Froight 

Chock 

4/4/2001 

PYMNT 

ASTRO TANKE... 

A.eETA-4 

V-50145 

BNP Pariba... 

-1,049,552.90 

-1,049.552.90 

^toek 

4a5aooi 

PYMNT 

LBTH SUEZ TR... 

A BETA-4 

V-5014S 

BNP PahtM... 

-164,445.00 

-1,213,997.90 

Chock 

4/27/2001 

PYMNT 

DENIS PATRM... 

A.BETA-4 

V-5014S 

BNPPaitba... 

-1,900.00 

•1,215,897.90 

Chodc 

4/27/20Q1 

PThtIT 

ASTRO TAW^e 

A.eETA-4 

V-50145 

BNPParitM... 

-877.500.00 

-2.09337.90 

Check 

5/2/2001 

PYMNT 

KRISTENSONS ... 

A8ETAr4 

V-50145 

BanquaBru... 

-233.012.54 

-2,326.410.44 

Chock 

5A/2001 

PYWr 

LUCAS MOSS! ... 

AeETA-4 

V-S014S 

Poribe... 

-1,315.00 

-2,327,725.44 

Oiock 

5/11/2001 

PYMNT 

PARSASSUtSSE 

ABETA-4 

V-5014S 

Cash - CAI ... 

-874,466.70 

•3,202.192.14 

Chock 

Srt7/2001 

PYMNT 

AEGEAN MARI... 

A.BETA-4 

V-5014S 

Battquo Btu... 

-119,500.00 

•3,321 jm.14 

Otock 

8/21/2001 

PYMNT 

ASTRO TANKE... 

A.BETA4 

V-5014S 

Cash -CAI... 

-888.533.30 

4,210,225,44 

C^wck 

5/35/2001 

PYWT 

AEGEAN MARI... 

AB6TA4 

V-50146 

Cash - CN ... 

-348.000.00 

4,S5ft;225.44 

Chock 

5/30/2001 

PYMNT 

Enon 

A8ETA-4 

V-50145 

Cash -CAi... 

-916,963.84 

■5.476.189.28 

Oopooit 

6/1/2001 

FRGHT 

PARIBAS SUISSE 

A 8ota'4 

V-S0145 

Cash • CA4 ... 

874,466.70 

4,600,72258 

GonoralJoumal 

6/30/2001 

JeOk-06 

Accrual 

ABETA-4 

V-$0145 

-SPLIT- 

-$71,594.73 

5.172.31741 

GorMrai Jourrui 

6/30/2001 

Jo-Ck-06 

Accrual 

ABETA-4 

V-50145 

Freight 

304,434.83 

4.86748236 

Deposit 

7/3/2001 

CRgorr 

CAi 

A.BETA-4 

V-50145 

Cosh • CAI ... 

8,000.00 

4.859,882.38 

OeposH 

7/26/2001 

REV 

PREMCOR 

A. BETA4 

V-S0145 

Cash -CAI .. 

143.500.00 

4.718,382.36 

Chock 

10/17/2001 

FRGHT 

LETHSUEZTR... 

A.8ETA4 

V-5D14S 

Cash - CAI .. 

•108,487.98 

4,824470.36 

Chock 

11/7/2001 

FRGHT 

LUCAS MOSS! 

ABETA4 

V-S0145 

BNP Pariba... 

•366.09 

4,825436.45 

Chock 

Total FroigM 
FlruuKo Charges 

11/9/2001 

FROKT 

NORWOOD SH... 

ABETA-A 

V-50145 

BNP Parte... 

-32.688.00 

-4.857,904.45 

4.657.904.45 

4.857404.45 

Oieck 

4/4/2001 

PYMNT 

ASTRO TANKE... 

A.BETA-4 

V-50145 

BNP Parte... 

•20.48 

•20.48 

Chock 

4/1B/2D01 

LC 

UC CHARGES 

ABETA-4 

V-50145 

Banquo Brv... 

•25.00 

45.48 

Check 

4/25/2001 

PYVNT 

LETHSUEZTR... 

ABETA4 

V-SOUS 

BNP Parte... 

-20.23 

-65.71 

Chock 

4/27/2001 

PYMNT 

DENIS PATWKJ... 

ABET/M 

V-50145 

BNP Parte... 

-20.35 

•86.06 

Chock 

4/27/2001 

PVWKT 

ASTRO TAM<E... 

ABETA4 

V-5014S 

BNP Pariba... 

•20.34 

-106.40 

Chock 

60/2001 

PYMNT 

KRISTENSONS .- 

A.BET/M 

V-S0145 

Banquo Bru... 

•28.00 

-134.40 

Otock 

SW2001 

PYMNT 

LUCAS MOSSI ... 

ABETA4 

V-50145 

BNP Pariba... 

•19.99 

•154.39 

^hkJ( 

5/11/2001 

PYMNT 

PARIBAS SUISSE 

ABETA4 

V-S0145 

Cash - CAI ... 

-14j?8 

-168.67 

Chock 

5/17/2001 

PYMNT 

AEGEAN MARI... 

A.BETA4 

V-50145 

Banquo Bru... 

-26.00 

•196.67 

Chock 

S/21/2001 

PYMNT 

ASTRO TA7«6... 

A.BrrAr4 

V-50145 

Cash - CAI ... 

-14.29 

•210.96 

Chock 

S/25/2001 

PYhWT 

AEGEAN MARI... 

A.BETA-4 

V.S014S 

Cash-CAJ... 

-14.03 

•22449 

Chock 

5/3W2001 

PYMNT 

Emon 

ABETA-4 

V.50145 

Cash- CAI... 

•14.05 

•239.04 

Check 

6^/2001 

SC 

BANK CHARGES 

A.6ETA-4 

V-5014S 

Cash - CAI ... 

-13.98 

-253.02 

Chock 

6/8/2001 

BC 

BANK CHARGES 

ABET/V4 

V-50145 

Cash • CAi ... 

-13.91 

-256.93 

Chock 

6/11/2001 

BC 

BANK CHARGES 

ABETA^ 

V.50145 

Cash • CAi ... 

•13.86 

-2S0.79 

Chock 

6/18/2001 

PYMNT 

HAVERWLL TR... 

A.8eTA-4 

V'50t45 

Ca^-CAI... 

-14.04 

•294.83 

Check 

6/18C001 

PYMNT 

UWTEONATIO.,. 

ABETA-4 

V-50145 

Cash- CAI... 

-27,676.38 

57471.21 

Chock 

6«[V2001 

BC 

BANK CHARGES 

SWANSEA 

V-SOMS 

BNP Pariba... 

-139.68 

•28,110.69 

Chock 

7/12/2001 

BC 

BANK CHARGES 

SWANSEA 

V-50145 

BNP Pariba... 

•585.00 

•28,695.89 

Chock 

7/12/2001 

BC 

BANK CHARGES 

SWANSEA 

V-S2145 

BNP Pariba... 

•585.00 

-29480.89 

Chock 

7/13^2001 

REV 

VALERO MARK... 

SWANSEA 

V-50145 

BNP Pariba... 

-28.80 

-29,309.69 
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Bayoii Su{>f^y& Trading, Ud. 

funtM Transaction Detail By Account 

AccnHd BHi« January 1995 through Decamber 2003 


Typ« 

Date 

Hum 

Name 

Memo 

Class 

Spilt 

Deposit 

7/13«001 

REV 

PORTARTHl«_ 

SWANSEA 

V-S0145 

BNP Pariba... 

ChKk 

7«0/2001 

BC 

V/U£ROMARK... 

A.BETA-4 

V-S0145 

Cosh-CAI... 

Oiack 

7«K»f2001 

BC 

VALERO MARK.. 

A.BETAr4 

V-S0145 

Cash-CAI... 

t>9po»H 

7/23/2001 

REV 

VALERO MARK- 

A-BETA^ 

V-6014S 

Cash-CM... 

Check 

7/24/2001 

BC 

BANK CHARGES 

AJBETA^ 

V'60145 

Cash - CAI ... 

Check 

7/24/2001 

BC 

BAh8< CHARGES 

A.8ETA^ 

V.50145 

Cash-CAi... 

Chock 

7/24/2001 

BC 

BANKC»1ARGES 

A£ET/M 

V-5014$ 

Cash-CAi... 

Check 

7/24^)01 

BC 

pnEMCOa 

A.BET/M 

V40145 

Oish-CAI... 

Deposit 

7/26/2001 

REV 

PREMCOR 

A.B£TA^ 

V-6014S 

Cash-CAI... 

Check 

7/30C001 

fTtGHT 

ASTRO TAN1«.,. 

A.&ETAr4 

V-50145 

Cash -CAI... 

Depo^ 

6/9/2001 

REV 

VALERO MARK... 

A.BETAr4 

V>50145 

Cash-CAI- 

C^ieck 

6/1(V2001 


OR. INSPECno... 

A.eETAA 

V-50t45 

Ce^ - CAI ... 

^eok 

9iT/2001 

LGHT 

MTL reTROLW... 

ASTRO BETA-4 

V-S0145 

Cash - CAI ... 

Chei^ 

8/26/2001 

9ISP 

OR. INSPECno... 

ASTRO BETA-4 

V-50145 

Cesdi-C^... 

Cbe^ 

9/28/2001 

»I$P 

OBCSHIPPWG- 

ASTRO BETA-4 

V-50145 

Cash-CAi... 

Check 

9/26/2001 

»iSP 

OR INSPECno... 

ASTRO BETA-4 

V-S0145 

Cash-CAI... 

Check 

10/17/2001 

FRGHT 

LETHSUeZTR.. 

A.BETA-4 

V-S0145 

Cash-CAi... 

Check 

8/14/2002 

»1SP 

CORELABCM^... 

A£ETA'4 

V-50145 

BNP Pai^... 

Total finance Chaigm 






Lightering Charges 






General Jourml 

6/30/1001 

Je^k-13 

Accrual 

A. Geta-4/Swansea 

V-5014S 

AccounteR... 

Totai Lightering Charges 






ToM Cost of S^as 







Merest Expense 







Cheek 

9/30/2001 

m 

KTERESTCMA... 

AiETA-4 

V-50145 

Cash > CAI ... 

Total tnteresf Eigiense 






Coffiffliaslons 







Genwal Jourmd 

6/1/2001 

COM 

COMMSSIONS 

ASTn0 6eTA4 

V-5014S 

25300/Carr ... 

General Journal 

6/4/2001 

COM 

COMMISSIONS 

ASTRO BETA 4 

V-5014S 

2S301/CarT ... 

General Journal 

6«G!001 

COM 

COMPASSIONS 

ASTRO BETA 4 

V-S0145 

2S301/CWT.,. 

GenerslJoufliat 

SffiOOOl 

COM 

COMASSIONS 

ASTRO BETA 4 

V-S014S 

2S301/Carr ... 

General Journal 

6/7/2001 

COM 

COAMSSIONS 

ASTRO BETA 4 

V-S0145 

25301/Carr ... 

Oenentl Jcwnal 

6ra/20Q1 

COM 

CONMSSKMS 

ASTROffiTA4 

V-S0145 

25301/CaiT ... 

General Joumtf 

6i27/2001 

COM 

COMMISSIONS 

ASTI«)ffiTA4 

V-S0145 

25301/Carr ... 

Genwti Joum^ 

7/2/2001 

COM 

COhMSSONS 

ASTRO BETA 4 

V-S0145 

2S301/Cair ... 

Oenml Jownd 

7/31/2001 

COM 

COMMiSSKMS 

ASTRO BETA 4 

V-S0145 

25301/Can' ... 

General Jotanai 

7/SaOOI 

COM 

COMMISSIONS 

ASTRO BETA 4 

V-6014S 

25301/Cair ... 

Genend Journal 

7/6«M1 

COM 

COMMISSIONS 

ASTRoeETA4 

V-S0145 

25301/CarT ... 

Genenri Joum^ 

7/SV2001 

COM 

COMASSIONS 

ASTRO BETA 4 

V-50145 

2$301/CarT... 

General Joum^ 

7/10n001 

COM 

COMASSiONS 

ASTRO BETA 4 

V40145 

25301/CerT ... 

Oanarai Joum^ 

7/11/2001 

COM 

COMMISSIONS 

ASTRO ttTA4 

V-50145 

25301/Carr... 

General Journal 

7/12/2001 

COM 

COMASStONS 

ASTRO BETA 4 

V-50145 

2S301/C8rr ... 

QatMrai Journal 

7/13«001 

COM 

COMMISSIONS 

ASTRO BETA 4 

V-50145 

2S301/C«r ... 

Oeneral Journal 

7/16/2001 



SWANSEA 

V-50145 

Kedga Gain,.. 

General Journal 

7/16/2001 



SWANSEA 

V-S0145 

Hedge Gain... 

Oeneral Journal 

7/16«001 



SWANSEA 

V-50145 

Hedga Geln... 

General Journal 

7/16/2001 



SWANSEA 

V-$0145 

Hedge Gain... 

General Jounal 

7/16/2001 

COM 

COMMISSIONS 

ASTRO BETA 4 

V-$0145 

25301/CatT ... 

Getterd Jownry 

7/17/2001 

COM 

COAMSSIONS 

ASTRO BETA 4 

V-50145 

26X1A^rr ... 

Oener^ Journal 

7/16«001 

COM 

COMMSSKXS 

ASTRO BETA 4 

V-50145 

25301/Carr ... 

General Journal 

7/19/2001 

COM 

COMMISSIONS 

ASTRO BETA 4 

V-50145 

2S301/CarT ... 

General Jatmal 

7/2(W001 

COM 

C06MSSIONS 

ASTRO BETA 4 

V.50145 

2S301/CarT ... 

Total Commissions 







Hetfge Gain ^Lots) 







General Journal 

S/31/2001 

J»Ok-03 

Accrual 

A.BETA-4 

V-50145 

Estimated ... 

General Joumai 

6/^3/2001 



ASTROreTA4 

V-5014S 

25301/C8rr ... 

Oeneral Journal 

6G0/2001 

Je-C%-13 

Reverse Accrual 

A. Beta-4/Swanae 

V40145 

Accounts R„ 

OMenU Jourrarf 

6/30/2001 

Je<;k-13 

Reverie Accrual 

A. 6eta-4/Swanse 

V.50145 

Accounts R... 

Oertaral Joumai 

7/16/2001 



SWANSEA 

V^14S 

-SPUT- 

General Joumai 

7/16«001 



SWANSEA 

V.S0145 

Hedge Gain... 

General Journal 

7/25/2001 



ASTRO BETA 4 

V.S0t4S 

2S301/CBrf ... 

General Joumai 

7/31/2001 

Je<^-10 

Reverse Accrual 

A. Beta-4 

V-S0145 

Sales- Oil ... 

Total Hedge Gain ^j>ss) 






Interest Income 







Oepo^ 

7/10C001 

INT 

INTEREST INC... 

ASTRO BETA 4 

V.50145 

25301/Carr ... 

Deposit 

6/8/2001 

INT 

INTEREST WC... 

ASTRO BETA 4 

V-50145 

25301/Canr... 


Total ttHerast incoma 


TOTAL 


Amount Balance 


-65.00 

•29,39469 

•614.00 

-30,008.69 

•614.00 

•30,622.69 

•20.00 

•30.64269 

-74.00 

•30,716.69 

-74.00 

-30,790.69 

-74J)0 

•30,864.69 

•618.00 

-31,462.» 

-566.00 

•32,070.^ 

-14.47 

•32,085.16 

•20.00 

-32,105.16 

-14.83 

-ltt.11999 

•14.78 

-32,134.77 

-15.49 

•32,150J» 

-15.49 

■32,165.75 

-15.49 

-32,181.24 

-15.36 

•32,196.60 

-23.M 

•32,21959 

-32;Z19.99 

-32519.99 

-186.013.13 

-186513.13 

•166,013.13 

•186,013.13 

•60.682,024.12 

-60562.(n:4.12 

-2,325.07 

-2,325.07 

-2,325.07 

-252557 

•4^.00 

-452050 

•1.6».00 

•6.7K.00 

-1,845.00 

•6,610X0 

-1,845.00 

•10,4»50 

•1J45J)0 

•12500.00 

•16,6C6.00 

-28505.00 

-73S0 

-28578X0 

•16660 

-29,145.40 

•1,13160 

•3057750 

•764.00 

•31,06150 

-76460 

•31,84550 

•1,078.00 

•3252350 

•1.078.00 

•3450150 

•\finjoo 

•3557950 

-1,078.00 

•36,15750 

•1,078.00 

-3753550 

•4,690.00 

-41,92550 

-65.66 

•4159056 

-6.020.00 

•48,01056 

-84.28 

•46.09554 

•171.50 

-48566.74 

-171.50 

•48.43854 

-171.50 

•48.609.74 

■171.50 

-48.78154 

•171.50 

•48552.74 

•46,952.74 

•48,952.74 

916,000.00 

916,000.00 

-360,000.00 

856500.00 

-916,000.00 

-36Q5005Q 

2.443,010.00 

2,083.010.00 

-410,000.00 

1.873510.00 

-393,110.00 

1579500.00 

3,246.120.00 

4,526,020.00 

-2,443.010.00 

2.083,010.00 

2,083.010.00 

2.083.010.00 

2572.74 

2.572.74 

7,327.32 

9,900.06 

9,900.06 

9500.06 

878,033.69 

878,033.39 
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11:32 AM Bayoil Supply & Trading, Ltd. 

mnaa Transaction Detail By Account 

AeenMi bmi* January 1995 through December 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

SplK 

Amount 

Beience 

Croei Sehtt 









Sates -OB Products 








General Journal 

7G1«001 

Ja-Ck-04 

Various 

O.SPIRtT-3 

V.S0152 

AcnKiMs R... 

58,375.950.49 

582754^.49 

OeposK 

9/4/2001 

REV 

PORT ARTHUR... 

o.smRrr-3 

V^152 

^PPariba.. 

12.498,571.24 

5^.874,521.73 

DeposH 

8/7/2001 

REV 

VALERO MARK... 

04EF1RIT-3 

V-50152 

BNPPariba... 

11,852.33229 

82,726,854.02 


9/7/2001 

REV 

Diamcmd Shamt... 

O.SPtRiT-3 

V-50152 

BNPPariba... 

12,343.137.61 

95,069,991.63 

DeposK 

^10«501 

REV 

ENRW 

0.5PtRiT-3 

V-50152 

BNP Pwiba... 

3,363.^.00 

98,433,441.63 

D^»osn 

9/10/2001 

REV 

MARATHDN 

O.SPtRlT-3 

V-50152 

BNP Pariba... 

10,886,681.19 

109,320.122.82 

0«^>osH 

9/102001 

REV 

TOSCO 

O.SPiRIT-3 

V-S0152 

BNPPwiba.- 

7,035,61828 

116255.741.10 

Deposit 

S/12/2001 

REV 

TC»CO 

o.sPiRrr.3 

V-S0152 

BNP ParitMk... 

138222.45 

116.493,963.55 

OefMjsit 

9/12/2001 

REV 

VM.EROMARK... 

OSPlRlT-3 

V-S0152 

BNPPariba... 

257,937.44 

116,751,900.99 

Genefsl Jownai 

»30/2001 

Je-Ck-IT 

Varioua 

O.SPtftlT-3 

V-50152 

-SPLIT- 

•58,375,950.49 

S827S.9SO.SO 

General Journal 

9GO/2001 

Je-Ck-17 

MARATHON 

O SPU»T-3 

V-50152 

Sates-OII ... 

-2,822.02 

S8,373.t2A48 

Total Ssrtas - C« Products 






58,373,128.48 

58,373.128.48 

Tctel Gro» Sales 







58,373,128.48 

58273.12828 

Cost of Salas 









Broker Comm 









Generel Journal 

imfKOi 

Ja-Ck-04 

Accrued 

O.SWftlT-3 

V-S0152 

Accounts R... 

^.OC^.OO 

-20.0(«.00 

General Jourruri 

12/31/2001 

JE-LH08 

STARSUPPLY-. 

O.SPlRCT-3 

V-S01S2 

BrolterCemun 

•5,000.00 

-25.0«;.00 

GenerdJoum^ 

12/31/2001 

JE-LK08 

STARSUPPLY„. 

OOR^ 

V-S01S2 

Broker Comm 

•1^.00 

-26205.00 

Q>eck 

1/14«002 

1395 

STARSUPPLY „. 

O.SpM-3d9746CS 

V-50152 

Cash -Wen... 

•S.OOO.OQ 

•31.505.00 

t^teck 

imam 

1395 

STARSUPPLY ... 

DorsetQ0179CS 

V-S01S2 

Cesh-We8... 

-1,500.00 

-33.005.00 

Oenend Journal 

2/28/2002 

JE-LH/Q2 

STARSUPPLY.^ 

O.SPlRIT-3 

V-S01S2 

Broker Cwnm 

5,000.00 

-28.005.00 

Oenen^ JotsTol 

2/28/2002 

JE-LK02 

STARSUPPLY... 

OOR^ 

V-50152 

Brdief Comm 

1,500.00 

-3,50520 

Chedt 

4/12/2002 

14M 

LONE STAR R.... 

o.^>ldl-3 

V-50152 

CBsh-We«... 

-4,125.00 

-30.630.00 

Total Broker Conm 






-30,830.00 

-30,630.00 

Secondary Chgs. 








GeneraiJourrud 

6/30/2001 

Je-Ck-3S 

Accrual 

O.Spifil-3 

V-S0152 

Secondary... 

78.586.78 

78.586.78 

GenerM Journal 

7/31/2001 

J»-Ck4M 

Aeerufli 

O.SPRIT-O 

V-50152 

Aecourtls R... 

-78586.78 

0.00 

Total Secondary Chgs. 






0.00 

0.00 

Exchartga galrtBoss 








Oenerd Journal 

7/31/2001 

Je-Ck-04 

AeennI 

O. SPlRIT-a 

V-S0152 

Accounts R... 

•31,000.00 

-31,000.00 

Check 

8/10/^t 

PVIi»IT 

UNITED NAT10._ 

O.WBRlT-3 

V-S0152 

BNP Pariba-. 

-31,K5.32 

•10.02522 

Genend Journal 

9/30/2001 

Je-Ck-17 

Reverse Accrual 

0. SPIRfT-S 

V-50152 

Salas - Oa ... 

31,000.00 

•31225.Xi 

Totd Eadwige gainAoss 






•31,025.32 

-31,0».32 

Demurrage 6 Lighter 








Depoul 

12/4/2001 

LIOKT 

VALERO MARK... 

O.SWRlT-3 

V-50152 

BNP Pariba... 

16.408.33 

18,40823 

Total Oemutrage Q Lighter 






16,408.33 

ie.40s.si 

Crutfa Purchases 








General Journal 

7/31/2001 

Je-Ck-04 

Acoruet 

O.SPlRIT-3 

V-50152 

Accounts R... 

-47,833.420.15 

•47233.420.15 

General Journal 

7/31/2001 

Je-Ck-04 

Accrual 

O.SPlRrr-3 

V-50162 

Accourda R... 

-974.971.87 

-48.808292.02 

Total Crude Purchases 






-48,808,392.02 

-48.808,392.02 

Interest 









Check 

6/29,f2001 

LOAN 

FIXED TERM A... 

o.spwrr-a 

V-501S2 

BNP Pariba... 

•1,881.25 

•128125 

C^k 

7/2/2001 

LOAN 

FIXED TERM A.. 

o.spiRrr-3 

V-S01S2 

BNP Pariba... 

-276.81 

•2.158.08 

Check 

7/1»2001 

LOAN 

FIXED TERM A.. 

O.SPIftlTG 

V-50152 

BNP Pariba... 

•1241.63 

•3,399.e) 

Check 

7/16/2001 

LOAN 

FIXED TERM A.. 

O.SPlRtT-3 

V-50152 

BNP Pariba... 

-1,154.83 

-4.5S4.K 

Check 

7/31W501 

LOAN 

FIXED TERM A... 

OSPlRIT-3 

V-50152 

BNP Parlbe... 

-2,627.08 

•7,181.60 

Oenard Journal 

7/31/2001 

Je-Ck-04 

Accrual 

O.SPtWT.3 

V-501S2 

Accovnta R... 

•250,000.00 

-257,18120 

Chedc 

8/10/2001 

LOAN 

FIXED TERM A.. 

O.SPIRIT-3 

V-5C152 

BNP Pariba.- 

-1.762.22 

-258,943.82 

Check 

8/17/2001 

LOAN 

FIXED TERM A.. 

O.SPiraT-3 

V-501S2 

BNP Parft»... 

-46202.67 

•305.246.49 

Owck 

8/24/2001 

LOAN 

FIXED TERM A... 

0,SP«IT.3 

V-S0152 

BNP Pariba... 

•45,922.62 

-351,169.11 

Check 

801/2001 

LOAN 

FIXED TERM A... 

o.$pm-3 

V-50152 

BNP Pariba.,. 

-45,734.11 

.XM20322 

Check 

9/40001 

LOAN 

FIXED TERM A.. 

o.spiRrr-3 

V-50152 

BNP Pariba... 

-27.093.33 

•42329625 

Check 

^/2001 

LOAN 

FIXED TERM A.. 

O.SPRIT.3 

V-S0152 

Pariba- 

•4,895.84 

•428.89229 

Oieek 

9/7/M01 

LOM4 

FD«0 TERM A.. 

O SPIRIT-3 

V-S0152 

BNP Pariba... 

•1S.000.84 

•443,89323 

Check 

9/100001 

LOAN 

FIXED TERM A... 

O.SPtRIT-3 

V-S01S2 

BNP Pariba... 

•5,611.66 

-449.504.89 

Check 

9/140001 

LOAN 

FIXED TERM A... 

0,SPlRIT-3 

V-50152 

BNP Pariba... 

•11,180.56 

-460,685.45 

General Joumr^ 

9000001 

J*4»-17 

Reverse Accrual 

O. SPIRIT-3 

V-SOI52 

Sales • Oil ... 

250.000.{» 

■210.6^.45 

Total Interest 







-210,685.45 

-210,685.45 

Inspection 









Genera) Jrarttal 

701/2001 

Je-a(-04 

Acdual 

0. SPIRIT-3 

V-50t52 

Accounts R... 

-35,000.00 

-35,00020 

Check 

10040001 

INSP 

OKINSPECTtO... 

OSP«IT-3 

V-S0152 

BNP Parit»... 

-10.105.70 

-4S.1(S.70 

Chedi 

10040001 

INSP 

OIL iNSPECTlO... 

O.SWRIT-3 

V-50152 

BNPPan-ba... 

•13,33725 

•58,442.95 

General Journal 

11/300001 

Je<^-25 

Reverse Accrual 

O.SPIRIT-3 

V-50152 

-SPLIT- 

15,49054 

•42,952.41 

Total Inspectiort 







-42,952.41 

-42.952.41 


Pagel 



631 


iiasAM Bayoii Supply & Trading, Ltd. 

om&M Transaction Detail By Account 

AeenM Basis January 199S through December 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

Split 

Mnount 

Balance 

InMirtnc* 

Genend Jourmri 

7/31/2001 

Jej:^-04 

Aecruai 

o.spiRrr-3 

V-601W 

Accounts R... 

-35.000.00 

•^.000.00 

Check 

10/1/2001 

aisp 

ORAC^SEA UM-. 

O.SPIRIT-3 

V-501S2 

BNPPariba... 

-3,000.00 

•38,000 JO 

Check 

10/5/2001 

INS 

CRMOFERQU.. 

O.SPIRfT-3 

V-50152 

BNPParlha... 

•274768.69 

•65,268.69 

Oeneral Jounurt 

11/30/2001 

J*<»-25 

Reverse /Accrual 

O.SPtRTT-S 

V-501S2 

k)specti«i 

35,000.00 

-304768.69 

Check 

Totel Incuranee 

1/30002 

INS 

CRAIG FiRGU- 

O.SPIRIT-3 

V-50152 

B7S> Pariha... 

-1,400.53 

-31,669.22 

•31,669.22 

•31.66322 

1.^ Cherses 

Check 

6r//200t 

LC 

4a:oiarges 

o.sPiRrr-3 

V-60152 

N4PPa^... 

-58^250 

•58,522 JO 

Ched( 

Total UC Chargee 

6r//2001 

LC 

UC CHARGES 

o.sptRrr-3 

V-60152 

^Paffta... 

•17,618.25 

•re.t38.75 

-76.i».re 

-76.138.7S 

FrtIflM 

Cheek 

7/3/2001 

RIGHT 

GRACESEALM- 

O.SP6VT-3 

V-50t52 

BNPPartba... 

-656,425.00 

-656,425.00 

Check 

7/13«001 

RIGHT 

THEKANOOG... 

O-SPBUT-S 

V-50152 

BNP Par8>a... 

- 1.27^.00 

-657.700 JO 

Oenerai Jownal 

7/31/2001 

Je<3t.04 

Accruid 

O.SP(Rfr-3 

V-S0152 

Accounts R... 

-2,340,981479 

-2,998,68129 

Genets Joum^ 

7/31/2001 

Je^-04 

Aecruai 

O.SP1WT-3 

V-50152 

Accounts R... 

496,580 JO 

•2J02.1(X>.79 

Genera) Journal 

7/31/2001 

Je-C^-04 

Accrual 

O. SP«tT-3 

V-50152 

Accounts R... 

-1,192 ,000 JO 

J}, 684.100.78 

Cheek 

8/1S2001 

PROMT 

GR/kCESEAUM... 

O.SPB«T-311TH 

V-S01S2 

BNPPsf9M... 

•884,950.00 

.4.35»J^.79 

Oteck 

8/15/2001 

FRGHT 

GRACESEAUM... 

O. SP9TrT-3 lom 

V-S01S2 

BNP ParkMt... 

•6.S25J0 

•4J67.575.79 

Chedc 

8/15/2001 

FRGHT 

GRACESEA LM... 

O.SmRIT-311TH 

V-50152 

Pariha... 

143.437.» 

-4.224.13824 

Check 

8/17/2001 

FR(aiT 

FAL ENERGY C... 

OSPIRIT-S 

V-501S2 

BNP Parlba... 

-1J88J43J4 

-5,813.082.08 

Check 

8^-/2001 

CCMM 

LONE STAR R.... 

O.SP0UT-3 

V-S0t52 

BT^Parflia... 

-6,S2SJ0 

J.821.607.08 

Chedc 

W7/2001 

C06/M 

LX>e STARR.... 

O.SPimT-3 

V-S0152 

BNP P»aM... 

•8J25.00 

•5,830,132.08 

Check 

mi200\ 

FRGHT 

GRACESEALM... 

O.SPiraT-3 

V-501S2 

BNP Psriha... 

•643,500 JO 

•6,473,632.08 

Check 

s/t8/:»X)i 

FRGHT 

LETH SUEZ TR... 

O.SPMTO 

V-50152 

87^ Pariha.- 

•223,000 JO 

-6,«>S.«32.0a 

Oenerai Jowrud 

0/30/2001 

JeGk>17 

Reverse denial 

O. SPtRIT-3 

V-S0152 . 

Sales • Oil 

2,340,981.29 

•4.^.650.79 

Check 

lO/lflOOl 

MSP 

GRACESEALM... 

O.SPm-3 

V40152 

BNP Psriha... 

•8,525.42 

-4je3.1W21 

Check 

3/11/2002 

FRGHT 

GRACESEALM... 

O.SPIRrT-3 

V-50152 

fianque Bnt... 

-8,525.42 

•4,371,701.63 

Check 

TcdalFrelsM 

5/23/2002 

FRGHT 

ROBIN MARITI... 

OSPMT-3 

V-501S2 

BNP Pariha... 

-3,415.97 

-4,375.117.60 

-4.375.117J0 

-4.375,117.60 

Fk>anec Charges 

Check 

6/21/2001 

BC 

BANK CHARGES 

o.spfnro 

V-501S2 

BNP Pariha... 

-141.T4 

-141.74 

CiMtck 

6/21^001 

ec 

BANK CHARGES 

O.SPffUT-3 

V-50152 

BNP Pariha... 

-141.74 

-283.48 

Check 

6/28/2001 

BC 

BANK CHARGES 

O.SPIRIT-3 

V-50152 

BNP Parlba... 

•141J5 

-425.13 

Chedc 

6/28/3001 

BC 

BA7«< CHARGES 

O.SPFUT-3 

V-S0152 

MP PaiBM... 

•141.65 

•568.78 

Check 

7/3/2001 

FRGHT 

GRACESEALM.. 

O.SPIRfT.3 

V-50152 

BNP Pariha... 

•19J3 

-588.11 

Chedi 

7/13/2001 

FRGHT 

THEKANCX>0.- 

o.spiRrr-3 

V-S0152 

BNP Pariha... 

-19.80 

•805.71 

General Journal 

7/31/2001 

Ja-Ck-04 

Aoeniai 

o.spiRrr-3 

V-501S2 

Accounts R.- 

-39.000.00 

•^.8X1.71 

Chedr 

8/2/2001 

ec 

BANK CHARGES 

o.spiRrr-3 

V-501S2 

BNPPartba... 

-3034 

^.63595 

Cheek 

8G/2001 

POR 

HAVERHILL TR... 

O.SPIRfT-3 

V-50152 

BNP Partba... 

-20.24 

-39.^.19 

Cheek 

8/10/2001 

PYMNT 

UNITED NATIO... 

OSPIRIT-G 

V-501S2 

BNP Parlba... 

-36.291.56 

.77.M7.7* 

Cheek 

8/13/3001 

LOAN 

FIXED TERM A... 

O.SP«IT-3 

V-501S2 

BNP Pariha... 

-520.00 

•76,467.74 

Cheek 

S/ISiSOOl 

FRGHT 

GRACESEALM... 

O.SPIfUT-3 

V-501S2 

BNPPar9M... 

•20.73 

-78.48847 

Cheek 

M7/2001 

FRGHT 

FAL ENERGY C... 

O.SPIRfr-3 

V-S0152 

BNPPartba... 

-20.87 

•78J09J4 

Check 

8Q7/3001 

FRGHT 

ROSIN MARITI... 

o.spfftrr-9 

V-50152 

BNPPartba... 

-20.73 

'78J90J7 

Check 

8<Gf/3001 

BC 

8/UlK CHARGES 

0.$PIRfT-3 

V-50153 

BNPPariba... 

•585 JO 

.79.115J7 

Deposfl 

S/VZ001 

REV 

PORT ARTHUR... 

O.SPiRIT-3 

V-501S2 

B70> Pariha... 

-65.00 

-79200J7 

Cheek 

9/4/3001 

BC 

PORT ARTHUR... 

o.sptftnr-3 

V-S0152 

BNP Pariha... 

-25.00 

•7922SJ7 

^teck 

9/SW>1 

BC 

Diamond Shamr.^ 

O.SPIRIT-3 

V-501S2 

BNP Pariha... 

•585.00 

-79,810.07 

Cheek 

JV7/3001 

COMM 

LONE STAR R..„ 

O.SPIRIT-3 

V-50152 

BNPPariba... 

-20.51 

-79,830.58 

OMCk 

9/7/2001 

ec 

VALERO MARK... 

O.SPtfOT-S 

V-50152 

BNP Pariha... 

•500.00 

•80J8).58 


»7/200t 

REV 

VALERO MARK... 

O.SP9WT-3 

V-50152 

Bh^ Pariha... 

-65 JO 

•80.415J8 

Check 

8/7/2001 

ec 

TOSCO 

O.SPtRiT-3 

V-50152 

BNP Pariha.,. 

•500.00 

•80,915.58 

Check 

9<7n001 

BC 

MARATHON 

O.SP«UT-3 

V-50152 

BNP Parlba... 

•500.00 

-81.415J8 

Check 

9/7/2001 

FRGHT 

GRACESEA LM... 

o.sptRrr-s 

V-S0152 

Bl^ Parlba... 

•20J1 

-81,436.09 

Check 

9/10/2001 

ec 

ENRON 

o.spiRrr-3 

V.S0152 

BNP Pariha... 

•500.00 

•81,936.09 

OefxMJI 

9/10/3001 

REV 

MARATHON 

o.spBaT-a 

V-S0152 

BNPPariba... 

-85.00 

-82J21.09 

DefKKlt 

»10/2001 

REV 

TOSCO 

0,SMRIT-3 

V-S01S2 

BNPPariba... 

-65.00 

-62,106.09 

Ch^ 

9/12^001 

BC 

ENRON 

0,SPIRrT-3 

V-50152 

BNP Pariha... 

•607.29 

-82,71328 

Check 

9/19/2001 

FRGHT 

LETH SUEZ TR... 

O. SPIRrT-3 

V-50152 

BNPPeribe... 

-21.79 

-82.7M,17 

General Journal 

9/30G001 

JeJ»-17 

Reverse Accrual 

o.sPiRrr-3 

V40152 

Sales • on ... 

39.000.00 

-43.735.17 

Check 

10/1/2001 

MSP 

GRACESEA LM.. 

o.sp«rr-3 

V.50152 

BNP Pviba... 

•21.35 

•43.7M.53 

Cheek 

10^0001 

LOHT 

GENMAR ALEX... 

05PtraT-3 

V.50152 

Pariha... 

-21.42 

-43,777.95 

D^>o«a 

10/9/2001 

BC 

ENRON 

OSPWITO 

V-50152 

BNP Pariha... 

M7.29 

-43.170.68 

Check 

10/17/2001 

REV 

MARATHON 

O.SPRJT-S 

V-50152 

BNPPariba... 

-21.18 

•43,191.64 

Check 

1(»24/2001 

MSP 

onwspEcno.., 

O.SnRlT-3 

V-SQ152 

BNPParibe... 

•20.90 

-43^12.74 

Check 

1/3«002 

INS 

CRAJG FEROU... 

I.SF1RIT-3 

V-50152 

BNP Pariha... 

-21.04 

-43J33.78 

Check 

3/11/2002 

FRGHT 

GRACESEALM... 

O.SPIRIT-3 

V-50152 

Banque Bru... 

•40.00 

-43273.78 

Check 

5/23/2002 

FRGHT 

ROBIN MARITI,.. 

o.spwrr-a 

V-501S2 

BNP Pariha... 

-37.<» 

•43,310.87 

Check 

7/19/2002 

FIN 

PC«T ARTHUR... 

O, SPIRIT-3 

V-501S2 

BNPPwiba... 

•62.53 

•43J73.40 

Check 

7/19/2002 

FIN 

Diamond Shamr... 

O.SPIRrT-3 

V-50152 

BNP Parlba... 

•62.53 

-43.435.93 

Check 

7/22/2002 

FIN 

TOSCO 

O.SPWIT-3 

V-501S2 

BNP Paribe... 

-62.40 

-43,498.33 

Check 7/22/2Q0a 

Total Finance Charges 

RN 

ENRCX4 

O.SPIRIT-3 

V-S0152 

BNP Parlba... 

-62.40 

-43.560.73 

•43,560.73 

•43.560.73 

Pages 
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liatZAM 

07/t6/M 

AecntalBul* 


Typ« Date Nu m Name Memo 

Lightning Charges 

Oenemt Jounurf 7/31/2001 J»O(-04 O. SPtirr-3 

Total Lightering Cheqjes 
Tota^ Cost ctf Sales 
Commissions 

Oenoral Jowrral 7/31/2001 3e-Ck*04 Aecnisd 

Oensral Jowntd 9/21/2001 

OeiwrM Joun») 9/21/2001 

Generiri Journal 9/21/2001 

OenanJ JounuU 9/21/2001 

GwwrMJoumfd 9/30/2001 Je^k-17 Reverse Aecniat 

Total CominssMms 
Hedge Gain ^Loss) 

General JoumM 7/31/2001 Actual O. SPtRIT-d 

Ormeral JouiTC^ 9/21/W01 OLYMPIA SPIRIT 3 

Gmwal Jown^ 9/21/2001 OLYMPIA 3 

General Joum^ 9/30/2001 Je^%<17 Reverse Accrual O.SPifVT-S 

Total Hedge Gain /(l^ss) 

TOTAL 


O.SPtRIT-3 
OLYMPIA SPIRIT 3 
OLYMPIA Sf^RIT 3 
OLYhfiiASPmS 
OLYMPIA SPIRIT 3 
O. SPIRIT-3 


Bayoii Supply & Trading 

Transaction Detail By t 

January 1996 through DecemI 



Class 

Split 

Amount 

Balancer 

V-50152 

Accounts R... 

.1KI.290.05 

-150590.05 



-150.290.05 

-150590.05 



.53,7M.053Jt2 

■53,784.05352 

iiiill 

Aocounm R... 
Hedge Gain... 
Hedge Gain... 
Hedge Gab)... 
Hedge 0^... 
5ales-Ob-. 

-43.145.52 

-11.660.00 

-33852 

•3050050 

-627.M 

43,145.52 

•43.14552 

-54,82552 

•55.16454 

-85,68454 

-86591.04 

•43,1«S.S2 



•43.14552 

-43.1«.52 

V-S01S2 

V-50152 

V-S0152 

V'S01S2 

/Iceounis R... 
-SPLIT- 
Hedge Gain... 
Sales-08 

•1,138.980.00 

-98656050 

-152,620.00 

1,138,980.00 

•1.138,9KI.0O 

-2.12554050 

-257756050 

•1.138,980.00 


-1,138,98050 

-1,138.980.00 

3,406,949.74 

3.406,949.74 


Pages 
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HAVERHILL Ti 
23, ARISTIDOU si] 


JADING LIMITED 
R.,PIREAS, GREECE 


COMMERCIAL INVOICE NO. 08/25/04 DATED 25.04,2001 


5AYOIL SUPPLY & TRADlNGj LlMl lED 
>.0. BOX CB 12918 
4ASSAU BAHAMAS 


FURlItaER TO OUR CONTRACT DAjTED JULY 11, 2000, ADDENDUM No2 
DATI B 18 JANUARY, 2001 


VESSjfcLNAME: MOT “SETTEBEliLO” 

B/L mTE! APRIL 19, 2001 

LOADPORT: CEYHAN, TURI^Y 

GRADE; KIRKUK CRUDE OIL 

ORI^: IRAQ 

ITY: 2,160,986 NET IlS BARRELS 

BALANCE AMO UNT DUE NOT COVERED BY 
LETTER OF CR 5DIT NR. CI284770 


QUA! 


USD 651,295.80 

payable VALUE MAY 18, 2001 AS| 
CRE HT: 

ACC JUNT NO: 


FOLLOWS: 


HAVERHILL TRADING LIMITED 
18127 


BANK 


SWIFT CODE; 



ONDENTiBANKERS TRI FST COMPANY 
280 PARK AVENUE 
NEW YORK, Nl' 10017 


OS KONTEMENIOTIS 

CTOR 


HELLENIC BAI^ GREECE 

A/C # 4409348 MBTH BANKERS TRUST COMPANY 

11, VAS. SOFIAS AVE., & MERLINE ST., PO BOX 30597 

100-33 ATHENSl GREECE 

HEBAGRAAX^ 




Permanent Subc ommittee on Investigations 

PSI staff Rpt (RPC) - FN 94 


SNT 019650 
SNT 019650 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


INVOICE No 15/07/06 dated 07.06. 2001. 

Contract dated April 26, 2001, addendum No.1 dated 26 April 2001. 


To: Bayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Baghamas 

Steamer: m/t "Astro Beta", B/L 20.05.2001 ex Al Bakr 
Discription: Basrah Light crude oil 
1.860.777 net bbis 
Amount: USD 651.271,95 

Balance amount due not covered by Letter of Credit Cl 0289010 

The above amount should be paid upon receipt of this invoice to: 
Beneficiary: Haverhill Trading Limited 
12 Promitheus str., Nicosia, Cyprus. 

Account No : 140 - 07 - 075660 - 01 
Bank: Hellenic Bank LTD 

Bank address : 92, Dhigenis Akritas Ave., PO Box 4529, 1300 Nicosia, 
Cyprus. 

Swift Code : HEBA CY 2N 

Correspondent Bank : The Chase Manhattan Bank NA. 

Address of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 
10081, USA. 

Account with Correspondent Bank : 001-1-190667 
Swift of Correspondent Bank : CHAS US 33 



Marios Kontemeniotis 
Director 


SNT 020995 


SNT 020995 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR„ PIREAS, GREECE 


INVOICE No 16/25/07 dated 25.07. 2001. 

Contract dated April 26, 2001, addendum No.1 dated 26 April 2001. 


To: Eayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Baghamas 

Steamer: m/t "Olympia Spirit", B/L 13.07.2001 ex Al Bakr 


Discfl 


Baiari 


ption: Basrah Light crude oil 


1.999.925 net bbis 
Amoiint: USD 749.971.87 


ce amount due not covered by Letter of Credit LCIM 2176336 


The above amount should be paid upon receipt of this invoice to: 
Beneficiary: Haverhill Trading Limited 
12 Prpmitheus str., Nicosia, Cyprus. 

AccoiJint No: 140 - 07 - 075660 - 01 


Bank: Hellenic Bank LTD 

Bank address : 92. Dhigenis Akritas Ave., PO Box 4529, 1300 Nicosia, 
Cyprus. 

Swift (Sode : HEBA CY 2N 

Correi >pondent Bank : The Chase Manhattan Bank NA. 

Addre ss of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 
10081, USA. 

Account with Correspondent Bank : 001-1-190667 
Swift of Correspondent Bank : CHAS US 33 


Marios 

Dfrectp 


Kontemeniotis 



SNT 022344 

SNT 022344 
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17 Apr Ql 14:11 


John Irvine 


012O688S028 


38. OI 

PhOT< 

Fax; 

T«iex; 

E-rnaii! 


tsov® str.. Moscow 127018, RuasiW 
1(7035). 289 14 ©6. 289 24 83. 219 M 01 
[709S) 978 80 71 
112378 RENK 
[r9cm*45onHne.rti 


F^X 


To: 


Fax; 

Ra: 


Att: 


Bavoil 


1713-7818377 


Baarah crudo oil 


Mr. David Chalmor. Prosic^nt 

CC. Mr.Ludmtl Dionissiev 
Mr. John Irving 


TOP URGENT 

OearElrs, 

We ae pleased to agree a new 
bbis of Basrah Light. 

We iriorm you also that we rece| 
2 OOqOOO bbIs of Basrah Light 


For 
dorlni 
In ca: 
date; 
impi 

Takln] 
m/t 
April I 
now< 

This 

1 . 


ft “Mariner'' in position Ma 
our meeting in March 30' 
of your confirmation of 
if loading and also price ti 
ement. 


ROSNEFTEIMPEX 


From: Y. Poukhov 


Pag««: a + 1 


Data: 17.04.2001 


No.: 


64/04 NS 


Cargo in May 14"'. M/T "Mariner'’ 2 000 000 


[ved confirmation from SOMO for another 
June. 


14"’ price had been agreed in Geneva 
OSP + 0,35 USD/bbI 
cArgo in June please advise your exact 
indication. You know that we always need 


into account that after loading of m/t “Majestic Unity" B/L 14.02.01, 
(llespont Paradise" 25.02,01. and m/t “Settebello" B/L 18"’ or lO'" 


lur Contract is over and it is 


mpany from our side (the name of our company is in enclosure) 


rntract or Agreement shoJl 
i/t "Stavros" B/L 3.04.01 4 
OSP 0,35 - 0.40 $/bbl. 


||n/t "Mariner" position 14"’ 
urcharge to OSP 0.35 - 0, 


necessary to conclude new contract v/ith 


d cover; 

250 000 bbis of Basrah Light surcharge 


May Basrah Light 2 000 000 bbis 
40 $/bbl, 


3. m/t “TBN" in June 2 000 ooi) bbis surcharge to OSP 0.40 $/bbl. 


Permanent SubcommiKee on lovestigations 

jreiStaffRgtigP^^FNJ? 


SNT 020929 

SNT 020929 
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17 Rpr 01 1-4:11 John Irving 


012t?688SOE8 


sen. to ou. aXs new Con... w,. new eontpen, 


' need some quantiti4 of Kfrkpk i, 


We Apect 


your urgent answer. 


m June please let us know. 


Best iegards, 


'^'Poikhov 


Enclolure: 1 page 


SNT 020930 

SNT 020930 
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1 7 Rpr- 01 1 4 s 1 I 


John Irving 


O125688S028 


p.4 


Account n 


Compani: 


Address 


Represents i' 
in Mosed v 


Bank: 


Bank addlr«; 


Correspond 

bank: 


ent 


1^69-OOOlOOn-OOOI 


CROSSOIL S.A. 


Banco General BuUdini . 
Panama, Republic of Pa rr 


ANATOLI FEDOROVBKI 


AIZKRAUKLES BANKA 


Elizabetcs icla 23» Rig4 
Tel: +371 701 56 00;Fla: 
Telex: 161 171 AIZKR 
E-mail: ba nk@ai7:krauw1i 


Reuter DcaJinfi: AIZX; 


kvww.aizkraukics.com 


BANKERS TRUST Cq 
NEW YORK. USA 

correspondent account: 
SWIFT: BKTRUS 33 


2J-SI floor, AquUino de ia Gu^ia Street, 
lama 


LV-lOlO, Latvia 

tx:+371 701 56 0I;S.WXF.T.: AIZKLV22; 
,V 

:e5;.com: Reuter Source: AIZB; 


►MPANY NEW YORK, 


04412459 



SNT 020931 

SNT 020931 
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To: H.E. the Executive Director 

RE; Contract M/09/25 with Rosimpex Russian Company (The Presidential Council) 

1 - The original contractual quantities are: 

Basrah Kirkuk Total 

4 3 7 

2- The quantities lifted up to this date are: 

4 1 5 

3- The remaining quantities are: 

2 2 

4- Rosnefteimpex company requested to change the quantity of the contract to the 
following: 

Basrah Kirkuk Total 

4 2 6 

to be lifted in April/May 2001, and to extend the validity of the contract until 05/15/2001, 
taking into consideration that the company has settled both of the surcharge amounts due 
to our embassy in Moscow as per the telephone conversation with their representative in 
Baghdad. 

Please review and advice. 


Regards, 



03/24 

Abd-al-Jalil Hammadi 

Head of Crude Oil First Marketing Department 


KHl 



Permanent Subcommittee op investigations 

PSI staff Rpt (RPC) - FN 98 
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S|ATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NQ. M/10/ fS 


Permanent Subcommittee on Investigations 

PSmaffRgt^RPC|^^ 
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StATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NCj. M/10/ tS 
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SECTION ONE 
SPECIFIC PROVISIONS 
if.O.B. CRUDE OIL SALES CONTRACT 
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FOB SALES CONTRACT 
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Article 

Article 

Article 

Article 

Article 


SecnoH Two 


Article 

Article 

Article 

Article 

Article 

Article 

Article 

Article 

Article 


Article 

Article 

Article 

Article 

Article 

Article 


One 

Definitions 

Two 

Period 

Three 

Quantity and Quality 

Four 

Price 

Five 

Reopener 

Six 

Payment 

Seven 

SOMO Standard Documentation 

Eight 

Approval of Contract 

Nine 

Special Conditions 

Ten 

Addresses 



One 

Measurement and Sampling 

Two 

Risk and Property 

Three 

Lifting Programme 

Four 

Nomination of Vessels 

Five 

Vessel Berths 
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Contract between State Oil Marketing Organization (SOMO) 

(here) inafter called SELLER) of the one part and JSC "ROSNEFTEIMPEX” 
NK li OSNEFT RUSSIA, MOSCOW (hereinafter called BUYER) of the other 
part.l 

: Whereby it is agreed as follows 


I SECTION ONE 

Wherever the General Provisions of Section Two, attached and 
here! i incorporated in this Contract, are at variance or in conflict with this 
Sect^ 3n One, the provisions of Section One shall govern. 

ARTICLE ONE 


' As used in this Contract, unless otherwise provided, the following 
wor4s and terms shall have the following meanings 

Barrl 1 means forty-two (42) U.S. Oatlons at sixty degrees 

(60' ) Fahrenheft and at normal atmospheric pressure. 


Barrt 1 per 
Day ^/d) 


means a period of twenty-four (24) running hours 
Conuuencing at 00.01 hours local lime at the port 
of loading. 

means the average number of barrels of crude oil 
supplied during a calendar day as defined above. 



means "Free on Board" as referred to In the ICC 
Incoterms 1990. 

The currency of the United States of America. 
The currency of the European Union 

means Gregorian Calendar month commencing 
at 00.01 hours local time at the port of loading 
on first day of the month. 

means a period of tluee (3) consecutive moutJis 
Begirming on a 1 " January or a 1 " April or a 1 *' 
July or a 1 “ October. 
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Year) 

Api iiravity 

scRi^se 

scrIhii 

SCK 1143 

SCR:11S3 

SCR' 1210 

SCR' 1242 

SCr'i281 

SCR 1302 

SCr!i330 

SCrIi360 
661 Committee 

Procldures 

Overi leers 

Insp4 :tors 


means a Gregorian Calendar Year. 

means scale adopted by the American 
Petroleum Institute for expressing the specific 
Gravity of crude oil. 


means Security Council resolution 986 (1995) 
of 14 April 1995. 

means Security Council resolution 1111 (1997) 
of 4 June 1997. 


means Security Council resolution 1143 (1997) 
of 4 December 1997. 


means Security Council 
of 20 February 1998. 


means Security Council resolution 1210 (1998) 
of 24 November 1998. 

means Security Council resolution 1242 (1999) 
of21 May 1999. 

means Security Council resolution 1281 (1999) 
Of 1 0 December 1 999. 

means Security Council resolution 1302(2000) 
of 8 June 2000, 

means Security Council resolution 1330 (2000) 
Of 5 December 2000. 

means Security Council Resolution 1360 (2001) 
means the Security Council Committee 
established by Security Council Resolution 661 
(1990). 

means the procedures to be employed by the 
661 Committee (United Nations document 
S/1996/636, dated 8 August 1996), 
means the independent experts in international 
Oil trade appointed by the Secretary-General of 
The United Nations pursuant to SCR 986 and 
the procedures. 

means the independent oil inspection agents 
Appointed by the Secretary-General pursuant 
to SCR 986. 


2 
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ARTICLE TWO 


1 . ' Subject to Article Eight below, this Contract shall become effective 

I on the l®’^ day of August, 2001, and shall continue thereafter until 
the 30'” November 2001, unless renewed by mutual agreement. 

7 . ‘ The ultimate consumer of the crude oil sold under this Contract 

^ shall be Refineries in Europe and/or U.S.A. 

I Any change in the destination is subject to the prior approval of 
; Seller. 


ARTICLE THREE 

QUANTITY AND OOAHTY : 



1. SELLER undertakes to sell and deliver FOB and BUYER 
undertakes to purchase, receive and pay for the following:- 

Tvoe of Crude Quantiiy Port of Loading 

KIRKUK 7,000,000 BBLS CEYHAN 

BASRAH LIGHT 1 0,000,000 BBLS AL BAKR 


2. The quality of the crude oil shall be the standard export quality 
available at the port of loading from time to time. 


3. 


Quantities shall represent contracted quantities or number of 
barrels per day contracted multiplied by the number of days of 
the relevant period stipulated in sub Article 2. 1 


4.' 


Quantities shall be lifted as evenly as possible over the course 
of such delivery period in lots of approximate barrels and as 
will be agreed between BUYER and SELLER. 


S. Quantities lifted under allowed operational vessel slippage shall 
be deemed as par t of Uie coiiuucled 4 uanlities of the period. 


S 
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6. In case when SELLER, for reasons technical or otherwise that 
are beyond his control, is unable to meet his full contractual 
commitments, SELLER shall have the right to reduce the 
contracted quantities for the duration of the period when such 
circumstances shall prevail. SELLER shall advise BUYER as 
soon as possible before the beginning of any period during 
which supplies to all buyers are to be reduced. 

7. in no event shall any loading start beyond the 30"' of 
November, 2001, unless the Security Council has authorized 
sales beyond that date. 
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gBlcj: 


ARTICLE FOUR 


jrhe price(s) of the crude oil to be delivered under this contract 
shall be as followsr- 


TYPE OF CRUDE 

KIRKUK 
BASRAH LIGHT 


API PORT OF LOADING 

36.00 CEYHAN 

34.00 ALBAKR 


Price Mechanism in EURO per Barrel FOB 



SOM 


Price shall be the standard SOMO price as agreed upon between 
O and the United Nations from liiiic to time. 



5 
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REOffENER; 


ARTICLE FIVE 


Each party shall have the right not later the 1 5'" day of any month 
to request a review of the pricing mechanism of this Contract. 

If following o request for a review, the parties are unable to agree 
withij r a period of ten (10) days from the date upon which such request 
I nade, either party may elect to terminate ftis Contract by serving 
writtiin notice of phase-out to the other party and termination shall be 
cffcdive at tlte end of the month following the month during which dje„ 
notici! of termination has been received. 

But if the parties are able to agree wiffifn^e above mentioned ten 
(10) ;|day5 period, any agreed upon odjustment to the pricing mechanism 
shallipe subject to the approval of the 661 Committee. 

However, of such approval has not been granted by the 661 
Comi nittce, this Cuali act shall be considered as terminated as of the end 
of tlje month following the month during which the above mentioned ten 
(lO)ilays period ends unless the parties agree otherwise. 

In case of Contract termination under any of the above mentioned 
evenb, this Contract shall remain in full force and effect at the pricing 
mechanism applicable in accordance with this Contract terms and 
conditions up to the effective date of termination and such termination 
shall' not affect the parties’ rights and obligations therefrom, unless the 
partiiis agree otherwise during the period prior to the effective date of 
termination. 


6 
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PAYMENT: 


ARTICLE SIX 


|BUYER shall establish in respect of each shipment lifted under this 
Contract an irrevocable documentary letter of credit issued by a 
bank acceptable to Banque Nationale de Paris, S.A. (“BNP”)for 
confirmotion, in the form set out in Appendix I hereof. 


2 . 


In all cases, the Letter of Credit shall be established, confirmed and 
accepted at least seven (7) days prior to loading date. 



BUYER irrevocably undertakes that ps^trcKTfbr each cargo of 
crude oil lifted shall be made out of the proceeds of the confirmed 
Letter of Credit directly to United Nations Iraq Account Euro sub 
account account number 0200-201752-002-05 established by the 
Secretary-General of the United Nations, pursuant to paragraph 7 
of SCR 986, at BNP (New York Branch) (hereinafter “United 
Nations Iraq Account Euro sub Account”), upon presentation to 
BNP of the documents required by the Letter of Credit, including 
but not limited to the Commercial Invoice and the Bill of Lading. 


3. 

4. 


All charges within Iraq are for SELLER, whereas all charges 
outside Iraq are to be borne by BUYER. 

Unless otherwise provided herein, payment shall be made not later 
than thirty (30) days from B/L date, in same date funds. 



If payment falls due on a Saturday or Bank holiday other than 
Monday in the place where payment is to be made then payment 
shall be made on the last preceding banking day. If payment falls 
due on a Sunday or a Monday Bank holiday in the place where 
payment is to be made then payment shall be made on the next 
succeeding banking day. 


7 
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ARTICLE SEVEN 

SOMO STANDARD DOCUMENTATION: 


Bill of Lading 
Certificate of Origin 
Certificate of Quality and Quantity 
Loading Time Sheet 
Ullage Report 

Master’s Receipt for Samples 
Distribution of Documents 


9 (3 orig. & 6 copies) 

4 

4 

4 

4 

4 

4 


Two sets of documents are handed to Master, one being for 
consignee. SELLER shall advise BUYER by telex or cable within 
forty eight (48) hours following each loading with the following 
details:- 

(a) Vessel’s Name . 

(b) Loading Pott . 

(c) Commenced loading Date. 

(d) Completed Loading Date. 

(e) Sailing Date . 

(f) Gross and net quantities in metric tons, long tons and 
U.S. barrels. 

(g) API Gravity. 


ARTICLE EIGHT 
APPROVAL OF CONTRACT : 

This Contract is subject to the approval of the Overseers on 
behalf of the 661 Committee. Such approval shall be obtained in 
accordance with the Procedures, utilizing the form set out in 
Appendix II hereof. 


ARTICLE NINE 
SPECIAL CONDITIONS : 

1 . Loading of any shipment of crude oil shall be subject to the 
authorization of the Inspectors at the port of loading. The 


8 
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Inspectors shall also have the authority to stop the loading if 
they determine that there is any evidence of irregularity. 

2. Notwithstanding Sub Article 4-3 of Section Two of this 
Contract, the accepted date of arrival of the vessel at the loading 
ports shall be fixed on a one (1) day range. All related Articles 
of Section Two of the Contract will read to that effect and 
conformity. 

3. Notwithstanding Sub Article (6-5) of Section Two of this 
Contract SELLER shall be allowed as laytime at A1 Bakr 
Terminal as follows 

Laytime fhrst 

36 
54 
65 

All related Articles of Section Two of the Contract will 
read to that effect and conformity. 

4. In addition to the events specified in Sub Article 6-6 of Section 
Two, any time consumed due to the Inspectors prohibiting 
loading shall not count as used laytime. 

5. Tliis Contract shall terminate forthwith in the event that the 
Security Council terminates the authorization to import 
petroleum or petroleum products originating in Iraq. 

6. Assignment of the rights or obligations of the SELLER or 
BUYER shall be subject to the approval of the 661 Committee. 

7. Any claims from BUYER under Sub Article 1-3 or Article 
Seven of Section Two, and any analyses carried out under Sub 
Articles 1-5 and 1-6 of Section Two, shall copied to the 
Overseers. Payments or other awards under Article Thirteen of 
Section Two, in respect of claims under Articles one and Seven 
of Section Two are subject to the approval of the 661 
Committee. Any sum to be paid by BUYER in settlement of a 
dispute under Article Tlutteen of Section Two relating to the 
proceeds of the sale of crude oil under this Contract shall be 
paid by BUYER directly to the United Nations Iraq Account, 
Euro sub account. 


Vessel DWT (MTi 

Up to 129 999 
130 000-199 991 
Over 200 00] 
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8. Payments to SELLER under SUB Article 5-5 and Sub Article 6-7 of 
Section Two, and any other Payments or awards under Article Thirteen of 
Section Two. are subject to the approval of the 661 Committee. 

9. This Contract shall be subject to SCR 986, SCR 1111, SCR 1143 SCR 

1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302. SCR 1330, SCR 
1 360, the Procedures and the Memorandum of Understanding between the 
Secretariat of the United nations and the Government of Iraq on the 
implementation of SCR 986 (United Nations document S/1996/356, dated 
20 May 1996). 


ADDRESSES: 


ARTICLE TEN 


In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses below;- 


‘ FOR SELLER: 

STATE OIL MARKETING ORGANIZATION 
P.O.BOX 5118 
; BAGHDAD -IRAQ 

i TELEX ; 212198-212199 SOMO IK 
I TELEPHONE: 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX : 964-1-8853925 

I F.QR BUYER : 

i JSC “ROSNEFTEIMPEX” NK ROSNEFT 
! 38, OBRAZTSOVA STR. MOSCOW 127018, RUSSIA 
PHONE ; (7095), 289 14 96 - 289 24 63, 219 26 01 
FAX; (7095)979 6071 
I TELEX ; 612378 RENK 
MOBILE PHONES; 007095- 1047900 - 7607652 


! FOR OVERSEERS 

; UNITED NATIONS, NEW YORK. U.S.A. 

FAX : 212-963- 1628 

11 otier terms and conditions as per (Section Two) General conditions of F.O,B. crude 
oil sa( es contract No, M/08/85 dated 4/7/2000 and attached apjiendices 1 & 2 . 

’ This Contract has been done and signed on the /4/*day of July, 2001 . 


FOR SELLER 


EXEG 


SADDAM Z. HASSAN 
UTIVE DIRECTOR GENERAL 
SOMO 


FOR BUYER 



SERGEY ISSAKOV 
ADVISER TO GENERAL DIRECTOR 


I 

I 


JO 
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In the Name of God, Most Gracious, Most Merciful 


To: The Financial Department No.; KHl 

From: Crude Oil First Marketing Department Date: Rabi’ II, 1422 Hijri 

Equivalent to: 07/18/2001 

RE: Contract M/09/25 & M/10/15 with Roseneftimpex Russian Company 

In addition to our memorandum dated 05/14/2001, we have signed a contract on 
07/14/2001 with the aforesaid buyer to supply crude oil as per the following terms: 

1- Name of Company Buyer: Rosnefteimpex Russian Company 

2- Validity of Contract: From 07/01/2001 till 07/31/2001 (contract M/09/25} 

From 08/01/2001 till 11/30/2001 (contract M/ 10/1 5) 

3- Quantity & Quality: (20) million barrels divided as follows: 

(8) million barrels of Kirkuk crude oil; (1) million barrels belong to contract 
M/09/25 

(12) million barrels of Basrah light crude oil; (2) barrels belong to contract 
M/09/25 

4- Destination of Crude Oil: Europe and / or America 

5- Pricing Formula: As per the standard rate of Kirkuk crude oil and Basrah light crude 
oil for the above-mentioned destinations 

6- Approval of the United Nations; S/AC.25/2001/OIU1 360/COMM dated [blank] 

7- Address; 

JSC “ROSNEFTEIMPEX” NK ROSNEFT 
38, OBRAZTSOVA STR. MOSCOW 127018, RUSSIA 
PHONE: (7095) 289 1496 - 289 2463, 219 2601 
FAX: (7095) 9779 6071 
TELEX: 612378 RENK 

MOBILE PHONES; 007095 - 1047900 - 7607652 

8- Point of Contact: Mr. Sergy Issakov 

9- Payment & Other Terms: as per the standardized formula of the crude oil supply 
contract and L/C. 

Please be informed and act accordingly. 


Abd-al-Jalil Said Hammadi 

Head of Crude Oil First Marketing Department 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC)-FN 108 




Saddam Zeben Hassan 
Executive Director 
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UNITED NATIONS NATIONS UNIES 

SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/2001/OIL/1360/OC.19 24 July 2001 


TO: “ROSNEFTEIMPEX” NK ROSNEFT 
RUSSIAN FEDERATION 

FROM: THE OIL OVERSEERS . 

UNDER SECURITY COUNCIl/ 

' RESOLUTION 986 (1995)» L 

FAX NO.: on -7095-979-607 ‘■'iJ 

FAX NO.: (212)963-1628 

ATTENTION: Mr. Sergey ISSAKOV 

REF.: OIL-FOR-FOOD ARRANGEMENT 

TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 


Re: Contract Number; M/10/15 UN REF: S/AC.25/2001/O1L/1360/COMM.15 

Between: SOMO and “ROSNEFTEIMPEX” NK ROSNEFT 
Date of Receipt; 20 July 2001 

Quantity: 7,000,000 bbis 

Quality: Kirkuk 

Pricing Formula: European and/or US Markets 
Port of Loading: Ceyhan 

Quantity; 10,000,000 bbIs 

Quality: Basrah Light 

Pricing Formula: European and/or US Markets 
Port of Loading: Minaal-Bakr 


FURTHER TO YOUR ABOVE REFERENCED APPLICATION FOR APPROVAL OF 
THE OIL CONTRACT, PLEASE BE ADVISED THAT THE APPLICATION HAS BEEN 
APPROVED BY THE SECURITY COUNCIL COMMITTEE ESTABLISHED BY 
RESOLUTION 661 (1990) CONCERNING THE SITUATION BETWEEN IRAQ AND 
KUWAIT 


SI APPROVED 


cc: 

SOMO 

BNP 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 


Permanent Subcommittee on Investigations 

PSl staff Rpt (RPC)-FN 110 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


To; Bayoii Supply and Trading Limited 

Att,: Mrs. Jean Johnston , 

CC. : Mr. Ludmll Dionissiev 


«Mag 

21.08 


Best 


Y.Pd 


Herebelow we are sending to you final invoices No. D3/.1 7/08-fof m/t 
de(ain8» B/L 17.08.01 and No. 04/17/08 for m/t «Stena Convoy»’ B/L 
. 2001 . . ... 


regards, 

[ukhov 



Permanent Subcommittee on Investipations 

PSIStaffRgtj^RPO-FNm 


SNT 023706 
SNT 023706 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


INVOICE No 04/17/08 dated 17,08. 2001 . 

Contract dated July 19th, 2001, addendum No.1 dated July 19th 2001. 


To: iayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Bagl amas 

Stea Her: m/t "Stena Convoy", loading ex Al Bakr 19-20’^ August 2001 


Pisci|iDtion: Basrah Light crude oil 
SOOtOOO net bbis ^ S' 
AmoKjint: USD 750.000.00 
Balal 


■r? 










ce arnount due not covered by Letter of Credit CI0305220 

The ibove amount should be paid upon receipt of this invoice to: 
Benmolarv: Haverhill Trading Limited 


12 P|omitheus str., Nicosia, Cyprus. 
Accdbnt No : 140 - 07 - 075660 - 01 


Banro Hellenic Bank LTD 


BanWaddress : 92, Dhigenis Akritas Ave., PO Box 4529, 1300 Nicosia. 


Cyprus. 


Syyifti 


i ppde : HEBA CY 2N 


Correspondent Bank : The Chase Manhattan Bank NA. 

Address of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 


10081!, USA. 

Accoijnt with Correspondent Bank : 001 -I *190667 




of Correspondent Bank : CHAS US 33 


Marldfe Kontemeniotis 
Direcj br 




Permanent Subcommittee oo Investigations 

PSmaffRgtjiRPC^-FPnO 


SNT 023712 

SNT 023712 
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BAi^iL Rosnefteimpex, Moscow 

ATTN Mr. Marios Kontemeniotis 

FAX; 7095 979-6071 

CC: Mr. Y. Poukhov 


FROM: Jean Johnston 

DATE: September 13, 2001 

REF: “Magdelaine” - B/L August 1 5, 200 1 

“Stena Convoy” - B/L August August 21, 2001 
“Hellespont Capitol B/L August 6, 2001 


Dear Sirs; 

With reference to your faxed invoices of today, please be advised following 
payments have been made: 

Magdelaine (Your invoice no. 03/17/08) US$716,933.25 - value August 20, 2001 
Stena Convoy (Your invoice no. 04/17/08) US$683,50i.25 - value Aug. 22, 2001 

Hellespont Capitol (Your invoice no. 07/27/08) US$150,000.00 - will be paid 
value September 14, 2001. 

Also, please find attached copy of L/C amendment covering Stena Convoy. This 
error was made by the bank and corrected immediately. 

Grateful if you could please advise Mr. Poukhov that Mr. Ludrail Dionissiev has 
been stranded in Halifax, Canada due to the re-routing of his flight from London 
to Houston on Tuesday, September 1 1. We have no definite information as to 
when he will be able to fly out from Canada and communication is very limited. 

Best regards, 

Jean Johnston 

For and on behalf of 

Bayoil Supply & Trading Limited 


BAYai SUPPLY S TRADING UMITED 


P.O. BOXC812918 NASSAU’BAHAMAS 242 362 4731 


Permanent Subcommittee on Investigations 


FAX: 242 362 4733 IIX: 20644 


SNT 023693 
SNT 023693 
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38, Obraz 
Phone; (7 
Fax: (7 

sova str., Moscow 127018, Russia 
)95), 283 14 96, 289 24 63, 219 26 01 

195)979 60 71 

ROSNEFTEIMPEX 

Talmc 61- 
E-mail; ra 

Faj 

378 RENK 
:ms@online.ru 

c 



To: 

Bavoll 

From: 

Y. Poukhov 

Fax: 

1713-224 8101 

Pages; 

1 

Re: 

M/t cHellespont Capitols B/L . 
02.11.2001 

Date: 

26.11.01 

Att: 

Mrs. Jean Johnston 

No.; 

205/11 NB 


CC. 


Dear Jejan! 

We are preparing invoice for above cargo. As soon as price differences are clear 
we will present respective invoice. But you are kindly requested to amend L/C No. 
Cl 031, i390 mentioning that shipment to be effected latest November 2'"' 

Octobe r 3 1 ,200 1 . We inform you that 1 ,000,000 bbls has been loaded as per 
Contract No. M/10/23 a nd the rest of the quantity as per Contract No. M/IO/15 

Many tlianks. 


instead of 


Best regards, 



Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC)-FN 114 


SNT 025304 
SNT 025304 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


INVOICE No 02/17/08 dated 17.08. 2001. 


cd 


ntract dated July 19th, 2001, addendum No,3 dated July 25th 2001. 


To: Bayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Bagtiamas 

Steamer: m/t "Stena Companion", B/L 01.08.2001 ex Al Bakr 


Disdiption: Basrah Light crude oil 


200.000 net bbis 
Amotinf. USD 75.000.000 


Balance amount due not covered by Letter of Credit LCIM 2183940 

The above amount should be paid upon receipt of this invoice to: 
Beneficiary: Haverhill Trading Limited 


Ph 


12 
Accoji 


omitheus str., Nicosia. Cyprus. 
bnt No : 140 - 07 - 075660 - 01 


Bank 


Bank 


Swifc 


. Hellenic Bank LTD 

address : 92, Dhigenis Akritas Ave., PO Box 4529, 1300 Nicosia, 


s. 

Code : HEBA CY 2N 
spondent Bank : The Chase Manhattan Bank NA. 


Address of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 


10081, USA. 

Account with Correspondent Bank : 001-1-190667 


of Correspondent Bank : CHAS US 33 



Permanent Subcommittee on Investigations I 

PSI StaffRptCRPO-FNllsi SNT 023554 

SNT 023554 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


INVOICE No 10/13/09 dated 13.09. 2001. 


C<b 


ntract dated July 19®’, 2001, addendum No.1 dated July 19th 2001. 


Discrl 


To: Bayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Bagraamas 

Steamer: m/t "Maadelalne". B/L 15.08.2001 ex Al Bakr 


totion: Basrah Light crude oil 


1.911,822 net bbis 
AmoiJnt: USD 716, 933,25 


Balance amount due not covered by Letter of Credit Cl 0305210 
The groove amount should be paid upon receipt of this invoice to: 
Beneticiarv: Haverhill Trading Limited 
12 Prpmitheus str., Nicosia, Cyprus. 

Acco4nt No : 140 - 07 - 075660 - 01 


Bank 


Bank:! Hellenic Bank LTD 

address : 92, Dhigenis Akritas Ave., PO Box 4529, 1300 Nicosia. 


Cyprus. 

Swift Code : HEBA CY 2N 


Correspondent Bank : The Chase Manhattan Bank NA. 


Addrebs of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 


10081 


Account with Correspondent Bank : 001-1-190667 


USA. 


Swift of Correspondent Bank : CHAS US 33 


Marios Kontemeniotis 
Directcr 



SNT 023698 
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HAVERHIUL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


INVOICE No 12/13/00 dated 13.09. 2001. 


Contract dated July 19”', 2001, addendum No.1 dated July 19th 2001, 


To: Bayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Bagnamas 


Stei 

Di§< 


ner: m/t "Stena Convoy", B/L 21.08.2001 ex Al Bakr 
^lotion: Kirkuk crude oil 
1 .822,670 net bbis 
Amdunt: USD 683, 501,25 

Balance amount due not covered by Letter of Credit Cl 0305220 
Thelabove amount should be paid upon receipt of this invoice to: 
Berteticiarv: Haverhill Trading Limited 
12 Kromitheus str., Nicosia, Cyprus. 

Account No : 140 - 07 - 075660 - 01 
Ban Hellenic Bank LTD 

Ban < address : 92, Dhigenis Akritas Ave., PO Box 4529, 1300 Nicosia, 

Cyp us. 

Sw!1t Code : HEBA CY 2N 

Correspondent Bank : The Chase Manhattan Bank NA. 

Address of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 
10031, USA. 

Aco aunt with Correspondent Bank : 001-1-1 90667 
SwU t of Correspondent Bank : CHAS US 33 


Marios Kontemeniotis 

Dlr^or 



SNT 023700 

‘^MT n937nn 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


c4 


INVOICE No 14/20/09 dated 20.09. 2001. 

ntract dated July 19’^ 2001, addendum No.1 dated July 31^‘, 2001. 


To: Hayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Baghamas 

Steamer: m/t "Settebello", B/L 25.08.2001 ex Al Bakr 


Discription: Basrah Light crude oil 


150.000 net bbis 
Amount: USD 56, 250,00 


Balarjce amount due not covered by Letter of Credit DOC - 622023-63 
The i bove amount should be paid upon receipt of this invoice to: 

Bene Iclarv: Haverhill Trading Limited 
12 Promitheus sir., Nicosia, Cyprus. 

Account No : 140 - 07 - 075660 - 01 


Bank 


Bank 


Cypn)! 

Swift 


Switt 


Hellenic Bank LTD 

address : 92, Dhigenis Akritas Ave., PO Box 4529, 1300 Nicosia, 


s. 

Code: HEBA CY 2N 


Correspondent Bank : The Chase Manhattan Bank NA. 


Address of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 


10081, USA. 

Account with Correspondent Bank : 001-1-190667 


bf Correspondent Bank : CHAS US 33 


Mario s Kontemeniotis 
Director 



SNT 024006 
.c;mt no^nnR 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


Cd 


INVOICE No 18/01/10 dated 01.10. 2001. 

ntract dated July 19**’, 2001, addendum No.3 dated July 31 2001. 


To: Bbyoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Baghamas 

Steaner: m/t "Sahara", B/L 08.09, 2001 ex Al Bakr 


Discr 


ption: Basrah Light crude oil 


Bank: 


Bank 


CyprL| 

Swift 


Correl 


Swift 


2. 356, 360 net bbis 
Amot nt: USD 883. 635,00 

Baiarce amount due not covered by Letter of Credit Cl 0305210 
The above amount should be paid upon receipt of this invoice to: 
Ben eficiary: Haverhill Trading Limited 


12 Prjmltheus str., Nicosia, Cyprus. 
Account No: 140 - 07 - 075660 - 01 


Hellenic Bank LTD 

[ address : 92, Dhigenis Akritas Ave., PO Box 4529, 1300 Nicosia, 


IS. 


Code: HEBA CY 2N 


Bpondent Bank : The Chase Manhattan Bank NA. 


Address of Correspondent Bank : 1 Chase Manhattan Plasa. New York, NY 


1008’ , USA: 

Account with Correspondent Bank : 001-1-190667 


bf Correspondent Bank : CHAS US 33 



SNT 022658 

■SNT 029668 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


INVOICE No 22/09/10 dated 09.10. 2001. 

Contract dated July 19'^. 2001, addendum No.3 dated July 31®*, 2001. 


To; Elayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 

Bagt amas 

Steamer: m/t "Noto", B/L 15.09. 2001 ex Al Bakr 
Disci iptlon; Basrah Light crude oii 
1.990, 489 net bbls 
Amount: USD 746. 433,38 

Balance amount due not covered by Letter of Credit Cl 0309470 
The above amount should be paid upon receipt of this invoice to; 
Beneficiary: Haverhill Trading Limited 
12 Pi'omitheus str., Nicosia, Cyprus. 

Account No : 140 - 07 - 075660 - 01 
Bank : Hellenic Bank LTD 

Bank address : 92, Dhigenis Akritas Ave., PO Box 4529. 1300 Nicosia. 
Cypnjs. 

Swift i Code : HEBA CY 2N 

Correspondent Bank : The Chase Manhattan Bank NA. 

Address of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 
10081, USA. 

Acco int with Correspondent Bank : 001-1-190667 
Swift of Conrespondent Bank: CHAS US 33 



SNT 024141 
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HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


INVOICE No 26/31/10 dated 31.10. 2001. 

Corftract dated July 19'*'. 2001, addendum No.4 dated September 20" 

2001. 


To: B^yoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Baghamas 

Steanjer: m/t "Olympia Spirit", B/L 09.10. 2001 ex Al Bakr 


Discriptlon : Basrah Light crude oil 
586, 824 net bbis 
Amouht: USD 1. 021,795,48 

;e amount due not covered by Letter of Credit Cl 0312210 
ove amount should be paid upon receipt of this invoice to: 
ciary: Haverhill Trading Limited 


Balanpi 
The 
Benefl 


12 Prc mitheus str., Nicosia, Cyprus. 
Account No: 140 - 07 - 075660 - 01 


10081 

Accou 


Bank: Hellenic Bank LTD 

Bank address : 92, Dhlgenis Akritas Ave., PO Box 4529, 1300 Nicosia, 


Cypru ;. 

S\A/ift Code: HEBA CY 2N 


Correspondent Bank : The Chase Manhattan Bank NA. 


Address of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 


USA. 

ht with Correspondent Bank : 001-1-190667 


Swift of Correspondent Bank : CHAS US 33 



SNT 024624 

SNT 024624 



681 


HAVERHILL TRADING LIMITED 
23, ARISTIDOU STR., PIREAS, GREECE 


INVOICE No 29/26/1 1 dated 26.1 1 . 2001 , 

Ccjntract dated July 19'*', 2001, addendum No.5 dated September 28® 

2001. 


To: Bayoil Supply and Trading Limited P.O.Box CB 12918, Nassau, 
Baghamas 


Stearrjer: m/t "Hellespont Capitol", B/L 02.1 1 . 2001 ex Al Bakr 


Discription : Basrah Light crude oil 
T^O, 523 net bbis 


Amou 


ht: USD 769. 472, 28 


Accou 


Bank 


Bank 


Cyprus. 
Swift 3ode: 


Balance amount due not covered by Letter of Credit Cl 0315390 
The apove amount should be paid upon receipt of this invoice to: 
Beneficiary: Haverhill Trading Limited 


12 Pnpmitheus str., Nicosia, Cyprus. 


nt No: 140 - 07 - 075660 - 01 


Hellenic Bank LTD 

[address : 92, Dhigenis Akritas Ave., PO Box 4529, 1300 Nicosia, 


HEBA CY 2N 


Correspondent Bank : The Chase Manhattan Bank NA. 


Address of Correspondent Bank : 1 Chase Manhattan Plasa, New York, NY 
10081, USA. 

Account with Correspondent Bank : 001-1-190667 
Swift pf Correspondent Bank : CHAS US 33 



SNT 025301 

■SNT 02.5301 
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ii;4tAM Bayoii Supfrfy& Trading, Lt^. 

ansM Transaction Detail By Account 

AeenMtBtcit January 1985 through December 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

Split 

Amount 

Balance 

koet Sates 










Sties • Oil Products 









Depo^ 

9/25.G001 

REV 


V/U.EROM/WK... 

S.COM’ANIO... 

V-50160 

BNP Pariba... 

11.878,439.27 

11.878,43927 

Deposit 

9/27/2001 

REV 


KOCH PETRO..- 

S.COMPANIO... 

V-S0160 

BNP Pariba... 

4.579.171.63 

16,457,61090 

D^xislt 

8/27/2001 

REV 


VALERO hWlK... 

S. CompeniMi-3 

V-50160 

BNP Pariba... 

-14,052.57 

16,443.556.33 

0^)0^ 

9/2&^1 

REV 


VALERO MWtK... 

S.COMPANIO... 

V-50160 

BNP Pariba... 

9,485.693.43 

25.929251.76 

De^K 

8/28/2001 

REV 


KOCH PETROL... 

S.COMPANIO... 

V-50160 

BNP Pariba,.. 

7.547,388.32 

33,476,640.08 

Gertetsi Journal 

^300001 

Je-Ck-12 

VALERO MARK... 

S. CotTtpanion>3 

V-50160 

Accounts R... 

219,144 98 

33.895,785.06 

General Journal 

9/3{V2001 

Je-Ck-12 

Exxon 

S. Cwnpanlon-3 

V-S01SO 

Accotmls R... 

8,974,329.85 

42.6TO, 114.91 

General Journal 

9/M/2001 

Je-ai-12 

PREMCOR 

S. Companion-3 

V-S0i60 

Accounts R... 

3,333.443.05 

46.003,557.96 

D^wsit 

11/16/2001 

rev 


PREMCOR 

S.COMPANIO... 

V-S0160 

BNP Pariba... 

3.214.271.32 

49,217,829.28 

Owmat Joumid 

11/30/2001 

Je-Ck-20 

I^EMCOR 

S.COMPANIO... 

V-50160 

-SPLIT- 

-3,333.443.05 

45.884,3^.23 

General Journal 

11/302001 

Je-Ck*20 

PREMCOR 

8. COMPANIO... 

V-50160 

Sales - Oil ... 

•154,012.63 

45,730.373.60 

Gwteral Journal 

12G1/2001 

J»<;k-55 

Reverse Accrual 

S. Catnp8nion-3 

V-50160 

-SPLIT- 

-3.060.258.69 

42,670,114.91 

Total Sales • Oil Products 







42.670.114.91 

42.670.114.91 

‘o(al OrwK Sales 








42,670,114.91 

42,670,114.91 

^st of Sales 










Broicer Comm 










CtMKie 

10/29fi!001 

1363 


ARC OH.. UC 

S.COMPANIO... 

v-sai6Q 

Cash - Well... 

-500.00 

•500.00 

Owelt 

10/29/2001 

1383 


ARC OL. Lie 

S.COMPANIO... 

V-50160 

Cash • Well... 

-500.00 

-1,000.00 

Check 

icwg^rooi 

1363 


4«C OIL. U.C 

S.COMPAhOO... 

V-S0160 

Cash • Wen... 

-250.00 

-1250.00 

Check 

10/29/2001 

1363 


ARC OIL. UC 

S.COMPANIO.. 

V-50160 

Cash - Wall... 

-250.00 

-1,500.00 

Check 

10729/2001 

1363 


ARC OIL. UC 

S.COMPANIO... 

V-50160 

Cash - Well... 

-250.00 

-1,750.00 

Ctw<^ 

12««Q01 

1387 


EOIO ENERGY 

S.COMAPtdO... 

V-50160 

Cash - WeK... 

-250.00 

•2,000.00 

Check 

12/5/2001 

1387 


BOIO ENERGY 

S.COMM^NIO... 

V-S0160 

Cash-WsK... 

-250,00 

•2250-00 

General Journal 

12/31/2001 

JE-UI/38 

SYNTEXEhCRGY 

S.COMPANIO... 

V-S0160 

Broker Comm 

■2,340.00 

-4,590.00 

Check 

1/14/2002 

1396 


SYNTEXENERGY 

S.C0MPAt«O... 

V-S016D 

Cash-W^... 

-500.00 

-S.O9G.00 

Oteek 

1/14/2002 

1396 


SYNTEXENERGY 

S.COMPAMO... 

V-$0160 

Cash - Wen... 

-250.00 

•5,34090 

Check 

1/14/2002 

1396 


SYNTEXENERGY 

S.COMPANIO... 

V-50160 

Cash -Wen... 

-25000 

•5.59090 

Chedr 

1/14/2002 

1396 


EWTEXENERGY 

S.COMPANO... 

V-50180 

Cash 'WeK... 

-2^.00 

-5,840.00 

Check 

1/14/2002 

1396 


SWTEkXNERGY 

STOMPMIO... 

V-50160 

Cash - WeK... 

-250.00 

•6.090.00 

Check 

1/14«002 

1400 


SYNTEXENERGY 

S.COMPANK>... 

V-S0160 

Cash • Well... 

-590.00 

-6,680.00 

Cheek 

1/14/2002 

1400 


SYNTEXENERGY 

S.COMPAMO... 

V-50160 

Cash -Walt... 

-500.00 

-7,180.00 

Check 

1/14/2002 

1400 


SYNTEXENERGY 

S.COMPANIO... 

V-50160 

Cash -Well... 

-500.00 

-7,680.00 

Check 

1/14/3002 

1400 


SYNTEXENERGY 

S.COMPANIO... 

V-50160 

Cash 'Wall... 

-500.00 

•8,180.00 

Check 

1/14fiM>02 

1400 


SYNTEXENERGY 

S.COMPANIO... 

V-50160 

Cash - Well... 

-250.00 

-8,430.00 

Check 

1/31/2002 

1415 


UNITED CRUO... 

S.Companion-. . 

V-S0160 

Cash 'Well... 

-250 00 

•8.680.00 

Check 

1/31/2002 

1415 


UNITED CRUO... 

S.Compartion-... 

V-50160 

Cash • Well... 

•125.00 

-8.»».00 

Check 

1/31/2002 

141S 


UNITED CRUO... 

S.Companion-... 

V-50160 

Cash • WeH... 

-250.00 

-9,055.00 

General Journal 

2/28/2002 

JE-LHA32 

SYNTEXENERGY 

$ COMPANIO.. 

V-S0160 

Broker Comm 

2,340.00 

-6,715.00 

Total Broker Comm 







•6,715.00 

•6,719.00 

Secondary Chgs. 









General Journal 

7/31/2001 

JeCk-02 

Accrual 

S. Companion-3 

V-50t60 

Estimated ... 

121.969.93 

121^.93 

General Journal 

9/30/2001 

Je<k-12 

Accrual 

S. Companion-S 

v-soteo 

Accounts R... 

>121.969.93 

0.00 

General Journal 

12/31/2001 

JeCbSS 

Reverse Accrual 

S. Cotnpanion-3 

v-50160 

Sales • Oil ... 

24,713.00 

24,713.00 

Total Secondary Chgs. 







24,713.00 

24,71390 

Exchange gain/loss 









Check 

8G0/2O01 

PYMNT 

UNITED NATIO... 

S.COMPAhSO... 

V-50160 

BNP Pariba... 

•21,364.30 

•21,354.30 

Total Exchange gain/loss 







-21,354.30 

-21,354,30 

Demurrage @ Lighter 









General Journal 

9/30/2001 

Je-Ck.12 

Accrual 

S. Companioiv-3 

V-50160 

Accoutits R... 

122,804.8$ 

122.804.86 

DsposH 

12/24/2001 



KOCH PETRtX... 

S COMPANIO... 

V^160 

BNP Pariba... 

9,912.50 

132.717.36 

General J«imai 

12G1/2001 

Je^k-17 

Reverse Accrual 

S. Companion-3 

V-S0160 

-SPLIT- 

•54,688.19 

78,029.17 

Total Demurrage Q Lighter 







78,029.17 

78,029.17 

Customs Pec 










Deposit 

11/16^001 

rev 


PREMCOR 

S COMAPNIO. . 

v-5oieo 

BNP Pariba... 

20,445.07 

20,44597 

Custwns Fee 







20,445.07 

20,445,07 

Crude Purchases 









C»eck 

7/31/2001 

PVMNT 

OMNI OIL SALTO 

S.COMPAMO... 

v-50160 


•54.450.00 


Check 

8/15/2001 

PYMNT 

OMNI ai SA LTD 

S.COMPANIO... 

V-501B0 

BNP Pariba... 

-953,357.64 

•t.007,K}7.64 

Check 

8/20<200t 

PYT/WT 

HAVERHIUTR... 

S.COMPANIO... 

V-50160 

BNP Pariba... 

-75.0(X}.00 

•1.082,807.64 

Chedi 

8G0/2001 

PYMNT 

UNITED NATO... 

S.COMPANIO... 

V-50160 

BNP Pariba... 

-44,068.210.97 

-45,151.018,61 

Oeitaral Journal 


Je-Ck-5S 

Reverse Accrual 

S Companlot)-3 

V-50160 

Sales • Oil ... 



General Journal 


J»-Ck-17 

Accrual 

S. Com(Mnlon-3 

V-50160 

Estimated ... 

0.00 

-42,121.557.W 

Ti^ Crude Purchases 







-42,121,557.95 

-42.121.S57,K 




Permanent Subcommittee on Investipations 1 







PSI staff Rpt (RPC)-FN 1161 
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Bayoil Supply & Trading, Ltd. 

nnvM Transaction Detail By Account 

Accm! Bashi January 1S95 through December 2003 


Tn>, 

Date 

Num 

Name 

Memo 

Class 

Spilt 

Amount 

Batanca 

Merest 









Check 

8^24/2001 

LC^ 

RXEDTIRMA... 

S.COM>ANiO... 

V-50160 

BNP Parlba... 

•6^64 

•635.64 

Check 

9/4/2001 

LO/^ 

FIXED TERM A... 

S.COMPANIO... 

V-50160 

BNPPariba... 

•6,672.39 

■7.mm 

Cheek 

8/4/2001 

LOAN 

FIXED TERM A.- 

S.COMPAMO... 

V-501fiO 

BNP Pariba... 

-4.700,00 

-12,008.03 

Che^ 

9/14/2001 

LOAN 

nXEDTEWylA... 

S.OMPAhaO... 

V-S01S0 

BNP Pariba... 

•402.62 

•12,410.85 

Chedt 

9/17/2001 

LOAN 

FIXED TERM A... 

S.COMPAt80... 

V-S0160 

BNPPariba... 

•4,349S9 

-16,760.64 

Check 

W1&2001 

LOAN 

FKEOTEfMA... 

S.CXMPAhhO... 

V-S0160 

Bt*’ Pariba... 

-2.048.47 

•18,809.11 

Check 

9/19/2001 

LOAN 

RXEOTEfMA... 

S.COhff>AN10... 

V-SOISO 

BNP Pariba... 

•2.023.66 

•20,832.79 

Check 

9/20/2001 

LO/«^ 

FlXEDTlfWA... 

S.COMPANIO... 

v-50160 

BNP Pariba... 

■ -695.20 

-21,527.99 

Cheek 

9/21/2001 

LOAN 

FIXEDTEWAA.. 

S.COMPANIO. 

V-SOISO 

BNP Panba... 

•628.34 

-22,158.33 

Chedc 

9/24«001 

LOAN 

FIXED TERM A... 

S.COMPANIO... 

V-S0160 

BNP Pariba... 

•65,698.11 

•87,854.44 

^leck 

9^25/2001 

LOAN 

FIXED TERM A... 

S.COMPANIO... 

V-5ai60 

BNP Pariba... 

-244.86 

•88,099.30 

C^teok 

9/25^2001 

LO/U4 

FIXED TERM A.- 

S.COMP/KNIO... 

V-SOISO 

^'IP Pariba... 

^.0^88 

-93.165.18 

Ched( 

9^7/2001 

LOM4 

FIXEDTERMA... 

S.COIW>ANIO... 

v-50160 

BNP Pariba... 

-7.431.11 

•100.596.29 

Chec* 

9/28/2001 

LOAN 

FIXED TERM A-. 

S.COMPANIO... 

V-S0160 

BNP Pariba... 

-3,189.05 

-103.785.34 

Chedc 

8/^001 

m 

INTEREST CHA... 

S.COMPANIO... 

v-50160 

BNP Pariba,.. 

-1,528.24 

•105,313.58 

General Journal 

9/30/2001 

Je-Ck.12 

Aeenid 

S. CoR^wnlon-S 

V-S016D 

Accounts R.„ 

-100,000.00 

•205,313.68 

Cheek 

10««001 

LOAN 

FIXED TERM A... 

S.COMAPNIO... 

V'Soieo 

BNP Pariba... 

-1,294,08 

-206,607.66 

Check 

10««001 

LOAN 

FIXED TERM A... 

S.CO>i«>ANIO... 

V'50160 

BNP Pariba... 

-B,%1.68 

-214, 9^.54 

Check 

10/9/2001 

LOAN 

FIXED TERM A... 

S.COMAPNIO... 

V-50160 

BNP Pariba... 

-567.78 

-215,527.32 

Chedt 

1(^9/2001 

LOAN 

FIXED TERM A... 

S.COMAPNIO... 

V'50160 

BNP Pariba... 

•1,214,24 

-216,741.56 

Check 

10/9/2001 

LCWN 

FIXED TERM A.. 

S.COMAPNIO... 

V-S0160 

BNP Pariba... 

-1,787.50 

•218,529.06 

Oenml Journal 

12/31^001 

Je-Ck-17 

Reverse Accrual 

S. CompeAian-3 

V-50160 

Demurrage ... 

100.00000 

-118.S29S6 

Total Interasi 







-118.529.06 

•118,529.06 

Inspechon 









General Journal 

9/30/2001 

Je-Ck-12 

Accrual 

S. Companion-3 

V'Soteo 

/kccounis R... 

•38.000 00 

•38,000.00 

Owck 

10/24/2001 

Ih^P 

OIL INSPECTIO... 

S.COMP/VsUO.. 

V-50160 

BNP Pariba... 

•10,667.28 

•48,667.26 

Check 

11/KI/2001 

INSP 

OIL INSPECTIO... 

S.COMPANIO... 

V'50160 

BNP Pariba... 

•16,403.») 

-65.0TO.76 

Oteek 

12/20/2001 

INSP 

CVU.EB BRETT ... 

S.COMPANIO... 

V-50160 

BNP Pariba... 

■2,315,14 

•67.3».90 

Oertwal Journal 

12/31/2001 

Je-Ck-17 

Reverse Accrual 

S. Coinpanion-3 

V-S0160 

Demurraga ... 

36,000.00 

-29,3^.90 

Check 

2/7/2002 

INSP 

Oec SHIPPING ... 

S.COMPANIO... 

V-S0160 

BNP Periba... 

•4.118.80 

-33.S04.ro 

Oieck 

9/18/2002 

INSP 

INSPECTORAT... 

S.COMPANIO... 

V-50160 

BNPPariba... 

-2,267.39 

Si.lTZm 

C^eck 

9/13/2002 

INSP 

INSPECTORAT... 

S.COMPANIO... 

V-S0160 

BNP Pariba... 

-1,272.72 

•37,044.81 

Check 


INSP 

INSPECTORAT.- 

S CQMPAr«0... 

V-S0160 

BNP Pariba... 

-831.60 

-37.876.41 

Check 

9/190002 

INSP 

INSPECTORAT.,. 

S.COMPANIO... 

V-S0160 

BNP Pariba... 

-2,266 84 

•40.143.2S 

Tctot inspection 







-40,143.25 

-40.143Jt5 

ittsurance 









General Jorjunal 

900/2001 

Ja-Ck-12 

Accrual 

S. Companiott-S 

V-50160 

Accounis R. 

-28.000.00 

-28,000.00 

Check 

10/50001 

MS 

CRAIG FERGU... 

S.COMPANIO... 

V-50160 

BNP Penba... 

-26,299.78 

-54.299.78 

General Journal 

11/300001 

Je4:kOO 

Reverse Accrual 

S.COMPANIO.. 

V.50160 

Sales - Oil ... 

28.000.00 

-26,299.78 

Check 

1/30002 

INS 

CRAKS FERGU... 

S.COMPANIO. . 

V-50160 

BNP Penba .. 

•5,272.81 

•31,572.69 

Total tasurance 







•31.572,58 

-31,972.59 

UC Charges 









Cheek 

7/300001 

LC 

JC CHARGES 

S.COMPANIO... 

V-50160 

BNP Panba... 

-6.096.80 

-5.096.80 

Cheek 

7/30/2001 

LC 

UC CHARGES 

S.COMPANK>... 

V-50160 

BNP Pariba... 

-61,233.06 

•67,329.86 

Total UC Chafes 






•87.329 86 

•67,329.86 

Freight 









General Journal 

9000001 

Je-Ck-12 

Accrual 

S. Con^nion-3 

V-501SO 

Accounis R... 

-2,994,366.57 

-2,994,366.57 

O^osH 

12/190001 

FRONT 

KOCH PETROL... 

S.COMP/ANIO... 

V-S0160 

BNPPariba... 

6,41920 

•2,987,947.37 

Total Freight 







-2,987,947.37 

•2,987,947.37 

Finance Charges 








Check 

7/300001 

BC 

BANK CHARGES 

S.COMPAMO... 

V-50160 

BNP Panba... 

•85.00 

■65.00 

Check 

7/300001 

8C 

BANK CHARGES 

S.COMPANIO... 

V-50160 

BNP Pariba... 

•85.00 

•170.00 

Check 

7/31/2001 

PVMNT 

OMNI OIL SA LTD 

S.COMPANIO .. 

V-60160 

BNP Paribe... 

-20.07 

•190.07 

Ctwdr 

8/150001 

PYMNT 

OMNI OIL SALTO 

S.COMPANIO. . 

V-50160 

BNP Pariba... 

-20.73 

-210.80 

Chedr 

SOQO001 

PYhWT 

HAVERHILL TR... 

S.COMPANIO,.. 

V-S0160 

BNP Pariba... 

-20.92 

-231.72 

Check 

8020001 

BC 

BANK CHARGES 

S.COMPANIO... 

V-S0160 

BNP Pariba... 

-31,02 

-262.74 

Check 

8090001 

BC 

BANK CHARGES 

S.COhff>AhhQ... 

V-50160 

BNP Pariba... 

-30.87 

-293.61 

Check 

8/:k>oooi 

PYWNT 

UNITED NATIO... 

S.COMPANIO... 

V-50160 

BNP Pariba... 

-35,271.38 

•^,564.95 

Cheek 

9040001 

BC 

VALERO MARK... 

S.COh«»ANIO... 

V-S0160 

BNP Pariba... 

•^.00 

-36,064.99 

D(^)05fi 

9OSO001 

REV 

VALERO MARK,.. 

S.COMPANIO... 

V-50160 

BNP Pariba... 

-85.00 

•36,149.!^ 

Check 

9/250001 

BC 

KOCH PETROL... 

S.COMPANIO... 

V-50160 

BNPPariba... 

-500.00 

•38,649.99 

DeposH 

9070001 

REV 

KOCH PETROL... 

S.COMPANIO... 

V-50160 

BNP Pariba... 

•85.00 

-36,734.99 

Deposit 

^80001 

REV 

VALERO MARK... 

S.COMPANIO... 

V-50160 

BNP Pariba... 

•85.00 

•36,819.98 

Ch^ 

8080001 

BC 

V;U.EROMARK... 

S.COMPANIO... 

V-50160 

BNPPariba... 

•500.00 

■37,319,99 

Cltadc 

10/10001 

raCHT 

STENABULKAB 

S.COMPANIO.- 

V-60160 

BNP ParttHt... 

•21.36 


Cheek 

1IV30001 

BC 

Enon 

S.COMPANIO... 

V-S0160 

BNPPariba... 

•585.00 

-37 926.35 

Check 

10/31/2001 

LGHT 

AMERICAN EA... 

S.COW»ANtO... 

V-S0160 

BNP Pariba... 

•21.34 

-37,947.89 

Check 

11/30/2001 

INSP 

OIL iNsrecTio,.. 

S.COI«>ANIO... 

V-50160 

BhA* Pariba... 

•20.86 

-37,968.55 

Oteck 

12/130001 

LIGHT 

V-«.LS SHIPPIN .. 

S.COMPANIO... 

V.5Q160 

Bl«> Pariba... 

-21.10 

-37^W.65 

Cheek 

7/190002 

FIN 

Exxon 

S-COrPANIO... 

V-50160 

BNP Pariba... 

-62.45 

-38;052!i0 

Tctal Finance Charges 






-38,052.10 

•38.052.10 
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it;4»AM Bayoii Suj^ly & Trading. Ltd. 

07ds»4 Transaction Detail By Account 

Aecntai Boats January 1396 through Dec«nber 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

Split 

Amount 

Balance 

Lightering Charges 








Oaneral Journal 

9/^001 

Je-Ck-12 

Accrual 

S. CompaiMon-3 

V.S0160 

Accounts R... 

-763,034,00 

-763.034.00 

Cheek 

10/29ffl501 

LGHT 

ANSRtC/W EA... 

STENACOMP... 

V-S0160 

BNP Pariba... 

-305,933.33 

•1,068,96733 

Check 

10/29/2001 

LGHT 

AMERICAN EA... 

S. Co(npanon>3 

V-S0160 

BNP Pariba... 

-102.617.36 

-1,171.584,69 

Check 

10/31/2001 

LGHT 

AA«RIC/yi EA... 

S£OMPM4IQ... 

V-50160 

BNP Parttw... 

-166,516.67 

-1,358.101.36 

Oteek 

10/31/2001 

LGHT 

AK^RC/Vt EA... 

S.COMAPfdO... 

V>50160 

BNP Pariba... 

■167,996.53 

-1,526.097.89 

Deposit 

11/16C001 

rev 

PREMCOR 

S.COMAPNiO... 

V-50160 

BNP Pariba... 

77,886.03 

•1,448.21166 

Oeneral Journal 

11/MaOOl 

Je4:k-20 

Reverse Accrual 

S.CO*«>ANIO... 

V-S0160 

Sales • Oil ... 

763,034.00 

-685.177 J6 

<%eck 

12/13/2001 

LIGHT 

VALLS SHIPPIN... 

S.COMPANtO... 

V-S0160 

BNP f^riba... 

-6,425.90 

•691.603.76 

Total Lightering Charges 






.^1,603.76 

•691,603.78 

ToWCo^^SrJes 







-46,001.618.00 

•46,001.618.00 

Barrie Service Charges 








Check 

&OCW001 

PYMNT 

UNITED NATO-. 

S.COMPANIO... 

V-S0160 

BNP Pariba... 

-328.77 

•328.77 

Total ^nk Service Charges 






-328.77 

-328.77 

Cofflnrissfons 









General Jourrtal 

11/W2001 

CM 

COMM»SIONS 

NOTO 

V-50160 

25302iCarf ... 

•852.60 

■K2.60 

General Journal 

11/27/2001 



STENA COMP .. 

V-S0160 

Hedge Gain... 

•1.014.00 

•1,866.60 

General Journal 

11/27/2001 



5TENACOMP... 

v-soieo 

Hedge Gain... 

-23.860.00 

-25,726.60 

Genwal Journal 

11/27/2001 



STENA CO*«>.. 

v-50160 

Hedge Gain.., 

-534.04 

•26.260.64 

General .toumal 

11/27/2001 



STENA COMP.. 

V-50160 

Hedge Gain... 

• 12.735.84 

•38.^.48 

General Journal 

11/27/2001 



STENA COMP... 

V-S0160 

Hedge Gain . 

-3.142.00 

•42.138.48 

Total Commissions 







•42,138.48 

•42.138.48 

Hedge Gain /(Loss) 









General Jownat 

SGOWJOl 

J»4:k-12 

Accrual 

S. Compaiwon*3 

V-50160 

Accounts R.. 

3,500.000.00 

3.500,000.00 

General Journal 

11«7«001 



STENA COMP... 

V-50160 

-SPLIT- 

-27,000 00 

3.473.000,00 

General Jownal 

11/27/2001 



STENA COMP.„ 

V.50160 

Hedge Gata... 

-4,159.480.00 

.688.4«}.00 

Genera! Journal 

11«7/2001 



STENA CONP... 

v-soieo 

Hedge Gain... 

8.01S.370.CO 

7,328.690.00 

General Journal 

11/27/2001 



STENA COMP... 

v-soieo 

Hedge Gain... 

443,810.00 

7.772.700.00 

General Journal 

11/30/2001 

Je-Ck<3a 

Reverse Aceruel 

S. COMPANIO... 

v-50160 

Sales -Oil... 

-3,500,000.00 

4,272,700.00 

TcM Hedge Gain /(Lose} 






4,272,700.M 

4,272.700.00 

TOTAL 







898.729.86 

^,729.66 
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11 JI 1 AM Bayol! Su|^;^ & Trading, Ltd. 

ommt T ransaction Detail By Account 

Aeowi BttH January 1995 through December 2003 


Typ* 

Date 

Num 

Name 

Menvo 

Class 

Split 

Amount 

Balance 

Oro$s Sales 









SaiM* Oil Products 








General Joumri 

9/30/2001 

Je<K-10 

VarkMie 

Magdeline 

V-S0159 

/tecounte R... 

38.118,842.33 

38,118,64243 

Total S^es - Oil Producia 






38,118.84243 

38,118,64243 

ToW Oroes Sates 







38.118,642.33 

38.118,642.33 

Coat of Sales 









Broker Comm 
Check 

12/5^2001 

1387 

ECHO ENERGY 

MA<N3ELAINE/... 

V-S01S9 

Cash-WelL. 

•500.00 

-500.00 

ToW Brc^cer Comm 






-500.00 

-500.00 

Exchange gain/loss 








Chedc 

ait3«ooi 

PYMNT 

UMTEONATIO... 

M4GDELMNE 

V-50159 

Cash-CAI... 

-25,810 24 

-25,61044 

ToW Exchange gahVloss 
Demuirage Q Ught«r 






-25.610.24 

•25,61044 

0«teral Journal 

9A30/2001 

Je-cK-10 

Accrual 

Msgdeline 

V-501S9 

AecouiUs R... 

49491.67 

49491.67 

DepoaN 

2/7/2002 

OEM 

PORT ARTHUR... 

MAOOELAINE 

V-50159 

Cash-CAI„ 

48,812.50 

96.104.17 

Omrai JoumsJ 

3G1/2002 

J»4:n(-06 

Reverse /\ecn>af 

Magdelalne 

V-50159 

-SPLIT- 

-49.291.67 

46.81240 

ToW Oemufrage 0 L^er 

Cnide Purchases 






46,812.50 

46,812.50 


8/20/2001 

PYMNT 

HAVERHILTR... 

MkOOELM4E 

V-50159 

Cash-CAi... 

-716,933.25 

-71643345 

Chec^ 

0/13/2001 

PYMNT 

UNITEO NATIO.., 

MAGOCLAME 

V-601S9 

Cash-CAI... 

-38.551,^.63 

•39468.823.88 

TcW Crude Fhirchases 






•39.268,823.68 

•39,^,823.88 

Interest 

OenenUManal 

9/10/2001 

INT 

INTEREST CHA... 

MAGOELMNE 

V-S0159 

25302/C8(r ... 

-39.67 

-39.67 

Chedr 

9/191/2001 

LQ/^ 

FlXEOTEfOtfA... 

MAGOELAME 

V-S0159 

Cash-CAI... 

-367.65 

-40742 

Chedi 

9/240001 

LOAN 

FIXED TERM A... 

MAGCXLAME 

V-50159 

Cash CAi ... 

•76.009.28 

-76,416.60 

Oen«al Journal 

9000001 

Je-^-10 

Accrual 

MagdeSfw 

V-S0159 

Accounts R... 

•100,000.00 

-178,416.60 

Check 

IQ/1/2001 

LOAN 

FIXED Tired A... 

MAGOEL/UNE 

V-501» 

Cash CM ... 

-33.437.00 

•209,853.60 

Check 

10/10001 

LOAN 

FIXED TERM A... 

MAGOCLAME 

V-50159 

Cash -CM... 

-1458.72 

•211,71242 

Check 

1000Q01 

LOAN 

FIXEDTEredA... 

hMGDELMNE 

V-50159 

Cash -CM... 

-18,916.94 

>230,6^46 

Check 

10/90001 

LOAN 

FIXED TERM A-.- 

MAOC«LAINE 

V-50159 

Cash CM ... 

-4,442.02 

•235.07148 

Cheek 

10/150001 

LOAN 

FlXEDTERMA... 

MAGOELA04E 

V-501S9 

Cash CM ... 

-40.32 

-235.111.60 

Chet^ 

10/180001 

LOAN 

FIXED TERM A... 

MAOOELAINE 

V-501$9 

Cash CM ... 

-21.82 

-235,133.42 

Omeral JtHimal 

11/300001 

Je-Ck-18 

Reverse Accrual 

MA60ELME 

V-50159 

-SPUT- 

100,000.00 

-135,133.42 

Total btlere^ 







-135,133.42 

-135,133.42 

Inspection 
Oenenri Journal 

9000001 

Je-cK-IQ 

Accrual 

MagdeUne 

V-50159 

Aeeounls R... 

-37.000.00 

.37,00040 

Cheek 

11/300001 

INSP 

Ok. INSPECTIO... 

MAGOELMNE 

V-S0159 

Cash -CM.. 

-14,174.28 

■51.174.28 

Check 

12000001 

INSP 

tNSPeCTORAT._ 

MAGDELAil« 

V-50159 

Cash CM ... 

-2,395.59 

-53,569.87 

Check 

12000001 

MSP 

INSPECTORAT- 

ImIAQOELAINE 

V-50159 

Cash CM .. 

•2.005.66 

•55,5754» 

Check 

12/20/2001 

INSP 

INSPECTORAT... 

htAOOELAINE 

V-50159 

Cash CM ... 

-2470.58 

41744609 

Check 

12/200001 

INSP 

WSPECTORAT... 

MAGOELMNE 

V-50159 

Cash CM ... 

•1,977.78 

•59,82347 

Oener^ Journal 

12010001 

Je<1(-19 

Reverse Accrual 

Magd^ine 

V-S0159 

-SPLIT- 

18,873.78 

-40.950.09 

Total InspecOm 







•40.950.09 

•40,950.09 

Insurance 

Check 

9/14/2001 

INS 

CRAIG FERGU... 

MAf30ELAiNE 

V-50159 

Cash CM ... 

-26.538.14 

-26.538.14 

Oieck 

12/130001 

INS 

CRAIG FERGU... 

MAGDELMNE 

V-SOISO 

Cash CM ... 

-2,761.92 

-29,300.06 

Tdal htsurance 







•29,300.06 

•29400.06 

UC Charges 
0«Mrat Journal 

8/310001 

JE-01/LM 

CA) 

MAGC«LAtNE(... 

V-50159 

Foward Co... 

-25,703.14 

•25,703.14 

OwwWJwmal 

801/2001 

JE-Ol/IH 

CM 

MAG(%LMIC{... 

V-501S9 

Foward Co... 

•49412.80 

-74,915.94 

Oenend Journ^ 

9000001 

Je-dC-IQ 

Accrual 

Magdefine 

V-50159 

Accounts R... 

25,703.14 

•49412.80 

Total L/C Chargm 






•49412.80 

-49412.80 

Freight 

Check 

9/2S0001 

FRGHT 

eiw9>RESS TAN... 

UAGDELAINE 

V-50t59 

Cash CM ... 

-2,847,382.41 

•2,847.382.41 

Check 

12/110001 

FRONT 

INTERSEAS TR... 

MAGOEUUNE 

V-50159 

Cash CM ... 

-3.196.39 

•2450.578.80 

Total Freight 







-2.8S0.578.80 

•2,850,576.60 

Demurrage 
General Journal 

9000001 

J»<K-10 

Accrual 

Magdeline 

V.50159 

Accounts R... 

•331,604.95 

-331,604.95 

General Journal 

12010001 

Je43k-19 

Reverse Accrual 

Magdelaine 

V-50159 

Inspection 

9,100.00 

-322.50445 


ToW Demorraa® -322.504.95 -322,504.95 
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M:8i AM Bayoli Suppty & Tr«jjng, Ltd. 


AecniMBMl* 


Type Datt Num 

Pliwnc* 

ChKic 8/2tV2001 PYM4T 

OMwalJouma) 8/31/2001 JE-01/LH 

OMwral Jowntd 8/31/2001 JE-01/LH 

CtMd( 9/13/3001 FrUHT 

CtHKk 9/28/2001 FR(»1T 

Ch«c* 9/26/2001 LGHT 

ChMk 10/2/2001 Fm 

Chwk 10/3/2001 FIN 

Cb«cic 10/4/2001 FIN 

Owck 10/4/2001 FIN 

Check 10/4/2001 BC 

D^ft 10/5/2001 REV 

Daposft lO/SnOOl REV 

Depocit 10/5/2001 REV 

Check 10/5/2001 BC 

Depoctt 10/9/2001 REV 

Check 10^16/2001 BC 

Chedt 10/29/2001 LGHT 

Check 11/3(»001 INSP 

Depocit 2/7/2002 OEM 

Check 4/11/20e« DEM 

Total ^ance duties 
Ughtering Charges 
Ctwck 9/26d001 LGHT 

Oerma) Journal 9/30/2001 Je<eK>10 

Check 10/23/2001 LOHT 

Check 10iQ9G001 l&IT 

Check 10/29/2001 LGHT 

Check 11/15«001 LGHT 

General Journal 11/30/2001 JeCk<ia 

DeposH 2/eU2002 WT 

Total Ughtering Charges 
Total Cast of Sirfes 
Bank Service Charges 
Check 9/130001 PYMNT 

Total Bank Seortca Charges 
Office Expense 
Bank Charges 

Check t0«2001 BC 

Total BarJi Charges 
Total Offlce Exparue 
Merest Expense 

Check 9/30/2001 INT 

Total Meresl Expense 
Commissions 

Grmerat Journal 8<?9/2001 COhM 

Oertersrt Journal 8/30^1 COkffA 

Genead Journal 8/31/2001 COM 

OeiMHal Joum^ 9/4/2001 COM 

Generic Journal 9i6^1 COMA 

Genwrri Jounud 9/7/^i COM 

GeowalJoumM 9/10/2001 COM 

General Journal 9/17/2001 COM 

Genera Jourrtal 9/18/2001 COM 

General Journal 9/19/2001 COM 

General Journal 9/20/2001 COM 

QenentI Journal 9/24/2001 com 

General Journal 9/25/2001 COM 

General Journal 9/26/2001 COM 

General Journal 9/27/2001 COM 

Genera! Journal mtf20Q1 COM 

Oerwral Journal 10/1/2001 COM 

General Journal 10G/20Q1 COM 

Deposit 10/4/2001 COM 

Genera! Journal 10/5/2001 COM 

Oeiwta! Journal 10/23/2001 COirl 

Gmeral Journal 10/24/2001 COM 

D^>o$ll 10/3t/2CKI1 OOM 

Tolai Commissions 


Transaction Detail By Account 

January 1996 through December 2003 


Name Memo Class 


HAVERHIU.tr.. MAGDELMNE V-50159 

CAI iiMS0ELAEIE(.. V-501S9 

CAi MAOOELAfNE... V-50159 

UNITEONA'no.. MAGDELAINE V-501S9 

EMPRESS TAN.. MAGDELAINE V-50159 

GuffiUrevn M/LQOELAME V-5015S 

EQUtVA MAGDELAPiE V-50t59 

LYOtOELL MAGDELAINE V-50159 

VALERO MARK... MAGOELAME V-50159 

PC^TMtTHUR.. MAGDELAINE V-50159 

BANKCHMkGES MAGDELAINE V^159 

VALERO MARK... MAGDELAINE V^1S9 

EQUIVA tAAGC^LAJNE V-50159 

LYC^OEU MAGDEUW^ V-S0t» 

LYONO^ MAGDELAINE V-$01S9 

PORTMITHUR... MAGDELAME V-S01S9 

B/VWdiAROES MAGOELAME V-50159 

BAY-HOUSTON... M/LGOELAME V-S01S9 

dL»45P£CTIO... MAOOELAME V-50159 

PORI ARTHUR... MAGDELAINE V-50159 

EMPRESS TAN... MAGOELAPIE V'501S9 


Gulfstream MAGDELAINE V-50159 

Accrual Magdellne V'501S9 

mERSEAS TR... MAGDELAINE V-50159 

AMERICAN EA... MAGOELA»« V-S0159 

BAY-HOUSTON... MAGDELAP^ V-501Sd 

ANCRICANEA... MAGDELAINE V-S01S9 

Reverse Accrual MAGDEUtS V'S0159 

Gulfstream MAGDELMNE V-S01S9 


tINim) RATIO.. MAGCCLAPIE V-S01S9 


BANK CHARGES MAGDELAPC V>$0159 


INTEREST CHA.. MAGDELAINE V-SOtSS 


COhMSSIONS MAGC^LAPIE V-S0159 

COMMSSKPIS MAGOELAPIE V^1$9 

COMMISSIONS MAGOELAPIE V-50159 

COhMSSIONS MAODELAP^ V-50159 

COMMISSIONS MAOD^APIE V-501S9 

COMiASSIONS MAGDELAPC V-S0159 

COMMSSiONS MAGOELAPIE V-50159 

CONMSSIONS MAGOELAPIE V'50159 

COMMISSIONS MAGOEIAPC V-50159 

COMMSSIONS MAGOELAPIE V-501» 

COkMSSIONS MAGOELAPIE V-50159 

COhMSSiONS magdelaine V-50159 

COMMSSIONS MAGOELAPIE V-50159 

COMMISSIONS MAGOEUUNE V-50159 

CXPkMSSIONS MAGDELAINE V-50159 

COMMISSIONS MAGDELAP€ V-50159 

COhMSSIONS MAGOELAPIE V-S01S9 

COVMSSKJNS MAOOaAPe V.50159 

CCM^SSIONS MAGDELAINE V-50159 

COMMISSIONS MAGDEU^ V-S0159 

COMMISSIONS MAGOELAirC V-50159 

COMMKSIONS MAGOELAPC V-50159 

CK%MSSK^ MAGOELAPIE V-501S9 


SpUt 

Amount 

BaiaiKe 

Caah-CAI... 

-15.05 

-1S.CS 

Fcward Co... 

-117.75 

•132.80 

FovArdCo.. 

-103.69 

-236.49 

Cash -CAi.. 

-43,086.48 

-43.32257 

Cash -CAI... 

'15.69 

-43538.66 

Cash -CAI... 

•15.68 

-43,354.34 

Cash -CAI... 

•614.00 

-43,96854 

Cash -CAI... 

•614.00 

-44,58254 

Cash -CAI... 

•61650 

-45,198.84 

Cash - CAI ... 

•616.50 

-^,815.34 

Cash-CAI... 

•15.40 

-45530.74 

Cash -CAI... 

-9427 

•45,925.01 

Cash-CAI.. 

-94.64 

•46,019.^ 

Cash -CM... 

-74.82 

-46,094.47 

Cash-CAI... 

-20.00 

-46.114.47 

Cash-CAI... 

-576.60 

-♦6.691.07 

Cash • CAI ... 

-15.13 

-46,70620 

Cash-CAI... 

-15.17 

-♦6.72157 

Cash-CAI... 

•15.10 

-46,736.47 

Cash-CAI... 

-20.00 

-♦6.756.47 

Cash • CAI ... 

-14.98 

-46.771.^ 


-46.771.45 

-46.771,45 

Cash • CAI ... 

-15.334,00 

-15,334.00 

Accounts R... 

-305.591.09 

-320525.09 

Cash-CAI... 

•57,372.78 

-37829757 

Cash - CAI ... 

•215,245.83 

•593543.70 

Cash-CAI... 

•6533.10 

•600,07650 

Cash-CAI... 

-22500.00 

-622.576.80 

bHerest 

305591.09 

-316.985.71 

Cash -Wen... 

5.389.4S 

-311.59626 


-311596.26 

•311,59626 


•43.034,169.45 

-43,034,189.45 

Cash - CAI ... 

•139.62 

•13952 


-139.62 

-139.62 


Cash - CAI ... 

•15,41 

•16.41 


-15.41 

•16.41 


•15.41 

•1641 

Cash-CAI 

•72.60 

-72.60 


•72.60 

-72.60 

25301/Cerr ... 

•1571.60 

•1,87150 

25301/Carr.. 

-1,87150 

-3.743.60 

2S301/Cacr ... 

•1,871.80 

•5,615.40 

2S301/Carr ... 

-1,666.00 

-7581.40 

25301/CarT... 

•1.666.00 

-6.947.40 

2S301AiMr.„ 

•186.20 

-9.133.60 

25301/Cafr ... 

•191.10 

-9.324.70 

25301/C8ir ... 

•352.80 

-9,677.50 

25301/Carr ... 

•352.80 

•10,030.30 

25301/Carr ... 

•3S2.80 

-10,383.10 

25301/Carr ... 

•352.80 

-10.735.90 

25301/Carr ... 

•137.20 

-10573.10 

2S301/C8rr ... 

-1.327.90 

•12501.00 

25301/Carr ... 

•1,430.80 

•13,631.80 

25301/CaiT... 

•1,813.00 

-15,444.80 

2S30t/C8rr... 

•1,323.00 

-16.767.80 

25301/Cerr ... 

-2,131.50 

.18,899.30 

25301/Cerr ... 

•269.50 

•19.168.80 

25301/Carr ... 

1,323.00 

-17,845.80 

2M01/Carr ... 

-49.00 

•17594.80 

25301/Carr ... 

•1,063.30 


25301/Cafr ... 

•406,70 

-19,384.80 

25301/Carr... 

1,470.00 

-17,894.80 


-17.894.80 -17.894.80 
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11:61 AM 
07/16/04 


Bayoii Supply & Trading, Ltd. 

Transaction Detail By Account 


Accrual 8a«l« 


January 19SS through December 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

Split 

Amount 

Baianee 

Hedge Gain /(Loss) 
Oenaral Journal 
General Journal 
General JMtrnal 

9G0/^1 

10/31/2001 

11/30/2001 

Je-ti<-10 

Je-Ck-IS 

Accrual 

Reverse Accrual 

Magdeilne 

MAGOEUUNE 

MAGOEI^ 

V-501S9 

V-50159 

V‘501S9 

Accounts R... 
2S301/CarT ... 
faileresl 

6.205,680.00 

6.20S.68Q.00 

-6.205.680.00 

6,205,680.00 

12,411.360.00 

6,^680.00 

TcAid Hedge Gain /O-osa) 






6,205,680.00 

6.205,680.00 

Intertst income 
Deposit 

O^xkH 

DeposH 

9/10/2001 

10/19-2001 

11/92001 

INT 

»/r 

m 

MEREST REG... 
INTEREST WC... 
INTEREST WC... 

MAGOELAINE 

MAGOELAINE 

MAGOEUWE 

III 

2S301/Carr ... 
25301/CarT ... 
2S301A:Jwt ... 

7.441.28 

4,834.24 

S39.71 

7,44128 

1227S.52 

12.81523 


Tctel Merest income 

12,815.23 

12,81523 

TOTAL 

1,284,845.68 

1.284^6.68 
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ii:<« AM Bayofi Suppfy & Trading, Ud. 

07 / 1 MM Transaction Detail By Mcount 

Aceniti bhm January 1995 through Dacember 2003 


Typ* 

Date 

Num 

Name 

Memo 

Ciaas 


Ammmt 

BManee 

Qn>B« SiM* 

SalM • OH PfotfueU 








DeposH 

921/2001 

REV 

Alon USA 

S.C<»lTOY-2 

V.50181 

CajJi • CAI ... 

5.^, 801 51 

5,894.801.51 


S/28/2001 

REV 

ATLANTIC 

s.cawoY2 

V.50161 

Cash-CAI ... 

11,110,^1.93 

17.0(S.763.44 

0^>OS<t 

9262001 

REV 

KOCH PETOCk.... 

S.CONVOY'2 

V-50161 

Ca^-CAI... 

11.224.190.51 

28.229,973.^ 

Qerwral Journal 

9mt2Q0\ 

Je>ac14 

/Jon USA 

S Coiwoy-2 

V-S016I 

-SR.fT- 

-63.^.43 

28.1%490.52 

QeneratJoumal 

9/302001 

Je-Ck-14 

/Uon USA 

S. Convoy-2 

v-soiei 

Sates - Ori ... 

2,427.970-70 

30,594.36142 

General Journal 

9/302001 

Je-Ck-14 

Diamond Shamr. . 

S.Convo^ 

V-50161 

Sales -04 . 

10.^.K>291 

41,590,164.13 

DeposH 

KVI 9/2001 

F€V 

Alon USA 

S.C»NVOY-2 

V-50161 

Cash.CAI„. 

2.422, 4») 00 

44,012.584.13 

Deposit 

i(V}92001 

REV 

BAYOIL{USA)1... 

S.C<mvoy-2 

V.50161 

BNPPanba... 

5,550.70 

44,018.134.83 

Deposit 

10/1^2001 

REV 

Alon USA 

S. Cortvoy-2 

V-S0161 

CasJi-CAl 

•63,583.43 

43,954.551 40 

Genera Journal 

11/30/2001 

Je-Ck-22 

Venous 

S CONVOY.2 

V-50161 

-SPLIT- 

-2,364.387.27 

41,590.164.13 

Getterai Jownal 12/31^2001 

Total Sales • Oil Products 

TMal Gross Sates 

CostofSatea 

Broker C<»nin 

Je-a;-53 

Reverse Accrual 

S. CONVOY-2 

V-80161 

-SPLIT- 

-8.K9.188.78 

33.330.975,^ 

33,330.9re.M 

33.330,97535 

33,330.975.35 

33,3%,97^45 

DspoM 

12/112001 

WT 

BAY-HOUSTON... 

aCONVOY-2 

V-50161 

Ca^-Well... 

^.98 

699.98 

Genera JcMxnal 

12/31/2001 

JE-LK2e 

STARSUPPLY ... 

S.CONVOY-2 

V-50161 

-SPUr- 

-5,000 00 

•4400.02 

Check 

1/142002 

1395 

STARSUPPLY ... 

S.Convoy-2/ld. . 

V-S0161 

Cash - We»~. 

■5,000.00 

•9,300.02 

Check 

1/142002 

%39e 

SYNTEXENERGY 

S.CONVOY-2/... 

V-50161 

Cash -Wen... 

-250.00 

-9,550.02 

Oieck 

1/142002 

1396 

SYNTEXENERQY 

S.CONVOY-2/... 

V-60161 

Cash-WeK . 

•^.00 

•9,80042 

Chedt 

1/14/2002 


SYNTEXENERGY 

S CONVOY-2/... 

V-S0161 

Cash • Well 

-250.00 

•10,050.02 

General Jnimti 2/28/2002 

Broker Comm 

JE4JVC2 

STAf^UPPLY ... 

S.CONVOY-2 

V-S016t 

-SRJT- 

5,000.00 

-5.(»0.02 

050.02 

^,l»0.(S 

Seeortd«y Chge. 

Generai.toumal 12^1/2001 
Total Secondary Chgs 

Exchange galn/lMe 


Reverse Accrual 

S. a3NVOY-2 

V-50161 

Sales -CM... 

42.351.44 

42.351.44 

42.351.44 

42451.44 

Check Sri9/2001 

Tom Exchange galiVlo» 
Demurrage O Lighter 

PYMTVT 

UNfTEO NATIO... 

S.<XINVOY.2 

V-50161 

Cash-CAI... 

•25.712 22 

•25.712 22 

-25,712.22 

•26,71242 

Oenertf.kxjmat 11/30/2001 

ToM Demixrage B Lighter 

Crude Pureheeee 

JeCk-22 

Reverse Accrual 

S. CONWY-2 

V-50161 

Sales -CM... 

46.43S.C» 

48.43505 

48.4%.05 

48,435% 

Chedi 

8222001 

PYMNT 

HAVERHILL TR... 

STENACONV... 

V-60161 

Cash-CAI ... 

-683.501.25 

-68340145 

Ch6dt. 

9/192001 

PYMNT 

UNITED NATIO... 

S.CONVOY-2 

V-50161 

Cash-CAI _. 

*36.706.220.12 

-39,3M.721,a7 

GerteM Journal 

9202001 

Je-a-14 

Accrual 

S. Convoy-2 

V-50161 

Satss • Ok . 

-136,700.25 

-39426,421.62 

GeneM Journal 

12/312001 

Je-Ck-15 

Reverse Accrual 

S.CMvey-2 

V-50161 

Inspection 

136.70025 

•39489.721.37 

GeneM Journal 12/31/2001 

Total Crude Purchases 

Je^^i-U 

Reverse Accrual 

S. CONVOY-2 

V-50161 

Sales -09 . 

6.147,291 62 
■31,242.429.75 

•31442,429.75 
•31,242,429 75 

littmet 

Chedt 

821/2001 

LOAN 

FIXED TERM A 

STENA CONV... 

V-50161 

Cash-CAI ... 

•59.46 

-59.46 

Che^ 

9/132001 

LOAN 

FIXED TERM A... 

S CONVOY-2 

V-60t61 

Cash - CAI ... 

•1,441 96 

-1,501.44 

Check 

9/192001 

LOAN 

FIXED TERM A... 

S.CONVOY2 

v-soiei 

Cash-CAI ... 

•2.00603 

•3,507.47 

Chei^ 

926/2001 

LOAN 

RXEDTERM A... 

S.CONVOY-2 

V-50161 

Cash-CAI 

-28.540.56 

-32.048.03 

OMteial Journal 

9/302001 

Je<3i-t4 

Accrual 

S Convoy-2 

V-50161 

Sales - OI ... 

-50.000.00 

-82.048.03 

Check 

10112001 

LOAN 

FIXED T0M A 

S.CONVOY-2 

V-50161 

Cash-CAI 

•6.067.44 

-90.135 47 

Qteck 

10/192001 

LOAN 

FDCOTCRMA. 

S.CONVOY-2 

V-50161 

Cash - CAI ... 

-3.674.87 

-93,710.34 

Check 

1(yi92001 

LOAN 

FIXED TERM A... 

S.CONVOY-2 

V-60161 

Cash-CAI... 

•135 26 

-93445.60 

OenertM Journal 

Total Interest 

11/30/2001 

Je-Ck-22 

Reverse Accrual 

S. CONVOY-2 

V-50161 

Sales -OU... 

50.000.00 

•43.845.60 

•43,845.60 

-43,845.60 

Impectlofi 

General Journal 

9202001 

Je4:i(-t4 

Accrual 

S. Convoy-2 

V-50161 

Sales -OH... 

-39.000,00 

•38,000.00 

Chedc 

11/302001 

INSP 

OIL INSPECTIO... 

S.CONVOY-2 

V-50161 

Cash - CAI ... 

-14,431.50 

-62,431 50 

Check 

12202001 

WSP 

WSPECTORAT... 

S.CONVOV-2 

V«0161 

Cash-CAI ... 

•1,355.20 

-53.TOe.70 

Check 

12202001 

WSP 

INSPECTORAT, 

S.CONVOY-2 

V-50161 

Cash-CAI.. 

•TO7.20 

-54,553.90 

Oreck 

12202001 

INSP 

INSPECTORAT. 

S.CONVOY-2 

V50181 

Cast. CAI ... 

■2.067.00 

-56,620.90 

Chedc 

12202001 

WSP 

INSPECTOftAT._ 

S-CONVOY-2 

V-S0161 

Cash-CAI ... 

-1.366.28 

•57.987.16 

Check 

12/^2001 

INSP 

INSPECTORAT.. 

S.CONVOY-2 

V-50161 

Cash-CAI... 

-1,900.94 

-59,B%.12 

Ched( 

1220i'SX)1 

INSP 

INSPECTORAT 

S.CONVOY-2 

V^t61 

Cash - CAI ... 

-3,411.57 

-63,299.69 

Cheek 

12202001 

INSP 

INSPECTORAT.^ 

S.CONVOY-2 

V-60161 

Cash-CAI ... 

-473.20 

•63.772.89 

Check 

12202001 

»tSP 

INSPECTORAT... 

S.CONVOY-2 

V-50161 

Cash-CAI... 

•1.3K.20 

■65,1^.09 

Oteck 

122Q«3ei 

WSP 

INSPECTORAT... 

S.CONVOY.2 

V-50161 

CtMt-CAl ... 

•7e7.») 

-%,%5.29 

Chedt 

12202001 

INSP 

INSPECTORAT... 

S.CONVOY-2 

V-50161 

Cash-CAI ... 

•767,20 

-66,662.49 

General Journal 
TcMhtspecaon 

1221/^X51 

Je-C3(-1S 

Reverse Accrual 

S. Convoy-2 

V-50161 

-SPLIT- 

30.900.29 

•^.762.20 

-%.762.20 

-35.762.20 
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ii;4« AM Bayoil Su^^iy & Trading, Ltd. 

07/iM>4 Transaction Dotaii By Account 

AcCTtai January 1995 ttiroust' Dacember SfXIS 


Typ# 

Dete 

Num 

Name 


Ciaaa 


Amount 

Balsnee 

(naurant^ 

B/14/2C»t 

INS 

C^IGFe^QU.. 

S.CONl«>Y-2 

V^161 

Cash • CAI ... 

-27,299.62 

-27.299.62 

Check 

t2/13/200t 

INS 

OWIQ FERGU... 

S.CONVOV2 

V-50161 

Cash - CAI .. 

-5,147,14 

-32,446.76 

Total insurance 







-32,446.76 

•32,446.76 

UCChug## 
Qeneral Journal 

8/31/2001 

JE-01/LH 

CAI 

S.CONVOV-29... 

V-50161 

Foward Co... 

-49,784 02 

•49.784.02 

Tot^ L/C Db^s 






-49.784 02 

-49.784.02 

FrelflM 

Qwck 

8/7/2001 

FRQHT 

EQUIVA 

S.CONVOY-2 

V-S0161 

Cash -CAI ... 

•1.718,413.65 

-1,718,413.65 

0«ed( 

12/11/2001 

raQHT 

INTERSEAS TH .. 

SCONVOV-2 

V^161 

Cash -CAI .. 

•3,196.39 

•1,721.610.04 

Check 

12/11«)01 

FRONT 

IMTERSEAS1R 

SCONVOY-a 

V«}161 

Cash- CAI ... 

-3,196.39 

-1.724.806.43 

Total Fraij^l 







'1.724.806-43 

■1.724.806.43 

Demurrage 

Gerwrtf Journal 

mo/2ooi 

Je4Dk-14 

Accrual 

S. Convoy-2 

v-sotei 

Sales -OH... 

•64,386^ 

-84,366.25 

Total Derminage 







-64,366.25 

-64,386.25 

Pinanee Chargee 
Cheek 

a/22/2001 

PYkWT 

HA\^RHiaTB... 

STENA CONV... 

V-60161 

Cash-CAi... 

-15-15 

-15-15 

Check 

e/3Gi«0O1 

BC 

BANK CHARGES 

STENA CONV.. 

V-50161 

Cash - CAI . 

-14.96 

-30.11 

Genend Journal 

6/31/2001 

JE-01/U1 

CAI 

S.CONVOY*2( .. 

V-60161 

Foward Co... 

-117.75 

-147.86 

Qerwral Journal 

8/31^1 

JE-01/LH 

CAI 

S.CONVOY-2(... 

V^161 

Foward Co... 

-103.69 

-26165 


6^4/^X)^ 

SC 

BANK CHARGES 

S.CONVOY.2 

V-S0161 

Cash- CAI 

-14 71 

•26626 

Cheek 

9/7/2001 

FRtaiT 

EOUiVA 

S.CONVOY-2 

V^161 

Cash - CAI 

-14.79 

-28106 

Oeck 

9/10/2001 

BC 

BANKtXARGES 

STENA CONV... 

V-60161 

Cash - CAI ... 

-14.84 

•295.89 

Ote^ 

9/102001 

BC 

BANK (PURGES 

STENA CONV .. 

V-S0161 

Cash -CAI ... 

-14 87 

-310 76 

Oteek 

9/14/2001 

INS 

CRAIG FERGU. 

S.CONVOY-2 

V-S0161 

Cash - CAI ... 

-15.07 

-326.83 

Check 

9/19/2001 

PYMNT 

UNfTCO NATK).- 

S.CONVOY-2 

V-50161 

Cash-CAl .. 

•43.456.96 

-43,792.78 

Owik 

9/21/2001 

BC 

BANK CHARGES 

STENA CONV. 

V-50l6i 

Cash -CAI... 

•612.00 

-44,394.79 

Che^ 

9/21/2001 

BC 

BANK OIAROES 

STENA CONV... 

V-60161 

Cash-CAl 

•612 00 

•45,006.79 

Deposit 

9/21/2001 


AlonUSA 

S.CONVOY2 

V-S0161 

Cash - CAI ... 

'7651 

-45.06320 

Deposit 

926/2001 

rev 

ATLANTIC 

S.CONVOY-2 

V-60161 

Cash-CAl... 

'73.93 

-45,16723 

Deposit 

926/2001 

REV 

KOCH PETTWX 

S-CONVOY-2 

V-60161 

Cash-CAl 

'92.51 

•45249 74 

Check 

927/2001 

BC 

BANK CHARGES 

S.CONVOY-2 

V-S0161 

Cash - CAI ... 

<612 50 

-45.862.24 

Oenerai Journal 

9202001 

JE-LHC2 

CAI 

S.CONVOY-2 

V-60161 

Bank Seme... 

'540.93 

-46.403.17 

Deposit 

IOrt/2001 

REV 

VALERO MARK .. 

S.CONVOY.2 

V-601S1 

Cash-CAl ... 

•74.91 

•46.478.06 

Check 

10/52001 

LOHT 

Gullsiream 

S CONVOY-2 

V-60161 

Cash - CAI .. 

'16.43 

-46,49321 

Check 

10232001 

LGHT 

IMTERSEASTR.. 

S.CONVOY.2 

V-50161 

Cash-CAl... 

•1502 

•46,506.53 

Ched( 

10292001 

LOHT 

AMERICAN EA .. 

S.CONVOY-2 

V-S0161 

Cash-CAl . 

•1522 

■46.523.75 

Oed< 

1Qt3Q/2001 

LGHT 

MORAN TOWIN 

S.CONVOY2 

V-60161 

Cash-CAl 

•16.34 

•46,639.09 

Che^ 

11/302001 

DEM 

EQUIVA 

STENA CONV... 

V«161 

Cash-CAl . 

-15.10 

•46264.19 

Q«ek 

12202001 

INSP 

WSPECTORAT... 

S.CONVOY2 

V-50161 

Cash-CAl... 

-1529 

•46,5^.48 

Deposit 

12/2002 

OEM 

KOCH PETROL.. 

S CONVOV-2 

V-S0161 

Cash - CA! ... 

'20.00 

•48.58948 

Total Finanee Chaiges 

Ughterirtg Chargee 






-46,669.46 

'46.569.48 

Qeneral Journal 

9/302001 

Je-Ck-14 

Acemat 

S. Convoy-2 

V-50161 

Sales • Oil ... 

'792,679.00 

-792.679.00 

Check 

10/52001 

LGHT 

GiMstraam 

S.CONVOY-2 

V-50161 

Cash-CAl 

•50.B42.00 

-843,721.00 

Cha<k 

10/^2001 

LGHT 

INTERSEAS TR.. 

&CONVOY-2 

V-60161 

Cash - CAI . 

-102,700.47 

•946,421.47 

Oieok 

10232001 

LGHT 

PiTERSEASTR... 

SCONVOY2 

V-50161 

Cash-CAi... 

-114.236 63 

-1,060.658.10 

Ckeck 

10292001 

LGHT 

AMERICAN EA... 

S.CONVOY2 

V.60161 

Cash • CAI 

•217,477.09 

•1278,135.19 

Check 

10/292001 

LGHT 

AMERICAN EA.. 

S.CONVOY-2 

V-50161 

Cash - CAI ... 

-244,016.33 

•1222.161.52 

Check 

10202001 

LGffT 

MORAN TOWIN... 

S.CONVOY-2 

V-60161 

Cash - CAI ... 

•6,326.19 

-1,630.477.71 

Che<k 

10/302001 

LGHT 

MORAN TOWN... 

S.CONVOY-2 

V-SC161 

Cash-CAl.. 

■7,299.72 

•1,637,777.43 

Check 

11/152001 

LGHT 

AMERICAN EA .. 

STENA CONV... 

V-60161 

Cash - CAI ... 

•22.500 00 

-1260,277.43 

Ckeck 

11/162001 

LGHT 

AMERIOW EA.. 

STENA CONV... 

V-80161 

Cash-CAl 

-22.500.00 

•1,682,777.43 

Qenertf Journal 

11/302001 

Je<;k-22 

Reverse Accrual 

S.C0NV0Y2 

V.80161 

Sales - Od ... 

792.8ra.00 

•789298.43 

Deposit 

2«2002 

WT 

Gullsiream 

S.CONVOY.2 

V-6016t 

Cash - WeK. 

5,542.61 

•784.355.82 

0^>oslt 

2«2002 

WT 

QUfsiieam 

S.CONVOY-2 

V-60161 

Cash - WeK... 

6.642.20 

•778.713 62 

Total Ughkirirg Charges 






-778.713.62 

•778,713.62 

Total Cost of Sales 







-33,978,73966 

•33,978.73986 

Bank Sen4oe Charges 








Check 

9/19«»1 

PYMNT 

UNtTED NATK) .. 

S CONVOY-2 

V-50161 

Cash-CAl... 

•141.46 

-141.46 

Tctol Bank Ser^ 0»rge3 






-141,46 

-141.46 

Merest Expence 









Cheek 

9/30f200^ 

INT 

INTEREST CHA.. 

S.CONVOY-2 

V-50161 

Cash - CAI 

'10,034.55 

•10.034.65 

-7,92729 

Q«wr«ajoum^ 

12/31/0301 

Je-Ck-53 

Reverse Accrual 

S. CONVOY-2 

V-50161 

Sales - Oil ... 

2,107.26 
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07/lfi/M 
ACCTMI BmI» 


Typt DM* 


CwnmitMona 
Q«r>»rM Journal 8/29^001 
GenerM Journal 8/3(^001 
GenstM Journal 6/31/2001 
GenefaJ Journal 
General Joimal 9/S/2001 
QenerM Journal a^6/2001 
General Journal 9/7/2001 
QerwralJoum^ Sk/KVZOOl 
General JoumM 9/17/2001 
GeneralJoumti 9/18/2001 
Genera! JoumaJ a/l 9/2001 
General Jot^l SIZHTOOi 
Genera! Journal S^/2001 
Total Commissions 
H*dlg*GMnAL<wt) 

GenerM Journal 9/30/2001 
OenerM Journal 10/8/2001 
OenerMJoumal 11/30/2001 
Total Hedge Gam /(Loss) 
intereet income 
Deposit 10/19/2001 

General Journal 12/31/2001 
TMai Merest ^Kome 
TOTAL 


Bayc^i Supply & Trading, Ltd. 

Transaction Detail By Account 

January 1995 through Deeambar 2003 


Num 

Name 

Uemo 

Cieee 

Spat 

Amount 

BMaiKt 

COMM 

COMMISSIONS 

STeUCONV... 

V-5016i 

25300/CaiT ... 

•1,396.50 

-1 .396.50 

com 

COMKfiSStONS 

STCNACONV 

V-50161 

asaCOiiCarr.. 

-46S.S0 

'166200 

cwn 

COMMtSSK>IS 

STENAOONV... 

V-50161 

2&300/Can- ... 

•465.50 

•252750 

COMM 

COMMISSiCmS 

ST^CONV.. 

V-50161 

25300/Carr ... 

-1,293.60 

-3,621.10 

COM 

COMMISSIONS 

STENACONV.. 

V-50161 

25300/Carr 

-1.293.60 

-4.914.70 

com 

(XlMMiSSIONS 

STENACONV.. 

V-50161 

25300«::aiT... 

-1.293 60 

■6,20830 

COM 

COMMISSIONS 

STENAOXV.. 

V-50161 

2S300/CaiT , 

-1,78360 

-7.991.90 

com 

COMMISSIONS 

STENACOrW- 

V-50161 

^aotVCarr ... 

•1.763.60 

•9.775.50 

COM 

(XMMISSIONS 

S1B4ACONV. 

V-50161 

2530(yCaiT . 

-63700 

-10,412.50 

CX)M 

a^iMtSSiONS 

STENACONV.. 

V-S0161 

2530Q'CaiT ... 

•637.00 

•11.049.50 

COM 

COMMISSIONS 

STBIACONV 

V-50161 

25300/CaiT... 

-637.00 

-11,686.50 

COM 

(XMMtSS10?4S 

STENACONV.. 

V^161 

2530Q«::arT. 

•1,695 40 

•13,381.90 

C<^ 

COMMtSSiONS 

STENACONV 

V-5016t 

2S3COCarr. 

-1,514 10 

-14,896.00 






-14,89600 

-14,896.00 

Je-Ck-14 

Accrual 

S Convoy-2 

V-50161 

Sales -Oil... 

449.43000 

449,430.00 



STENACONV 

V-60161 

25300/Carr 

449,430.00 

6M.660.00 

Je-a(-22 

Reverse AceruM 

S CONVOY-2 

V-S0i61 

Sales -Oil ... 

•449,43000 

449,430.00 


449.43000 449,43000 


INT 

INTEREST INC. 

STENACONV... 

V-S0161 

^SOO^tr .. 

3.966.53 

3,966.53 

Je-Ck-63 

Reverse Accnral 

S. CONVOY-2 

V-S0i61 

Sates -Oil 

-M2 97 

3,133.56 


3.133.56 

3,133.56 

•218,166.70 

•216,166.71) 


P4kge3 
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iidUMM Bayoil Supply & Trading, Ltd. 

07 MUM Transaction Detail By Account 

heenui Butt January 1995 through Oecordter 2003 


Tn>* 

Date 

Num 

Name 

Memo 

Class 

S{dK 

Amount 

Balance 

Groca Sales 









Sale* -^Products 








0«fl«ral Journal 

^30/2001 

Je4:k-08 

Various 

Se(tebeUc>-6 

V.50163 

Accounts R... 

46,810,164.63 

46,810,164.63 

O^wsit 

10/22/2001 

REV 

MARATHON 

SETTEBELLO^ 

V-S0163 

Banque &u... 

34.5?8.»4.52 

81288.519.1$ 

Ch^ 

11/130001 

Pt^H 

MARATHON 

SETTEBELLO-6 

V-S0163 

Banque Bru... 

-6.842.W 

81.381,6^26 

DapotH 

11/1S«001 

REV 

VALERO M/VtK... 

SETTEBELLO^ 

V-S0t63 

Banque Bru... 

6.044,496.06 

87,428,17222 

OMorat Journal 

11/30^1 

J»4:k.16 

Reverse Accrual 

Settebeito-S 

V-50163 

-SPUT- 

•40.675.808.61 

46,750,363.71 

ToM Salas • Oil Products 






46.750.363.71 

46,750263.71 

Tobd Ofoas Sales 







46,750.^.71 

46,^0,363.71 

Cost ^ Sides 









thokar Cmnm 









Chadc 

12«/2001 

1387 

ECHO ENERGY 

SETTEBELLO-... 

y-S0163 

Cash-WeR... 

-350.00 

-350.00 

Chadc 

12«/2001 

1387 

ECHO ENERGY 

SETTEMaO-... 

V-S0163 

Cash-W««... 

•400.00 

•750.00 

Oenerai Jourrai 

12/31/2001 

JE-LHG8 

S'VmEXENER... 

SETTEBELLOS 

V-50163 

Broker Comm 

-500.00 

-1.250.00 

Cheek 

1/14A2002 

1399 

SYNTEXENER... 

SETTEBOJLO-... 

V-50163 

Cash-WeU... 

•500.00 

-1,750.00 

Geiwral Journal 

7J2t/2002 

Je-LH«2 

SVNTEXEtffiR- 

SETTEBEU06 

V-S0163 

Broker Conen 

500.00 

-1,250.00 

OtarA 

4/12/2002 

1436 

LONE STAR R.™ 

Settebel(o.6 

v-soie3 

Cesh-WeR... 

-6,342.99 

-7.592.99 

Tcdai Br^er Comm 






-7,592.99 

-729253 

Exchange gaInDoss 








Check 

9/24/2001 

PUROI 

UMTED NATO .. 

SETTEBELLO-6 

v-50163 

Banque Bru... 

-24,8^.88 

-24,856.88 

Total Exchange gain/loss 






•24,858.88 

•24,856.88 

Demurrage Q Lighter 








Oeneral Jourrtal 

9/30/2001 

J»-Ck-08 

Accrual 

SeHebeOo-S 

V-50183 

Accounts R... 

43,680.56 

43,680.56 

Oepoak 

12/17/2001 

DEM 

MARATHON 

SETTEBEUO-6 

V-501S3 

Banque Bru... 

45,W6.I» 

^236.81 

Depo^ 

12/2QG001 

DEM 

VALERO MARK... 

SETTE%aO-6 

V-50183 

BM>que Bru... 

75,045.83 

164,282.64 

OMerai Journal 

1201/2001 

Je4:3(-21 

Reverse Accrual 

SeNebehoS 

V-501S3 

-SPUT- 

•43,680.56 

120.602.08 

Check 

1/3GO02 

ced 

SEA OIL SKIPPL.. 

SETTEBELLO-6 

V-S0163 

BanqueBru.. 

•4.012.50 

116.5^.58 

Check 

1/17/2002 

DEM 

SEA Ok. SHIPPt... 

5ETTEBEaO-6 

V-S0163 

Barique Bru... 

•3,912.19 

112.677.M 

TMat Demtmga 6 U^tar 






112.677.;» 

112,87729 

Storage 









Genend Jowr»i 

S/30/^1 

Je4:;k-08 

Accrual 

SettebeKo-e 

V-50163 

Accounts R... 

-216,166.16 

•216.186.16 

Total Storage 







•216,166.16 

-216.166.16 

Crude Purchases 








Check 

9G4/2001 

PURCH 

UNITED NATIO... 

SETTEBELLO-S 

V-50163 

Banque Bru. . 

•4$.558.131.70 

•46,^,131.70 

C3tedt 

9/26/2001 

PURCH 

HAVERHILL TR... 

SETTEBEUO-6 

V-50163 

Banque Bru... 

-56,250.00 

•48.614,381.70 

Ganertf Jourrait 

11/30/2001 

Je4:3(-03 

Accrual 

Settebel!o-6 

V-S0163 

AccountsR... 

-78,816.69 

•46,693,10829 

Qeiteral Jownal 

11/30/2001 

Je-Ck-16 

Reverse Accrual 

SettebeUo-6 

V-S0163 

Sales • OH .. 

7,397.13 

-46,685201.26 

Tidal Crude Purchases 






•46,685,80126 

-46.685201.26 

interest 









<^MOk 

9/12G001 

LOAN 

nXEO TERM A.. 

SETTE8EUO-6 

V-50163 

Banque Bru... 

-147.40 

•147,40 

Cheek 

9/19/2001 

LOANS 

FIXED TERM A... 

SETTEBEU04 

V-S0163 

Banque Bni... 

•593.22 

•740.62 

Check 

8GQ/2001 

LOAN 

FIXED TERM A... 

SETTEBEUO-6 

V-50163 

Banque Bru... 

•221.96 

•M228 

General Journal 

9/30W01 

Je-Ck-08 

Accrual 

5enebeno4 

V-S0163 

Accounts R... 

•200,000.00 

•200,962.58 

Check 

10/1/2001 

LOAN 

FIXED TERM A... 

SETTEBEUO-S 

V-SOISS 

Banque Bru... 

•376.86 

•201,339.48 

Chedi 

1(V5/2001 

LOAN 

FIXED TERM A... 

SETTEBEUO-6 

V-50t63 

Banque Bru... 

•54.619.63 

•25555929 

Oieck 

1(V12/2D01 

LOAN 

FIXED TERM A.. 

SETTEBeU.O-6 

V-50163 

Banque Bru... 

-32,654.29 

•288213.58 

Chedi 

10/19/2001 

LO/W 

FIXED TERM A.. 

SETTEBEUO-6 

V-50163 

Banque Bru... 

-32,745.76 

•321259.34 

Check 

10/22G001 

LO/LN 

FIXED TERM A... 

SETTE8EUO-6 

V-50163 

Banque Bru .. 

-13,641.89 

^5,00123 

Check 

10/31/2001 

LOAN 

FIXED TERM A... 

SETTE8EUO-6 

V-50163 

Banque Bni... 

-10,762.96 

•345,784.19 

Check 

11/92001 

LOAN 

FIXED TERM A. 

SETTEBEUO-6 

V-50163 

Banque Brv.. 

•10240.80 

•:^.l»4.99 

Ched; 

11/16/2001 

LOAN 

FIXED TERM A. 

SETTEBEUO-6 

V-50163 

Banque Bru... 

-7262.27 

•36328726 

Check 

11/23G001 

lOfiN 

FIXED TERM A. 

SETTEBEUae 

V-S0163 

Banque Bru... 

-3,791.67 

•367,078.93 

Check 

11/30fll001 

LOAN 

FIXED TERM A... 

SETTEBEUG-e 

V-50163 

Banque Bru... 

-2,17361 

•3^252.54 

Oeiteral Joumd 

11/30/2001 

Je4:k-16 

Reverse /Accrual 

Senebello-6 

V-50163 

Sales - Oil ... 

100,000.00 

•26925224 

Oenertd Jownal 

12^1/2001 

Je-Ck-21 

Reverse Accrual 

Sdlebe0o-6 

V-50163 

Demurrage ... 

100,000.00 

•169252.54 

Total Inlered 







•169252,54 

•16925224 

inspecUoR ' 









Oenerd Journal 

900i20G1 

Je^k4» 

Accrual 

SetiebeHe-6 

V-50163 

Accounts R... 

-35.000.00 

25,000.00 

Check 

12/2IV2001 

INSP 

CALEB BRETT... 

O.OCmNA 

V-50163 

BNP Pariba... 

-1,611.86 

•36211.86 

Oenersd Journal 

12^1/2001 

J»^-21 

Reverse Accrual 

SeKebehe^ 

V-50163 

Demurrage .. 

7,240.99 

•29270.87 

Check 

6/17/2002 

INSP 

CALEB BRETT ... 

SETTEBELLO-e 

V-50163 

Banque Bru... 

-2.097.28 

•31,468.15 

Check 

3/iS/20Q2 

INSP 

OeC SHIPPING ... 

SETTEBEUO-6 

V-50163 

Banque Bru... 

•7,385 75 

•38,853.90 

General Journal 

900/2002 

Je-C09*25 

Accrual 

Settebello-6 

V-50163 

Estimated ... 

•27,563.57 

-66,417.47 

Total Inspectiofl 







■66,417.47 

-66,417.47 


Pagel 
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Bayotl Supply & Trading, Ltd. 

07 / 1 SIM Transaction DetaU By Account 

Aecrati BMit January 19SS through December 2003 


TM>e 

Date 

Num 

Name 

Memo 

Class 

Spin 

Amount 

BMance 

fainirancc 









Geneni JoumaS 

800/2001 

Je-Ck-06 

Accrual 

SetlebeUo-S 

V-SOISS 

Aecotmls R... 

-30,000.00 

-^.000.00 


10/5/2001 

INS 

aWO FERGU... 

SETTEBELLO-S 

V-50163 

Banque Bru... 

•27,760.51 

-57.W051 

Genend Journal 

Total Insurance 

11/30/2001 

Je<Ck>16 

Reverse Accrual 

Sen«tM»c-6 

V-50163 

Salas -Oil ... 

V3,0OQJ00 

-27,760.51 

-27.WO.S1 

•27,76051 

UC (Faroes 

ChKk 

Total UC Chaiges 

mi/TQOi 

PURCH 

UNITED RATIO... 

SETTEBEaO-6 

V^163 

Banque Bru... 

-58^28.73 

-58,228.73 

-58528.73 

•58528.73 

Prtight 

Geneni shjwnat 

S/30/2001 

Je-Ck-08 

Accrual 

SetlebetloB 

V-501S3 

Accounts R... 

-4,074,188.23 

•4,074,18853 

Chedi 

10/10/2001 

FRONT 

CIA.JDE-SACA... 

SETTEBEU-O-e 

V-50163 

Banque Bni... 

•62,460.00 

•4.136.64853 

Check 

10/17/2001 

FRONT 

OMI OIRPORA... 

SETTEBQi.04 

V-S0163 

Banque Bru... 

•3.224.416.26 

-7.361.064.49 

Check 

10/17/2001 

FRONT 

PAreiNTL. 

SErrEBm.o-6 

V-501S3 

BanqueBru... 

-S10.167.50 

-7571,231.99 

Che^ 

iQ/iarzooi 

FRONT 

WU.FORDANO... 

SETTEBDXO« 

V-S0163 

Banque Bru... 

-105.800.00 

-7577.03159 

Check 

10/30/2001 

FRONT 

CU.43E-SACA... 

SEnEBOLO-e 

V-SOISS 

Banque Bru... 

-650 

•7577,68250 

Check 

10/31/2001 

FRtaiT 

.^OBM MARtn... 

SETTEBaj.0^ 

V-501S3 

Banque Bru... 

-49,250.00 

-8,026,932.20 

Cheek 

11/13«001 

FRONT 

CUL-C^-SAC A... 

SETTEBELLO-S 

V-50163 

Banque Bru... 

-64.760.00 

•8.091,^.20 

Check 

11/1 S/2001 

FRONT 

P/MSE INTL. 

SETTEB0J.O-6 

V-S0163 

Banque Bru... 

'166,344.81 

-8,258.037.01 

Check 

11/16/2001 

FRONT 

PAGEINTL. 

SETTEBEaO-e 

V-S0163 

Banque Bru... 

^.355.00 

•8,^,392.01 

Check 

11/2Q«001 

FRONT 

WEVER MARIN... 

SETTEBELLO-6 

V-50163 

8atK|ue Bnr... 

-1.670 00 

-8,358,062.01 

Owck 

11/27/2001 

FRONT 

PAGE INTL. 

$ETTEBELLO-6 

V-50163 

Banque Bru . 

-78.367.74 

•8.436,429.75 

General JountiU 

11/30/M01 

Je^-16 

Reverse /kcerual 

SeH*belfr« 

V-50163 

Sales • Oil ... 

-112,990.00 

-8,549,419.75 

General Journal 

11/3CW001 

Je<»l-16 

Reverse /Accrual 

SenebeSo-B 

V-S0163 

Sales -Oil ... 

4.074,188.23 

•4,475531.52 

Check 

^2JS/200f 

PWCH 

AL-HOOA INTL ™ 

SETTEBEU.O-6 

V-50163 

Panba... 

-34,960.00 

-4,510,191.52 

Cheek 

1/10/2002 

FRONT 

WLFOROANO.. 

SETTEBEaO-6 

V-S0163 

Banque Bru... 

•86,500.00 

-4,596,^1.52 

Check 

1/24/2002 

1404 

WEVER MARM... 

6eltebello-6 

V-50163 

Cash-WeR... 

-294.31 

•4.»658S.83 

D^osh 

1/31/2002 

FRONT 

W1LFORDAN0™ 

SETTESQlO-6 

V-50163 

Banque Bru... 

9«>.19 

-4.596,005.64 

Owck 

5/rsaoca 

FRONT 

ROBIN MARm... 

ST.VASSiUOS 

V-S0163 

Banque fini... 

-5,46755 

-4,601.473.19 

Cheek 

Total Fre^ 

3/6/2003 

FRONT 

ROBMMARm... 

ST.VASSRJO-. 

V-S0163 

BNP Parlbe... 

^.50 

-4,602,435.69 

•4,602.435.89 

•4,802,435.89 

Demurrage 

General Journal 

Total Oemuirage 

9/30/2001 

Je-Ck-08 

Accrual 

Settebeito-8 

V-S0163 

Accounts R... 

-488.41050 

-488.410.60 

•488.410.K1 

•488,410.80 

Finance Charges 

Owck 

9/11/2001 

BC 

BANK CHARGES 

S6TT£BeaO-6 

V-50163 

Banque Bru... 

-4050 

•40.00 

Chet* 

9AI6/2001 

LOAN 

FIXED TERM A... 

SETTEBELLOB 

V-50163 

Banque Bru... 

-35953 

G99.83 

Cheek 

9/18/2001 

BC 

BANK CHARGES 

SETTEBELL06 

V-50163 

Banque Bru... 

•4050 

-439.83 

Check 

9/24/2001 

PURCH 

UNITED NATIO... 

SETTEBELL06 

V-50163 

Banque Bru... 

-51,796.94 

•S2536.77 

Owek 

8/26/2001 

PURCH 

haverhiu.tr... 

SETTE8EU.OB 

V-50163 

BanqueBru... 

•28.00 

•52564.77 

CSteck 

10«/2001 

BC 

BANK CHARGES 

SETTEBEU.O-6 

V-50163 

BanqueBru,.. 

•40.00 

-52504.77 

Cheek 

ia«/2001 

MS 

CRAJO FERGU... 

SETTEBEaO-6 

V-50163 

Banque Bfv... 

-28.00 

•52532.77 

Cheek 

10/1(V2001 

FRONT 

CUL-OE-SACA... 

$ETTE8EaO-6 

V-50163 

Elanque Bru... 

•65.00 

•52597.77 

Check 

10/17/2001 

FRONT 

OM CORPORA... 

SETTEBEUOB 

V'501$3 

BanqueBru... 

-28.00 

•52,428.77 

Check 

10^7/2001 

FRONT 

PAOE INTL. 

SETTEBELL06 

V-50163 

BanqueBru... 

•40 00 

-62<465.77 

Cheek 

10/19/2001 

FRONT 

WILFOROAND- 

SErrEBELlO-8 

V-50ie3 

Banque Bru... 

-40.00 

•52,505.77 

Deposit 

10Q2/2001 

REV 

MARATHON 

SETTEBeacLe 

V'S0163 

Banque Bru... 

-665.00 

•«3.17aT7 

Check 

10124^001 

FRONT 

ress 

SETTEBELLO-S 

V-50163 

BattqueBru... 

•40.00 

•53510.77 

Check 

10/30^2001 

FRONT 

CUL-OE-SACA.. 

SETTEBElLO« 

V-S0163 

Banque Bru... 

•65.00 

-53575.77 

(%eek 

10/31/2001 

FRONT 

ROBIN MARITI... 

SETTEeEUO-8 

V'50163 

Banque Bru... 

-40.00 

•53,315.77 

C^eck 

11/t3W»t 

PURCH 

MARATHON 

SETTEBEUOS 

V-SD163 

Banque Bru... 

•28.00 

•53543.77 

Check 

11/13«!001 

FRONT 

CUL-DE-SAC A... 

SETTEreuO-6 

V-50163 

Bar>que Bru.. 

-65.00 

^,408.77 

Oteck 

11/15/2001 

FRONT 

PAGE INTL. 

SETTEeeUO-6 

V-S0163 

Barique Bru... 

-40.00 

-63,448.77 

Cheek 

11/16/2001 

FRONT 

PAGE INTL. 

SETTEeeUO-6 

V-50163 

Banque Bru.. 

•40.00 

-53.488.77 

Depod 

11/160001 

REV 

VALERO MARK... 

SETTEBELLO-6 

V-50163 

BanqueBru... 

•550.00 

^,i»8.n 

Ched 

11/20/2001 

FRONT 

WEVER MARIN... 

SETTEBEaO-6 

V-50163 

Banque Bru... 

•28.00 

-54,066.77 

Owck 

11/260001 

LOAN 

FIXED TERM A... 

SETTEBELLO-e 

V-S0163 

Banque Bru... 

•1.619,79 

•S5,686.S6 

Check 

11/27/2001 

FRONT 

PAGE INTL. 

SETTEBEaO^ 

V-50163 

BanqueBru... 

•40.00 

-55,726.56 

Deposit 

12/1/2001 

rev 

HOVENSA LA.C. 

SETTEBEaO-e 

V^163 

Banque Bru... 

•57050 

46596.56 

Check 

12/30001 

ntOHT 

SEAaLSHtPPt... 

SETTEBeuO-6 

V-S0163 

BanqueBru... 

-40.00 

46,336.56 

Ched 

1200001 

fRGHT 

HESS 

SETTEBEU.06 

V-S0163 

Banque Bru... 

•40.00 

•56,376.56 

Check 

12/SO001 

PURCH 

AL-HOOA mi... 

5ETTEBEU06 

V-50163 

BNP Pariba... 

•2058 

-56,397.54 

Check 

1260001 

PURCH 

PETROLEUM T-. 

Seflei>eao6 

V-50163 

Banque Bru... 

-28.00 

-66,425.54 

Chedc 

12010001 

reM 

OMCORPOR/L.. 

SETTEBEUOB 

V-S0163 

Banque Bru... 

•40.00 

•56.465.54 

Check 

1/30002 

DEM 

SEAOtLSHIPPI... 

SETTEBELLO-6 

V-50163 

Banque Bnr... 

-40.00 

-56,505.54 

Check 

1/80002 

INSP 

OtLWSPECTtO... 

SeTTEBEUO-6 

V-S0163 

Barrqua Bru... 

•28.00 

•56,533.54 

Cheek 

1/100002 

HtOHT 

WILFOROANO... 

SETTEBEUO-6 

V-50163 

Banque Bru... 

-40.00 

•56,573.54 

Check 

1/17/2002 

DB/I 

SEAOHSHIPPI... 

SETTEBEaO-6 

V-50163 

Banque Bru... 

-28.00 

•56.60144 

Owck 

3/11/2002 

MSP 

SOS CSI 

SETTEBELLO^ 

V-501S3 

Banqua Bru.. 

•28.00 

•56,6^44 

Owck 

5030002 

FRONT 

ROBIN MARin... 

ST.VASSIUOS 

V-50163 

Banque Bru... 

-28.00 

-S64S744 

Check 

11/70002 

MSP 

OR. MSPECTIO... 

SETTEBEUO-S 

V-50163 

Banque Bru... 

-28.00 

•56.685.54 
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Bayoli Supply & Trading, Ltd. 

Transaction Detail By Account 

January 19SS through Decerr^r 2903 


Typ* 

Date 

Num 

Hame 

Memo 

Class 


Amount 

Baianca 

Omk 

OMd( 

12/18/2002 

3/B/2003 

INSP 

RtGHT 

OIL WSPECTIO... 
ROBIN MARm... 

SETTEBEU.O-S 

ST.VASSILiOS 

V-S0183 

V-50163 

Bh»>Pw^... 

BhB»Pafa)a... 

-24.21 

-41.01 

•56,709.79 

•56.750.76 

Total FInanea Chaigas 






-S6.<^.76 

-56,^0.76 

Total Cost o( Sales 







-52.290^.20 

•52,290,»9620 

Bank Service Charges 

Chwk 9/24/2001 

PURCH 

UNlTEDNAnO... 

SETTEBELLO-S 

V-501S3 

Banque &u... 

-2n.82 

-2n« 

Bank S«^ce Charges 






-277.82 

-277.82 

OfHee Expense 
Bank Charges 
Cheek 

9/17/2001 

BC 

BAf«( CHARGES 

SETTEBEaO^ 

V-50163 

8»k;us Bru... 

-40.00 

-40.00 

Total tenk Charges 






-40.00 

-40.00 

ToUri (^ce Expense 







-40.00 

•40.00 

Interest Expense 
Oteck 

9/28/2001 

INT 

INTEREST <»tA... 

SETTE6eU.&S 

V-50163 

Bru... 

-2.875.70 

-2,875.70 

Total Merest Expense 






-2.875.70 

-2,875.70 

CoimnlssicHis 
Genwri Journal 
Geners^ Journal 
OtHierai Jownai 

11/12/2001 

11/12«001 

11/12/2001 



SETTEBEaO 6 
SETTEBEUOS 
SETTEBEUO 6 

V-50163 

V^163 

V-50163 

Hedge Gain... 
Hedge Gam... 
Hedge Gam... 

-21,400.00 

-725.60 

•7.098.W 

•21,400.00 

-22,125.60 

-29,223.60 

ToM (^immlssions 







•29.223.60 

-29,223.60 

Hedge Gain ^Loss) 
Genend Journal 
Oenenrf Journal 
Genertri Journal 
General Journal 

9GO/200t 

11/12/2001 

11/12/2001 

11/30/2001 

Ja-Ck-Oe 

Je^k-18 

Accrual 

Reverse Accrual 

Settsb^o^ 
SETTEeEU.0 8 
SETTEBEU.O 6 
Settebetto^ 

V-S0163 

V-50163 

V-50163 

v-soies 

Accounla R... 
-SPUT- 
Hedge Gain.., 
Sales • Oil ... 

5.100.000.W 

3.925.470.00 

1.155.430.00 
•5,100,000.00 

5,100,000.00 

9,025,470.00 

10.180.900.00 

5,080^.00 

Tohd Hedge Gain /(Loss) 






5,080,900.00 

5.080300.00 

3TAL 







•492.149.61 

-492.149.61 
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i2A3nii Bayoli Supply 6 Trading, Ltd. 

07 / 1 U 04 Transaction Detail By Account 

Aeenwi January 19f 8 through Decen^r 2003 


Type 

Date 

Num 

Name 

Memo 

Class 

Split 

Amount 

Balance 

OroM S«t«s 









Sat*a-Oil Products 








D^»sH 

11/5/2001 

REV 

VALERO MARK.~ 

8.<»0EFp2 

V-50177 

Cash - CAT „. 

9.D98.460.93 

9.098,480.93 

Total Sales > Oil Products 






9,0S8.480S3 

9,098,480.93 

Total Gross S^es 







9.098,480.93 

9,098,480.93 

Cost of Sales 









IM'cdier Comm 
Genoral Journal 

12G1/2001 

.«-LH/38 

ECHO ENERGY 

B.Ci«EF-2 

V-5017T 

Broker Comm 

•50000 

-500.00 

Che<dc 

1/15«002 

1401 

ECHO ENERGY 

8.CH1EF-2/C3... 

V-50177 

Cssh-Wdl... 

•250 00 

-750.00 

Cback 

1/15/2002 

1401 

ECHO ENERGY 

&.CHIEF<2/C3... 

V-50177 

Cash-WaK... 

-250.00 

•1,000.00 

OanemI Journal 

2/28/2002 

JE-LH/02 

ECHO ENERGY 

B.CHlEF-2 

V-50177 

Broker Comm 

500.00 

-500.00 

ToUd Broker Comm 






-500.00 

-500.00 

Crude Purchases 
Check 

11/7/2001 

PURW 

GuKstream 

B.CHIEF.2 

V-S0177 

Cash'CAi... 

-8,239,S1S.C» 

-8,239,S16.I» 

General Journal 

11/30/2001 

Je-Ck-12 

Accrual 

e. CHIEF-2 

V-S0177 

-SPLIT- 

-25,000.00 

-8.264,516.09 

Qteck 

12/6/2001 

PURCH 

GuKstream 

6X>tl£F-2 

V-50in 

Cadt-CAi... 

■24.796.91 

-8.289.313.00 

Oenoral Journal 

12G1/2001 

Je-Ck-25 

Reverse Accrual 

B. CHIEF-2 

V-50177 

-SPLIT- 

25,000 00 

-6,264,313.00 

Total Crude Purtmases 






•8,264,313.00 

•8,264.31300 

Merest 

Owcfc 

11/5/2001 

LOAN 

FD^TERM/L.. 

B.CHIEF-2 

V-50177 

Cash-CAI... 

•61.43 

-61.43 

Total Merest 







•61.43 

•61.43 

tnq>«ction 
GenenU Jwimat 

11/30/2001 

Je-Cfc-12 

Accrual 

8. CH£F-2 

V-50177 

Crude Purc.„ 

•10,000.00 

•10.00000 

General Journal 

13/31/2001 

Je-Ck-25 

Reverse Accrual 

8.CtflEP-2 

V-50177 

Crude Pure... 

5.000.00 

■5,000.00 

D^xmII 

SW2002 

WT 

WSPECTORAT... 

BCHIEF-2 

V-50177 

Cash-WeR... 

240.50 

-4.759.50 

Oemral JounM 

9G0/2002 

Je<^23 

Reverse /Locrud 

e.Clud-2 

V.S0177 

-SPLIT- 

1.796.62 

-2,962.88 

Totel lRi^>ecfion 







-2.962.88 

•2.96288 

taswance 
General Journal 

11/30/2001 

Je.Ck-12 

Accrual 

B. CWEF-2 

V-S0177 

Crude Pure... 

-6.000.00 

•6.000.00 

OenanJ Jownat 

12/31/2001 

Je-Ck.2S 

Reverse Accrud 

8. CWEF-2 

V-50177 

C/vde Pure... 

5,000.00 

•1,000.00 

Genoral Journal 

SGO/2002 

Je<»»-23 

Reverse Accrual 

B.ChMf-2 

V.S0177 

Inspection 

1,000.00 

0.00 

TotaJ insurance 







0.00 

0.00 

UC Charges 
Chedt 

10/23/2001 

LC 

GuKstream 

B.CHIEF.2 

V.50177 

Cash-CAI ... 

-11,68125 

-11.68125 

Totd L/C Charges 






•11,681.25 

-11881.25 

Demurrage 
General Journal 

11/30C001 

JeCk-12 

Accrual 

6. CHIEF-2 

V-50177 

Crude Pure.. 

-38.500.00 

■38,500.00 

Cheek 

12/12/2001 

DEM 

VALERO MARK.. 

B.C^F-2 

V.60177 

Cash - CAl .. 

•32.812.50 

■71,312,50 

General Journal 

12/31/2001 

J»Ck-2S 

Reverse Aeerud 

e.CHieF-2 

V-80177 

Crude Pure... 

38,600.00 

•32,61280 

Total Denturrage 







•32,812.50 

-32812-50 

nnance Charges 
Oraek 

10/23/2001 

LC 

GuKstream 

6.CKieF-2 

V.$0177 

Cash - CM ... 

-116.75 

•118,75 

Chad! 

10/25/2001 

FW 

GuKstream 

B.CHIEF.2 

V-60177 

Cash-CAI... 

•98.00 

•214.75 

Chodc 

11/2/2001 

FIN 

VALERO MARK... 

B.CHIEF.2 

V.50177 

Cash - CAl ... 

-618.00 

-832.75 

DefttsH 

11/5/2001 

REV 

VALERO MARK... 

B.CHIEF.2 

V-50177 

Cash • CAl ... 

-9493 

^27.68 

Check 

11/7/2001 

PORCH 

GuKstream 

BCHIEF.2 

V-S0177 

Cash • CM .. 

-45.91 

^73.» 

Chedc 

12i6/2001 

PURCH 

GuKstream 

B.CWEF.2 

V-50t77 

Cash . CM ... 

-15.06 

•mm 

Chedt 

12/12dO01 

DEM 

VALERO MARK... 

B.CK^.2 

V^177 

Cash - CM ... 

•15.15 


Cheek 

1/8/2003 

MSP 

OIL INSPECTIO... 

B.CHIEF-2 

V-50177 

Cash - CM ... 

-15.14 

-181684 

Told Rnance Charges 






•1,018.94 

•1818.94 

Total Cost of Sa!m 







-8,313.350.00 

-8,313.^.00 

Commissions 









General Jourral 

11/13/2001 



6ERGE CHIEF 

V.S0177 

Hedge Gain... 

-8,112.00 

■8,112.00 

Total Commlssiims 

Hedge Gain /(Loss) 







-8.112.00 

-8,112.00 

Oecwal Journal 

11/13/2001 



BERGE CHIEF 

V-50177 

-SPLIT- 

•843.910.00 

•843810.00 

Told Hedge Gain f^joss) 






-843,910.00 

-843810.00 

TOTAL 







>66,891.07 

•66,891.07 
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is:3si>M Bayoil Supply & Trading, Ltd. 

erntm Transaction Detail By Account 

a«to<i BMi« January 1996 through DecembtH- 2003 


Typa 

Date 

Num 

Name 

Memo 

Class 

Split 

Amount 

Balance 

Groat Sales 









Satas'OH Products 








Omerei Joumiri 

dG0/200t 

Je^K-C« 

Various 

SAHARA 

V-S01S4 

Accounts R... 

42.061.Si»42 

42.061.585.32 

Dt^joeil 

1001/2001 

REV 

VALERO MARK... 

SAHARA 

V-S0154 

BNP Partba... 

9,582.907.65 

51,644.492.97 

Deposit 

1W1/2001 

REV 

PREMCOR 

SAHARA 

V-50154 

BNPPariba... 

8235.665.97 

^,880,178.94 

DapoaK 

11/20001 

REV 

V/M.ERO MMtK... 

SAHARA 

V-501S4 

BNP Partba... 

9,592.78028 

69,472,^.92 


11/50001 

REV 

PC«T ARTHUR... 

SAHARA 

V'50154 

Partba... 

8208.873.22 

77,881233.14 

Oepotii 

11/160001 

rev 

PREMCCm 

SAHARA 

V-591S4 

Bl«» Partba... 

2.424233.13 

80.106.06827 

Deposit 

11/260001 

REV 

PORT/WTHWt... 

SAHARA 

V-50154 

BNP Partba... 

3,391267.87 

63,498,034.14 

Gene^ Joum^ 

11/3»2001 

Je^-13 

Various 

SAHARA 

V-50154 

-SPUT- 

•42,061,585.32 

41,436,448.82 

Omwai Jowmd 

11/300001 

Je<at.13 

PREMCOR 

SAHARA 

V-50154 

Sales 

-116,157.75 

41,320,291.07 

OeiMrai JoiKnel 

12010001 

Je^-24 

PREMCOR 

SAHARA 

V-50154 

RecelvaNe'... 

273,^1.80 

41.^,092.87 

0«t«ai JoimsI 

1201/2001 

Je-Ck-58 

Reverse Accrual 

SAHARA 

V^154 

-SPLIT- 

-5274243.08 

35.619,849.79 

Total Sales • oa Products 






3S.819.849.79 

:».619,B49.79 

Total Gross Sales 







35,619,849.79 

35,619.849.79 

Costed Sales 









Broket Comm 









GefMkTirf Joumd 

1201/2001 

^-LH08 

SYNTDttNER... 

SAHARA 

V-501S4 

BrokM- Comm 

•7.000.W 

•7,000.00 

OwHmM JoumM 

12010001 

JE-LH08 

EC310 ENERGY 

SAHARA 

V-50154 

BrdrerComm 

-750.00 

-7,760.00 

Chetdc 

1/140002 

1398 

SYNTE»NER... 

SAHARA/ri2A... 

V-S0154 

Cad>.W^... 

-500.00 

•8250.00 

Che<« 

1/140002 

1398 

SYNTEXENER... 

SAHARAn‘12A.. 

V-50154 

Cash-We«... 

•1,000.00 

■2250.00 

Chec^ 

1/140002 

1398 

SYNTEXENER... 

SAHARAO'12A... 

V-50154 

Cash -Wen... 

-500.00 

-9,750.00 

Diede 

1/14«X>2 

1398 

SYNTEXENER... 

SAHARA/T12A... 

V-50154 

Cadt-WeH... 

•5,000.00 

-14.i^.00 

Owck 

1/150002 

1401 

ECHO ENERGY 

SAHARA03244 

V.S0154 

Cash-Wea... 

-250.00 

-15,000.00 

Oiedc 

1/1500(0 

1401 

ECHO ENERGY 

SAHARAiC3247 

V-50154 

Cadt-Well... 

•500.00 

-15.500.00 

Oeoenrf Joumtd 

2080002 

JE-LH/03 

SYNTEXENER... 

SAHARA 

V-50154 

Broker Comm 

7,000.00 

-8,500.00 

OeoeralJown^ 

2080002 

JE-UW2 

ECHO ENERGY 

SAHARA 

V-S01S4 

Broker Comm 

750.00 

•7,750.00 

Total Broker Comm 






•7,750.00 

-7.reo.oo 

Secondary Chgs. 








OeMral Journal 

12/31/2001 

Je^-58 

Reverse Accrual 

SAHARA 

V-SQ154 

Sales - 03 ... 

41,422.85 

41,422.85 

Total Secondary Chgs, 






41,422.85 

41,422.85 

Exchange galn/loss 








CtMck 

10/90001 

PUftCH 

UNITED NATO... 

SAHARA 

V-S01S4 

BNP Partba... 

-20.928.28 

•2022826 

Total Exchange gain/loss 






-20,928.26 

•2022826 

Demunage Q Lighter 








General Journal 

9/300001 

Je-CK-05 

Accrual 

SAHARA 

V-50154 

Accounts R... 

3022822 

30,326.82 

DepoaM 

12000001 

L6KT 

VALERO MARK... 

SAHARA 

V-S01S4 

BNPParibs... 

14.591.87 

44,920.49 

OaWai Journal 

12010001 

Je^k-24 

Accrual 

SAHARA 

V.50154 

Recatvabte-... 

•30,328.82 

14,591.67 

Total Oamumge Q Lighter 






14,591.67 

14.891.87 

Customs Pee 









General Journal 

9/300001 

Je4:K-05 

Accroal 

SAHARA 

V-50154 

Accounts R... 

•46.555.48 

•48,595.46 

Oapoait 

11/160001 

rev 

PREMCW 

SAHARA 

V-$0154 

BNP Partba... 

18,356.07 

•32,199.39 

Depoek 

11060001 

REV 

PORT ARTHUR... 

SAHARA 

V-S0154 

BNP Partba... 

23,038.79 

•9,160.80 

General Journal 

11/300001 

Je^k-13 

Reverse Accrual 

SAHARA 

V-50154 

Sales - Oil ... 

48.555.48 

39,39426 

Total ^rsloms Pee 






39.394.88 

39,394.86 

Crude Purchases 








Oenartd Jourrai 

9/300001 

JeOCJM 

Accrual 

SAHARA 

V-50154 

Accounts R... 

•36.858.183.12 

•36,858,183.12 

General Journal 

9/300001 

JeOC-OS 

Accrual 

SMiARA 

V.50154 

Accounts R... 

•883.635.00 

-37.741,818.12 

GefMrerf Journal 

12/310001 

J»4:k-56 

Reverse Accrual 

SAHARA 

V.S01S4 

Sales - OH ... 

5.903.140.08 

-31,638,678.04 

Total Oude Pur^ases 






-31,838.678.04 

-31238.578.04 

Interest 









General Jourrttd 

SGOOOQ1 

Je-CK-05 

Accrual 

SAHARA 

V-501S4 

Accounts R... 

-200,000.00 

•200,000.00 

Owde 

1000001 

LOAN 

FIXED TERM A... 

SAHARA 

V-S0154 

BNP Partba... 

-369.07 

•200,369.07 

Owck 

10/30001 

LOAN 

FIXED TERM A.,. 

H.C/tfTrOL-3 

V-50154 

BNP Partba... 

-278.43 

•200.847.50 

Cheek 

10/190001 

LOAN 

FOQSD TERMA... 

SAHARA 

V-50154 

BNP Parlba... 

•36,905.00 

•237,552.50 

C»wck 

10060001 

LOAN 

FIXED TERM A.- 

SMtARA 

V-50154 

BNP ParttM... 

-25.620.00 

-263.17220 

Check 

11/10001 

LCMN 

FIXEDTERMA... 

SAHARA 

V.50154 

BNP Partba... 

-54623 

-263,719.43 

Check 

1100001 

LOAN 

FO^DTERMA... 

SAHARA 

V-50154 

BNP Partba... 

-25,904.57 

'289.824.10 

C^eck 

11/90001 

LOAN 

n)«0 TERMA... 

SAHARA 

V-S0154 

BNP Partba... 

-8,438.89 

-298.062.99 

Check 

11/130001 

LOAN 

FOSOTERMA... 

SAHARA 

V-M154 

BNP Partba... 

•1,515.56 

•299.S78.S5 

Check 

11/160001 

LOAN 

FIXED TERM A... 

SAHARA 

V.50t54 

BNP Partba... 

•1,173.34 

-300,751.89 

Check 

11080001 

LO/V4 

FIXED TERM A... 

SAHARA 

V-50154 

BNP Partba... 

-1,781.89 

-302,533.78 

Oenero! Journal 

11/300001 

Je-Ck-ia 

Reverse Accrual 

SAHARA 

V-50154 

Sales - Oil ... 

150,000.00 

•152,533.78 

General Jotmtai 

12010001 

Je-Ck-24 

Accntal 

SAHARA 

V.50154 

Receivable'... 

50,000.00 

-102,533.78 

Total Interest 







-102,533.78 

-102.533.78 
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i3:)QPM Bayoil Supply & Trading, Ltd. 

ornwM Transaction E^etail By Account 

Acervsi »««»■ January 199S through Decamber 2003 


T)b>* bale Num Name Mamo Class Spin Amount Balance 

htspection 


Oemeral Journal 

g^oot 

Je-CK-OS 

Accrual 

SAHARA 

OiwA 

10/24/2001 

WSP 

OILINSPECTIO... 

SAHARA 

Oeneral JourruJ 

12/31/2001 

Je^-24 

Accrual 

SAHARA 

Cheoic 

9/1WZ002 

INSP 

INSPECTORAT.- 

SAHARA 

Owck 

9/19/2002 

BtSP 

INSPeCTC«AT... 

SAHARA 

OmOi 

9/19/2002 

INSP 

BISP£CTORAT„. 

SAHARA 

Check 

9/19/2002 

INSP 

BISf^CTC«AT.> 

SAHARA 

Oeneral Jowntf 

9/30/2002 

Je-C09-24 

Reverse Aoennl 

Sahara 

C»Mok 

1/10Q003 

INSP 

BISPECTORAT... 

SAHARA 

Total 





Inawence 
Oeneral Journal 

900/2001 

Je-CK-05 

Accmiri 

SAHARA 

OWKil 

11/8/2001 

INS 

FERQU... 

SAHARA 

General J«jmat 

11/300001 

Je4:k-13 

Reverse Accrual 

SAHARA 

Cheek 

2080002 

INS 

CRAJO FERGU... 

SAHARA 

Total kisurance 





IX Charges 
Che^ 

801/2001 

LC 

UC CHARGES 

SAHARA 

Total l/C Otarges 




Freight 

General Journal 

9000001 

Je^K-OS 

Accrual 

SAHARA 

Total Fraight 





Demurrage 
Oeneral Jownai 

9/300001 

Je^K-OS 

Accrual 

SAHARA 

Total Demwrage 





Rnanee Charges 
Oenersi Journal 

9000001 

JeCK-05 

Accrual 

SAHARA 

Check 

1Q00001 

nN 

B/kNKatARGES 

SAHARA 

«»ieck 

10/50001 

PURCH 

HAVERHILt. TR... 

SAHARA 

Check 

10/90001 

PORCH 

UMTEO NATJO... 

SAHARA 

Oieck 

10/29/2001 

FRQHT 

PETRONOME ... 

SAHARA 

Check 

10010001 

FIN 

PREMCOR 

SAHARA 

Check 

10/310001 

FBI 

VALERO MARK... 

SAHARA 

Check 

10/31/2001 

FIN 

VAl^ROMARK... 

SAHARA 

Oepoeil 

11/1/2001 

RCV 

PREMCOR 

SAHARA 

Check 

11/5/2001 

FW 

PORT ARTHUR... 

SAHARA 

Deposit 

11/50001 

REV 

PORT ARTHUR.,. 

SAHARA 

Deposit 

11/280001 

REV 

PORT ARTHUR.,. 

SAHARA 

C^wck 

11/360001 

FIN 

PORT ARTHUR... 

SAHARA 

Oeneral Journal 

11/300001 

Je<lk-13 

Reverse Acorud 

SAHARA 

Check 

12010001 

OEM 

NATIONAL OIL... 

SAHARA 

Check 

1/11/2002 

LGHT 

AMERICAN EA... 

SAHARA 

Total Finance Charges 
UgMwIng Charges 




General Journal 

9000001 

JeCK<05 

Accrual 

SAHARA 

Ospoak 

11/160001 

rev 

PREMCOR 

SAHARA 

Di^asll 

11/260001 

REV 

PORT ARTHUR,,. 

SAHARA 

Total Ughtering Charges 




Total Cost of Sales 





Sank Service Charges 




Cheek 

10/90001 

PURCH 

UNTTEO NATO... 

SAHARA 

Totid Bank Sen^ Charges 




Commissions 





General Journal 

11/290001 



SAHARA 

Oeneral Journal 

11090001 



SAHARA 

General Jownal 

ToU CoRUTdsslons 

Hedge Cain ^toss) 

11/300001 



SAHARA 

Oenwal Journal 

80(^001 

Je-CK-05 

Accrual 

SAHARA 

0«wid Journal 

11/280001 



SAHARA 

General Jourmd 

11090001 



SAHARA 

Oenersd Journal 

11/300001 



SAHARA 

Oenw^ Journal 

11/300001 

JeCk-13 

Reverse Accrual 

SAHARA 

Total Hedge Gain /(Loss) 





V-S0154 

V-S0154 

V-50154 

V-S0154 

V-S0154 

V-5C1S4 

V-60t54 

V-S0154 

V-50154 

Accourds R... 

Pariba... 
Receivable-... 
BNP Partba... 

Pariba... 
Bf«> Peiiba... 
BNP Pariba... 
Estimated ... 
BMPPerara... 

-40,000.00 

-10,044.48 

20,163.44 

-1.982.38 

•2,392.61 

-2.419.41 

-1,985.38 

2,920.96 

-3,340.78 

•40J)00.00 

^.044.48 

•29881.04 

•31863.42 

-34^56.03 

•36.675.44 

•38,66082 

-35.739.86 

•39.M0.64 



•39.080.64 

-39,080.64 

V-S01S4 

V-50154 

V-501S4 

V-50154 

Accounts R... 
BNP Pariba... 
Sales - Oil ... 
BNP Pariba... 

-2S.000.00 

-32,273.60 

25,000.00 

-1.763.03 

-25,000.00 

47273.60 

-32273.60 

•34,036.63 



-34.036.63 

•34,036.63 

V-50154 

^P Pariba... 

-72,595.14 

-72895.14 



-72.695,14 

-72,595.14 

V-S01S4 

Accounts R... 

-2,609.177 76 

-2,609,177.76 



-2.«)9.177.76 

-2,609.177.76 

V-50154 

Accounts R... 

-105,849.79 

•105849.79 



-105.849.TO 

•10S.849.n 

V-50154 

V-S01S4 

V-S01S4 

V-501S4 

V-S01$4 

V-S0154 

V-50154 

V-501S4 

V-50154 

V-50154 

V-SD154 

V-501S4 

V-50154 

V-50154 

V-S01S4 

V-S01S4 

/Accounts R... 
BNP Pariba... 
BNP Pariba... 
BNP Pariba... 
BNP Pariba... 
BNP Pariba... 
BNP Pariba.., 
BNP Pariba... 
BNP Pariba... 
BNP Pariba... 
BNP Periba... 
BNP Paftba... 
BNP Pariba... 
Sales • Oil .. 
BNP Panba... 
BNP Pariba... 

•30,000.00 

-31.51 

-21.46 

-29,503.28 

-21.27 

•585.00 

-585.00 

-585.00 

-85.00 

•585.00 

-237.81 

•86.00 

■608.12 

30.000.00 

•21.18 

•20.86 

•30800.00 

•30,03181 

-30,{K»87 

-69,558.25 

•«87r82 

-60.162.S2 

■60.747.52 

•61.3^.52 

41.417,52 

•62,0(^82 

•82240.33 

-62,325.33 

•62,933.45 

•32833.45 

•32.95481 

•32,975.47 



•32.975.47 

-32,975.47 

V-50164 

V-S0154 

V-50154 

Accounts R... 
BNP Pariba... 
BNP Pariba... 

•221.628.4? 

62,30880 

87,766.81 

•221,628.47 

•159,319.67 

•71,552.66 



-71,552.66 

•71,552.86 



-34.839.748.99 

•34,639.74689 

V-S0154 

BNP Panba... 

•164.44 

-164.44 



-164.44 

•164.44 

V-50t54 

V-60154 

V-50t54 

Hedge Gain... 
Hedge Gain .. 
Hed^ Gam. . 

•25,028.84 

-324.48 

•3,042.00 

-25,02884 

-25,^.32 

•28.395.32 



-26,395.32 

-28,39582 

V-501S4 

V-50154 

V-50154 

V-50154 

V.50154 

Accounts R... 
-SPLIT- 
Hedge Gain... 
-SPLIT- 
Sales - Oil ... 

1,500,000.00 

1,471,070.00 

9,920.00 

437,060.00 

•1,500.000.00 

1800.000.00 
2.971, OTO.OO 

2.980.990.00 

3.418.050.00 

1.918.050.00 



1,918,050.00 

1.918850.00 


Pages 



697 


12:30 

nnwA 

A«ruirt B«tM 


Bayoil Supply & Trading, Ltd. 

Transaction Detail By Account 

January 189S dirough Decerrd»r 2003 


Type Date 

Num 

Name Memo 

Clast 

spm 

^ount 

Balance 

taterut Incoflie 

DepoeH 11/7/2001 

1NT 

»1TEREST INC... SAMfiRA 

V.S01S4 

aOO/Paiibes... 

27,679.K 

27.879.55 

TaM Intoreti Income 





27,6^55 

27,6^55 

TOTAL 





2.697,270.59 

2,€97.2roJ9 
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t 2 :»FM BayoH Supply & Trading, Ltd. 

0Tn«ffl4 Transaction Detail By Account 

January 1995 through Decent 2003 


Tjpe 

Date 

Num 

Name 

Memo 

Class 

Split 

Amourrt 

Balance 

OroM Salts 









Saits 'OH Products 








Otntrsd Joiim«d 

W30/2001 

Je-Ck-04 

Various 

iK3TO 

V-S0164 

AccxMinis R... 

33.067,476.18 

33,087.476.1# 

D^obK 

11^17/2001 

REV 

PC«TARTW^... 

B.SC^S-3 

V-50i64 

BNP Par9>a... 

9,738^42.38 

42,825.718.56 

CtMKk 

10/23/2001 

REF 

PC«T ARTHUR... 

8.BOSS.3 

V-50164 

BNP P8f9»... 

-118.167.19 

42.707.K1J37 

DtpoaH 

11/6/2001 

REV 

VW.EROMSRK... 

NOTO 

V-50164 

Cash-CAI... 

8J)71,196.45 

51,278.747.» 

Otpoett 

11/13^2001 

REV 

Diamond Shtunr... 

NOTO 

V-50164 

Cash-C^AI... 

8^7.445.44 

59,876,133.26 

Otpoatt 

11/13«001 

REV 

VW^ROMARK... 

NOTO 

V-S0164 

Cash-CAI... 

8,109,180.73 

67,985,373.99 

Dt^H 

11/13/2001 

REV 

VW.EROMARK... 

NOTO 

V-50164 

Cash • CAI ... 

7.809.653.S6 

re.795.ce7.55 

Otnarat Journal 

11/30/2001 

Je^-11 

Various 

notc/b.boss-3 

V-50164 

-SPUT- 

-33.087.476.18 

42.TO7.551.37 

Total Sales • CMI Products 






42.707.551.37 

42,707^1.37 

Tottf Gross Sales 







42.707.5S1.37 

42.T07,«51,37 

Cost or Sales 









Bt^erComm 









Oecw^ Journal 

1201/2001 

JE-iH08 

ARCC«..aC 

NOTO 

V-50164 

BrokerComm 

-250.00 

-250.00 

Oenerel Jourrtal 

1201/2001 

JE4iV38 

STARS WLY - 

NOTO 

V.50164 

EkokerComm 

-5,250.00 

-5,500.00 

General Journal 

1201/2001 

JE-U108 

SYNTEXENER... 

NOTO 

V-90164 

Broker Comm 

-1,000.00 

-6,500.00 

Chedt 

1/14/2002 

1394 

ARCOfl..U.C 

No(o(C21932 

y-S0164 

Cash-W^... 

-250.00 

-6,reo.oo 

Check 

1/14/2002 

1395 

STARSUPPLY 

NoloOOS53CS 

V-S0164 

Cash - Well... 

-SJZSO.OO 

-12,000.00 

Check 

1/14/2002 

1398 

SYNTEXBIER... 

NOTCVn2A2«... 

V-50164 

Cash - Well... 

-250.00 

.i 2 ,:reo.x 

OwcA 

1/140002 

1398 

SYNTE)(EN£R... 

NOTO/T12A26... 

V-50164 

Cash -Well... 

-500.00 

.i 2 .reo.oo 

Check 

1/140002 

13^ 

SYNTEXENER... 

NOTO/T12A26... 

V-S0164 

Cash-W^l... 

-MO.OO 

•13,000.00 

General Journal 

20800(0 

JE-LH/02 

ARC 

NOTO 

V-S0184 

Broker Comm 

250.00 

-12.750.00 

Oerteral Journ^ 


JE-LHAO 

STARS«.ff»PLY 

NOTO 

V-50164 

Broker Comm 

5,250.00 

-7,500.00 

General Journal 

2080002 

JE-LH/02 

SYNTEXENER... 

NOTO 

V-S01$4 

Broker Comm 

1,000.00 

•6JSOO.OO 

ToM Srofwr Comm 






•6,500.00 

•6,6004)0 

Exchange galn/loss 









1Q/1SO(X)1 

PGR 

UNITED NATIO... 

NOTO 

V-S0164 

Cash . CAI ... 

-16,475.49 

•16.4re.49 

Total Exchange galn^oes 






-16,475.49 

•16,475.49 

Dcmmagt Q Ughttr 








GenenJ JouiTOd 

9000001 

Je-Ck-04 

Accrual 

NOTO 

V-50164 

Accounts R .. 

135,065.97 

135.065.97 

DeposH 

12080001 

LGHT 

VALERO MARK... 

NOTO 

V-S0164 

Cash • CAI ... 

56,048.61 

191.114.56 

General J«j mat 

1201/2001 

Je-Ck-26 

Accrual 

NOTO/B. BOS... 

V-50164 

Demurrage 

-83,878.47 

107,236.11 

Totad Demurrage 6 Ltghler 






107.236.11 

107,236.11 

Crude Purchases 








Oener^ Journal 

9000001 

J»4:k-04 

Accrual 

NOTO 

V-50164 

Accounts R... 

•746,433.38 

-746.433.38 

General Journal 

9/300001 

Je4::k-04 

Aecruei 

NOTO 

V-50164 

Accounts R... 

-31.133,238.45 

41,879,67143 

Cheek 

10/170001 

purch 

VALERO MARK-. 

e.BOS$-3 

V-S0164 

BNP Pariba... 

•9.632.735.96 

■41.512,407.79 

Totd Crude Purchases 






■41,512.407.79 

•41,512.407.79 

Interest 









General Jourrtat 

9000001 

Je-Ck-04 

Accrual 

NOTO 

V-60164 

Accounts R... 

•150,000.00 

•150,00040 

Owteral Joumd 

10/190001 

im 

WTSf^STCHA... 

NOTOC 

V-50164 

25302A:^rT ... 

•22.39 

•150,022.39 

Chock 

11/S0001 

LOAN 

FIXED TERM A... 

NOTO 

V-50164 

Cash-CAI... 

'72,097S9 

•222,120.39 

<aie<A 

11/130001 

LOAN 

FIXED TERM A... 

NOTO 

V-50ie4 

Cash • CAI ... 

•2S.096.S0 

•24741646 

Gerteral Journal 

11/300001 

JeOc-11 

Accrual 

noto/b. boss-S 

V-50164 

Seles • Oil ... 

100.000.00 

•147416.86 

C^k 

12010001 

INT 

INTEREST CHA... 

NOTO 

V.50164 

Cash-CAI... 

•122.15 

-147,339.03 

General Jourrtal 

12(310001 

Je-Ck-26 

Accrual 

NOTOA. BOS... 

V-S0164 

Demurrage 

so.ooaoo 

-97,339.03 

ToM Interest 







-97,339.03 

-97439.03 

Inspection 









OeMrat Joum^ 

9000001 

JeCk-04 

Accrual 

NOTO 

V-50164 

Accounts R... 

•37.000.00 

•37,000.00 

General Journal 

12/31/2001 

Je-Ck-16 

Reverse Accrual 

Noto/B. Boss-3 

V-50164 

Estimated ... 

9,400.00 

•27,600.00 

Check 

9/180002 

INSP 

OeC SHIPPING ... 

NOTO 

V-50164 

Cash - CA! ... 

•1,669.48 

•29,469.48 

Chedt 

9/180002 

INSP 

INSPECTORAT... 

B.eoss-3 

V-50164 

BNP Pariba... 

•1,518.63 

-30468.31 

Genend Journal 

90G0002 

Je-C0»-22 

Reverse Accrual 

No(o-B. Boss-S 

V-60164 

Estimated ... 

67.28 

-30,921.03 

Total Ntspecficm 







•30,921.03 

•X.921.03 

insurance 









Qffwrai Journrd 

9/30/2001 

Je-Ck-04 

Accrual 

NOTO 

V-501S4 

Accounts R... 

-25,000.00 

•25400,00 

Cheek 

11/50001 


CRAIG FERGU... 

NOTO 

V-50164 

Cash - CAI ... 

-27.822.74 

-52,822.74 

Genera! Journal 

12010001 

Je-Ck-2S 

Accrual 

NOTCVB. BOS... 

V-S0164 

Demurrage 

25,000.00 

-27,822.74 

C»wck 

1/31/3)02 

INS 

CRAKS FERGU... 

NOTO 

V-50164 

Cash-CAI... 

-1,337.08 

•29,159.82 

ToMktswance 







-29,159.82 

•29,15942 

UC Charges 









General JtHimai 

S000001 

JE-LHAO 

CAJ 

NOTO 

V-50164 

Bank Servic... 

-52,118.29 

-M.1i849 

C3MCk 

10/50001 

LC 

VALERO MARK... 

B.80SS-3 

V-50164 

BNP Pariba... 

-13.575.00 

-65,69349 

Total UC Charges 






-65.693.29 

-65493.29 
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!3aS^ 

ernw* 


Bayoil Supply & Trad 

Transaction Detail B 




Januvy 1996 Uirough 


Datt Nu ffi N*m« llema 

FraigM 

0«wniJ<H)md 900/2001 Accrual NOTO 

Tote) Freight 

Oamutrtg* 

OwwraiJMrnKd 9000001 ^k-04 Accnml NOTO 

Offwral JcHimal 12/310001 J»<;k>26 Accrual NOTO/B. BOS... 

TcM Demitfraga 
Flnanca Chafes 

Omral Journal 9000001 J»O(-04 Accrual NOTO 

Chadc 1000061 BC BANKOiARGES NOTO 

OMdc 10/50001 LC VALERO MARK... B.BOSS^ 

ClMcfc 1(V9/»»1 BC BANKOIARGES NOTO 

ChM* 10/12/^1 BC BANK CHARGES NOTO 

Check 10/150001 FIN PORT ARTHUR... B.80S« 

OwA 10/150001 PUR HAVERHiJ.TR_. NOTO 

Chwdc 10/150001 PUR I^ITED NAIIO... NOTO 

Check 10/15/3)01 UI«TE0 NATIO... NOTO 

D^io^ 10/17/2001 REV PORT ARTHUR... 6 BOSS-3 

Check 10/22/2001 BC BANK CHARGES NOTO 

0»ck 10030001 REF PORT ARTHUR... B.BOSS-3 

Check 11/5/2001 INS CRAIG FERGU... NOTO 

Deposit 11^0001 REV VALERO MARK... NOTO 

<»>eck 11/60001 FRONT ».UN0eaCO.... NOTO 

Check 11/6/2001 ^ VALEROMARK... NOTO 

Check 11/80001 RN Diamond Shamr... NOTO 

Owck 11/130001 FIN VALEROMARK.. NOTO 

a*edc 11/130001 FW VALERO MARK... NOTO 

Dt^xisit 11/130001 REV Diamoivl Shamr... NOTO 

Depo^ 11/13/2001 REV VALEROMARK... NOTO 

OeposN 11/130001 REV VALEROMARK... NOTO 

Owck 11/150001 LGHT AMERICAN EA... NOTO 

General Journal 11/30/2001 Je-Ck-11 Accrual noto/b.b(KS-3 

OepoNl 2/10002 OEM /ALERO MARK... Nolo 

Check 4/11/2002 OEM BLUNOEU CO.... NOTO 

Total Finance Chr^ges 
UgMeiirtg Charges 

General Journal 9/300001 Je-Ck-04 Accrual NOTO 

Check 11/150001 LGHT AMERICAN EA... NOTO 

General Journal 11/30/2001 Je-Ck-11 Accrual nolo/b b06S-3 

TotM Ughlwing Charges 
Total Ccsl of Sates 
Comnlasions 
OetMral Journal 10/2/2001 
Oemrtiitoumal 10/3/2001 
OefteralJoum;^ 10/4/2001 
Oenaral Journal 10/50001 
GeneralJoumal 10/80001 
OwanI Journal 10/23/2001 
General Jowmri 1004/2001 
General JoumiJ 10050001 
Genwal Journal 10/260001 
OenwN Journal 10/28/2001 
Oeposk 10/30/2001 

GenenI Journal 10/31/2001 
General Journal 11/1/2001 
OeiwalJourn^ 11/20001 
GerMwal Journd 11/6/2001 
General JoumN 11/7/2001 
General Journal 1 1/V2001 
General Joiunai 11/12/2001 
Deposit 11/130001 

Total Commissions 
Heeige Gain ^Loss) 

General Journal 9/30/2001 
Oenwal Joun^ 10/230001 
General Journal 11/120001 
Ganwal Journal 11/30/2001 
Tctel Hedge Ga!t\ /O.oss) 


COM COMMISSIONS NOTO 

COM COAMSSIONS NOTO 

COM COMMISSIONS NOTO 

COM COMMISSIONS NOTO 

COM COAMISSIONS NOTO 

BERGEK^ 

COM COMMISSIONS NOTO 

COM COMMISSIONS NOTO 

COM COMMISSIONS NOTO 

COM COMMISSIONS NOTO 

COM COMMSSIONS NOTO 

COM COMMISSIONS NOTO 

COM COMMISSIONS NOTO 

COM COMMISSIONS NOTO 

COM COMMISSIONS NOTO 

CCM COA«M$SIONS NOTO 

COM COAMSSIONS NOTO 

COM COMMISSIONS NOTO 

COM COM4ISSION5 NOTO 


.hrClc-04 Accrual NOTO 

BEROE BOSS 
NOTO 

Je-Ck-ll Accrual noloAt. boae-S 



Ciasa 

Split 

Amount 

Balance 

V-50164 

^counts R.„ 

•2.198.381.09 

-2,198,381.09 



-2,198,381.09 

-2,198,381 .M 

V-50154 

Accounts R... 

-255,771.61 

-2K.771.61 

V-S0164 

-SPLIT- 

-14.953 Xi 

-270,725.00 



-270.725.00 

-270.72500 

V-S01S4 

Accounts R.„ 

-38,000.00 

•38,000.00 

V-50164 

Cwh-CA)... 

-15.49 

-38,015.49 

V-50164 

BNP ParilM... 

-^.00 

•38,100.49 

V-S0164 

Cash-CAI... 

•15.51 

-38,116.00 

V-50164 

Cash CAI ... 

•15.25 

•38,13125 

V-S0164 

BNP Pariba... 

•585.00 

-38,71625 

V-50164 

Cash CAI ... 

•15 36 

-38,731.61 

V-50164 

Caah-CAi... 

•24,919.77 

•63,651.38 

V-50164 

Cash-CAI... 

•13,070.07 

-78.721.45 

V-S0164 

BNP Pariba... 

•85.00 

•76,806.45 

V-S0164 

Cash-CAI ... 

-15.17 

-78,821.62 

V-501$4 

BNP Padba... 

-20.83 

-76,842.45 

V-S0164 

Cash-CAI... 

•15.22 

-76.857.67 

V-50164 

Cash CAI ... 

•96.45 

-76.954.12 

V-50164 

Cash-CAI... 

-15.24 

-76,969.36 

V-S0164 

Cash-CAI... 

•618.00 

-77,58726 

V-S0164 

Cash-CAI... 

-618.00 

-78205.36 

V-S0164 

Cash-CAi... 

-617.50 

-76.822.86 

V-50164 

Cash CAI ... 

•617.50 

.73,4«>.36 

V-50164 

Cash CAI ... 

-73.44 

-79,513.80 

V-50164 

Cash CAI ... 

•95.73 

-79,60943 

V-50164 

Cash CAI ... 

-95.56 

-79,705.09 

V-50164 

Cash CAi ... 

-14.99 

-79,720.08 

V-S0164 

Sales Otf ... 

38,000.00 

-41.720.08 

V-50164 

Cash CAI ... 

-20,00 

-41,740.08 

V-50164 

Cash CAI ... 

-14.98 

•41,755.06 



•41,755.06 

■41,755.06 

V-S0164 

Accounts R... 

•196.000.00 

-196,000.00 

V-50164 

Cash CAI ... 

•190261.25 

•386261.25 

V-S0164 

Salat -Oil ... 

196.000.00 

-190.28125 



-190,281.25 

-190261.25 



•44,352,402.74 

-44.352.402.74 

V-50164 

25302A:arr ... 

•1.788.50 

•1.788.50 

V-50164 

2S302/Carr.., 

•1.715.00 

•3,503.50 

V-50i64 

25302iC*rr ... 

•1,347.50 

•4,851.00 

V-50164 

25302A::arr ... 

-2.371.60 

-7,222.60 

V-50164 

2S302roarr ... 

•1.719.90 

-8,942.50 

V-S0164 

Hedge Gain... 

-3.650.40 

-12.592.90 

V-501$4 

25302/CerT ... 

-171.50 

-12,764.40 

V.50164 

25302«8rr 

-1.SI8.00 

•14283.40 

V-50164 

2S302/Cafr ... 

•1.401.40 

•15.684.80 

V-50164 

25302/CarT ... 

•906.50 

-16,591.30 

V-50164 

2S302/Carr ... 

588.00 

-18,003.30 

V.50164 

25302/Cerr ... 

•563 SO 

-16.^.80 

V-S0164 

25302«;arr ... 

-749.70 

-17,318.50 

V-S0164 

2S302/Cerr ... 

-1.71S.0Q 

-19,031.50 

V-50164 

2SX2K*n... 

-657.50 

-19,889.00 

V-50164 

2<5X2JC»n ... 

-652.60 

-M.741.60 

V-W164 

25302A:art ... 

-852.60 

-21.^20 

V-50164 

2S302/Can ... 

-1,401.40 

-22,995.60 

V.50164 

25302A::arr ... 

1,401.40 

•21,59420 



•21.^.20 

-21.59420 

V-50164 

Accounts R... 

3,410,000.00 

3,410,000.00 

V-50164 

-SPLIT- 

269,220.00 

3.6TO220.0Q 

V-S0164 

25302/Carr ... 

3.412,770.00 

7.091,99000 

V-S0164 

Sales -Oil ... 

-3,410.000.00 

3.681,990.00 



3,681,930.00 

3.661,990.00 
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i2::9PM Bayoit Supply & Trading, Ltd. 

tnnw* Transaction Detail By Account 

Aectwi ««•<• January 1396 Uirough December 2003 


Date 

Num 

Name Memo 

Class 

SplH 

Amount 

Batance 

Meraat income 

D^)oe« 11/^001 


INTEREST INC... NOTO 

V-50164 

2S302Carr ... 

7.22451 

7524.91 

ToM fricome 





752451 

7.22451 

TOTAL 





2,022.769.34 

2,022,769.34 
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12:53 PM Bayoii St4}pty & Trading, Ltd. 

ntnmt Transaction Detail By Account 

Aceniai bmi* January 199$ trough December 2003 


Typ* 

Date 

Itom 

N«m 

Memo 

Osss 

spm 

fUnount 

Balance 

GkMaSidn 

Sirfw • Produces 








Gsner^Jomuf 11/30^1 

Tcrtal Sales - Oil Protftjds 

T<^ Gross S^s 

Coat ol Safes 

Broioir Comm 

J9-Ck-07 

VanCNis 

O. SWRrr*4 

V-S0169 

Accounts R.. 

39.197.907.27 

39,197.907 27 

39.197.907.27 

39.197.907.27 

39.137.907.27 

39.197.907.27 

Otec* 

10/29/2001 

1362 

DYNOIL ENEH... 

o.SPiRrr-4 

V-50169 

Cash-WeB... 

-2S0.00 

•250.00 

Qwdi 

10^^2001 

1362 

DYNC».ENEa.. 

0.SPiniT^ 

V-50169 

Ca^-Well 

-250.00 

•500.00 

C^ck 

11/16/2001 

1376 

DVnCtt. ENEB.. 

aSpirii-4 

V-60169 

Cash - Weil 

-250.00 

-750.00 

Garwral Journal 

12/31/2001 

JE-tH08 

STARSUPPLY~ 

O.SPIRIT-4 

V-50169 

Brokm^ Comm 

-6,240.76 

•5.990.76 

General Jotanai 

12^1/2001 

JE-LH08 

SWTE/^NER... 

O.SPIRfT-4 

V-50169 

Broker Comm 

•2,600 00 

•8,490.76 

Genera) Journal 

12/31/2001 

JE-LHOS 

ECHO ENERGY 

O.SPIRIT-4 

V-50169 

Broker Comm 

-1,000.00 

■9.490.76 

Cteck 

1/14/2002 

1395 

STARSUW*LY 

O.SPtRIT-4/20 . 

V-601S9 

Cash - Well... 

-S.240.76 

-14,731.62 

Check 

1/14«002 

1398 

SYNT^NER... 

O.SPlRIT-4/rt.. 

V-50189 

Cash-WeH. 

•2SO.OO 

-14.981.52 

Che^ 

ViAOQta 

1398 

SYNTEXENER... 

O.SPI«T.4/T1... 

V-S0169 

Cesh-WeH., 

•250.00 

•1S.231.S2 

Chedc 

1/14/2002 

1396 

SYNTEXENER... 

O.SPIRIT-4/T1. 

V-60169 

Cesh - Wen- 

-%0.00 

-15.481.52 


1/14/2002 

1398 

SWTEISNER 

O.SPIHIT.4/n. 

V-S0169 

Cash -Wen... 

-250.00 

-15.731.52 

Ched( 

WAJ2002 

1398 

SYNTEXENER 

osPtfVT-in'i .. 

V-601Sd 

Cesh-WeS... 

-250 00 

•1S.%1.S2 

Check 

1/14/2002 

13% 

SYNTEXENER... 

O.SPtRIT-4/TI... 

v-soies 

Cash- Wen... 

-250.00 

-16.231.62 

Check 

1/14/2002 

1398 

SWTEiCNER... 

o,spiRrr-4/ri... 

V-501^ 

Cash -Wen... 

-»0.00 

-16.481.52 

Che<J( 

1/14/2002 

1398 

SYNTEXENER .. 

o.spiRrr-4/ii.. 

V-60169 

Cash -Wei... 

•2S000 

-16,731.62 

Oteck 

1/14/2002 

1398 

SYNTE)£NER... 

O.SPIRIT-4/ri... 

V-60169 

Cash -Wan... 

-250.00 

-16,981.52 

Oteck 

1/14/2002 

1398 

SWTEXENER... 

O.SPI«T-4/ri... 

V-60169 

Cash-Wafl... 

•250.00 

•17.231.52 

Ote^ 

1/1S/2002 

1-W1 

ECHO ENERGY 

OSPNVT^/CS 

V-60169 

Cash - W^... 

•600.00 

-17.73152 

ChcK^ 

1/1S/2002 

1401 

ECHO ENERGY 

O.SPIRfT-4/C3... 

V-50168 

Cash 'Wen... 

-%0.00 

-17,981,52 

Ched( 

1/15/2002 

1401 

EO10 ENERGY 

O.SPIRIT-4A33 

V.60169 

Cash - Wen. . 

-SO 00 

•18.231.52 

GerteralJourmd 

2/^/2002 

JELKite 

STARSUPPLY... 

OSPiraT-4 

V-50169 

Broker Comm 

5,240.76 

-12,990.76 

Genera Journal 

2/28/2002 

JE-LH/02 

SYNTEXENER... 

O.SPI«T-4 

V-50169 

Broker Comm 

2.SOO.OO 

-10,490.76 

Genecti Journal 2/28/2002 

To^ Broker Comm 

Exchange gairVloas 

JE-UiQ2 

ECHO ENERGY 

OSPRVT'4 

V-60169 

Broker Comm 

1,000.00 

•9,490.76 

-9.490.76 

-9.490.76 

Check 11/8/2001 

Total &changs gakWIoss 
Oemurrage « UgMsf 

IHJRCH 

UNITED NATIO... 

0 SPIRIT-4 

V-50169 

Cash • CAI ... 

-22,^69 

•22,756.69 

•22,766.69 

-22.756.69 

DsposH 

12/28/2001 

LQKT 

VALERO MARK... 

O.SPWVr-4 

V-50169 

Cash - CAI ... 

14.769.60 

14.789.60 

Genera Journal 1 2/31/2001 
Tc^ Demunage 9 Lighter 

Crude Purchases 

Je-Ck-as 

/Lcctual 

0. SPiflrr-4 

V-50169 

-SPLIT- 

55.227 43 

69.997.03 

69.997.03 

69.997.03 

Cheek 

11/r/2001 

PUftCH 

KAVERHttlTR... 

OSf1flfT-4 

V-50169 

Cash -CAI... 

•1.021.795,46 

-1,021,796.46 

<»»tk 11/8/2001 

Total Crude Purchases 

pgncH 

UNITED NATIO... 

ospiRrr-4 

V-60169 

Cash • CAI ... 

-37,930.600.31 

-36.952,395.79 

•38.952,395.79 

•38,952,396.79 

Interest 

Check 

10/1S2001 

LOAN 

FIXED TERM A... 

o.SPiRnr-4 

V-60169 

Cash - CAI ... 

•77810 

■779.10 

Check 

10/24«»1 

LOAN 

FIXED TERM A.. 

O.SPIRIT-4 

V-60169 

Cesh 'CAI ... 

■629.76 

-1.308.86 

Cheek 

10/26/2001 

LOAN 

FIXED TERM A... 

HPARADISE-S 

V-60169 

BNP Parn» 

•2,131.78 

•3.440.64 

Owek 

1029/2001 

LOAN 

FIXED TERM A... 

O SPIRfT-4 

V-50169 

Cash -CAI 

-1,112.11 

•4,652.75 

Check 

11/8/2001 

LOAN 

FIXED TERMA. 

O^hRfT-4 

V-60169 

Cash -CAI . 

•785.33 

•5.336.06 

Check 

11/15/2001 

LOAN 

FIXEDTEM4A... 

O.SPIRIT-4 

V-50169 

Cash -CAI... 

•305.24 

•5,643.32 

Chedc 

11/15/2001 

LOAN 

FIXED TERMA 

O.SPIBn’-4 

V-60ie9 

Cash -CAI ... 

•24.534.04 

•30.177,36 

Dwck 

11/15/2001 

LOAN 

FIXED TERM A... 

o.spiRrr-4 

V-50169 

Cash - CAI ... 

•339.54 

-30.516.90 

Cheek 

11/19/2001 

LOAN 

nXEOTERMA... 

O.SPIRrT-4 

V-60169 

Cash -CAI ... 

•15.313.22 

•45,830.12 

Oeneritf Joum^ 

11/30/2001 

^H4)1 

CAI 

O.^RIT-4 

V'50169 

IX Charges 

■5,203.08 

■61,033.18 

General Joum^ 

11/302001 

Je-Ck-07 

Aecnial 

O.SPIRrT-4 

V-60ie9 

Accounts R. 

•150,000.00 

•201,033.18 

Check 

12/3/2001 

LOMt 

ro^D TERMA. 

OSPIRrT-4 

V-60169 

Cash - CAI .. 

-53.816.21 

-254.64939 

Check 

12/4/2001 

LOAN 

FIXED TERM A... 

O.SP1RfT-4 

V-S0169 

Cash -CAI 

^491.% 

-257,140.65 

Cheek 

12^/2001 

loan 

FIXEDT^RMA... 

O.SPIRIT.4 

V-50169 

Cash -CAI 

-3,047.00 

-260.187.65 

^teek 

^2/7/200i 

LOAN 

RXEO TERM A... 

O.SPiniT-4 

V-50ie9 

Cash -CAI . 

-4,583 33 

•264,770.98 

Check 

12/17/2001 

LOM4 

FIXED TERM A.. 

O.SPIHIT-4 

V-60169 

Cash-CAf.. 

•1.841.67 

-266.612.65 

Check 

1201/2001 

INT 

INTEREST CHA- 

05PlfllT-4 

V-50169 

Cash -CAI... 

-1,197.58 

-267,810.23 

Check 

1201/2001 

IMT 

WTERESTCHA... 

O.SPIRIT-4 

V-50169 

Cash -CAI... 

■942.52 

-268,752.75 

General Jounat 

12/31/2001 

Je-Ck-29 

Reverse Accrual 

O. SPIRfT-4 

V-60169 

Demurrage ... 

150.000-00 

•118.752.75 

Check 

1/30002 

LOAN 

FBCO TERMA... 

o.spiRrr-4 

V-50169 

Cash • CAI ... 

-3,492.15 

-122,244.90 

Check 

1/102002 

LOAN 

FOCDTERMA... 

O.SPIRfT-4 

V-S0169 

Cash -CAI... 

•t.417.62 

-123,682.52 

Check 

Total Irserest 

InapeeSon 

1/14/2002 

LOAN 

FD^D TERMA... 

o.spiRrr-4 

V.60169 

Cash - CAI ... 

-610.56 

•124,273.08 

-124,273.08 

•124.273.08 

Genera) Journal 

11002001 

Je-Ck-07 

Accrual 

O.SPIWT-4 

V-60169 

AecQurtts R... 

-35,000,00 

•35,000.00 

General Journal 

Ttta) tnspeeterr 

6/300002 

Je-Ck-16 

Accrue 

O.Splht-4 

V-50169 

EsBrnateO ... 

■4,856.38 

-;».856.38 

-39.856.38 

-39.856.38 


Pegsl 
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13;S3 PM Ba^il Supply & Trading, Ud. 

(ffMM Transaction Detail By Account 

AccnMt Btihi January 19^ throusn Decembar 20(a 


Type 

Date 

Nun 

Name 

fetemo 

Claea 

SplK 

iMnowit 

Btfanee 

Inturtuwe 
General Journal 

11/3QI2001 

Ja-Ck-07 

Accrual 

aSPIRtT4 

V-50169 

A^ounls R... 

-IS.OOO.OO 

000.00 

Check 

12/13/2001 

INS 

CRAIG FERGU... 

O.SPIfllT-4 

V-50169 

Cash - CAI ... 

•29.173.61 

-53,173.61 

Genera) JoumM 

12^1/2001 

Je-Ch'2d 

Reverse Accrual 

o.spiftrr-4 

V-60169 

Demurrage ... 

25,000.00 

-28.173.61 

Check 

1/31/2002 

INS 

CRAIG FERGU... 

O.SPIRIT-4 

v-soies 

Ca^-CAI ... 

-2.647.61 

-30.821,22 

Total ksurance 







-30.821.22 

-30.82122 

L/COwugee 
Genera Journal 

9GCV2001 

JE-IHSK 

CAI 

ospiBrr-4 

V-50169 

Sank Seme... 

^.281.07 

•62281.07 

Total UC Charges 






•62,281.07 

-52J»i.07 

Ff»h^ 

Che^ 

10*4^1 

PtS 

GRACESEAU.. 

O.SPIRIT-4 

v^idg 

Cash -CAI ... 

-107,835.62 

-107.835.62 

Check 

itvs^t 

FRQHT 

GRACESEAU.. 

o.spiRrr-4 

V-50169 

Cash -CAI ... 

•634,393.% 

-742.229.57 

Chsc* 

11/9/20)1 

FF^HT 

GRACESEA U... 

o.spiRnr-2 

V-S01d9 

Cash -CAI ... 

^.8% 20 

•1,329, 034.n 

Check 

ii/ia^i 

FRGHT 

FAL ENERGY C.. 

O.SPIRrT-4 

V-S0169 

Cash • CAI . 

-1,824,406.18 

-3,153,500% 

Qerwral Journal 

11/30/2001 

Je-Ch-O? 

Accrual 

O.SPlRtT-4 

V-50169 

AeeourMsR... 

•716,738.70 

•3.8702M65 

GerteralJounal 

IliWZOOl 

Je-Ck-07 

Accrual 

O.SPffUT-A 

V-S0169 

Account R... 

-496,580.50 

-4,368.820.15 

General Journal 

11/3(y2001 

Je-CK-07 

Accrual 

0. spiniT-4 

V-50ie9 

Accounts R 

652,681.% 

•3,814.138 66 

Check 

12/3/2001 

FRGHT 

LICORNE PACI 

OSPtfVT-4 

V-50169 

Cash -CAI . 

-606h270.70 

•4,3^,409.% 

Check 

12/7/2001 

FRGHT 

OBC SHPPNG 

OSP«IT-4 

V-60169 

Cash -CAI . 

•10,650.00 

-4,331.0%.35 

Check 

12/13/2001 

FIW3HT 

LETHSUeZTR... 

O.SPIRfr-4 

V-S0169 

Cash -CAI 

-210,468.00 

-4.541.527.35 

General Journal 

12/31/2001 

Je-0(-29 

Reverse Accrual 

0. spiRrr-4 

V-S0169 

Demurrage _ 

716.738.70 

-3,824,788.65 

Check 

1/10«»2 

FRC»fr 

THE KANOO G... 

o.^»iRrr.4 

V-60169 

Cash-CAl .. 

•1,310.00 

-3,826,098.% 

Check 

2/7/2002 

FRGHT 

GRACESEA Lt... 

O.SPIRIT-4 

V-50169 

Cash -CAI ... 

-45.731.70 

-3,871,830.35 

<^»ck 

a«7/2002 

FRQHT 

THE KANOO G... 

O.SP«VT-4 AG. 

V-50169 

BNP PaikM 

•5.01 

•3,871 .e%.36 

Check 

4/18/2002 

FRGHT 

CSl 

O.SP«=WT-4/OF... 

V-60169 

BNP Panba 

-700.00 

-3.872,535.36 

TelMFretgW 







•3.872.535.36 

3,872.K».36 

Omiumige 
Qetwal Journal 

11/3(V2001 

Je^k-07 

Accrual 

o.sPiRrr-4 

V-5016S 

Accounts R... 

-25.00000 

-25.000 00 

General Journal 

4/30()2002 

JeCk-U 

Reverse Accnral 

O. SPlRIT-4 

V-S0169 

Estlmaiecl 

25.000.00 

0.00 

Total Demurrage 







0.00 

0.00 

Finance Chargee 
Oenertf Journal 

9/30/2001 

JE<LH/02 

CAI 

O.SPIWT-4 

V-50169 

Bank Servie... 

•124.00 

-124.00 

Check 

10/4/2001 

NS 

GRACESEAU.. 

O.SPtRlT-4 

V-50169 

Cash - CAI ... 

-16.40 

-139.40 

Check 

tOi/51'2001 

FRGHT 

GRACESEAU... 

O.SPIWT-4 

V-S0169 

Cash-CAl... 

•1544 

•tS4.B4 

Check 

10/10/2001 

8C 

BANK CHARGES 

O.SPiRIT4 

V-60169 

Cash-CAl... 

•15.37 

■170.21 

Check 

WII/^MI 

BC 

BANK CHARGES 

O.SP«rT-4 

V-50169 

Cash -CAI.. 

-1827 

-165.48 

Check 

10/22/2001 

FW 

BANK CHARGES 

H PARADISE-6 

V-50169 

BNP Panba . 

•3106 

-216.56 

Check 

10/24/^)01 

BC 

BANK CHARGES 

O.SPIRIT-4 

V.50169 

Cash-CAl. 

•1605 

-231.61 

Check 

10/28/2001 

BC 

BANK CHARGES 

ospniT-4 

V-60t69 

Cash -CAL. 

•1516 

-246.76 

(heck 

1iy29^1 

BC 

BANK CHARGES 

o.spiRrr-4 

V-60169 

Cash-CAl ... 

-15.28 

-262.01 

Check 

10/30i9M1 

BC 

BANK CHARGES 

OSPiRir-4 

V-50t69 

Cash-CAl ... 

•15 46 

■277.47 

(heck 

11/7/2001 

PURCH 

HAVERHBi. TR... 

ospmrr-4 

V.50169 

Cash - CAI ... 

•15.29 

•2KD.76 

Check 

11yW200t 

PURCH 

UNfTEO NATO .. 

OSPIRrT-4 

V.60ie9 

Cash-CAl 

-42.85123 

•43,143.99 

Iherk 

11/9/2001 

BC 

SANK CHARGES 

O.SPIRrT-4 

V-50169 

Cash-CAl . 

-16.15 

■43.156.14 

Check 

ii/awji 

FRGHT 

GRACESEAU.. 

O. 

V-50169 

Cash-CAl 

•15.15 

•43,174.29 

Che^ 

11/13/2001 

FRGHT 

FAL ENERGY C- 

O.SPIRIT-4 

V-60168 

Cash -CAI.. 

•14.97 

•43.189.26 

Cheek 

11/14/2001 

ec 

BANK CHARI^S 

o.^wrr-4 

V.60ie9 

Cash • CAI ... 

-14 96 

-43,204.22 

Check 

1t/19«001 

te 

BANK CHARGES 

o.SPifln--4 

V-50169 

Cash • CAI ... 

-15.01 

•43.219.23 

Check 

11/20/2001 

BC 

BANK CHARGES 

O.SPmiT-4 

V-50ie9 

Cash-CAl... 

-15 10 

-43234.33 

Check 

11/21/2001 

BC 

BANK CHARGES 

O.SPIRIT-4 

V.50169 

Cash • CAI . 

•15.08 

-43249.41 

Check 

11/28/2001 

BC 

BANK CHARGES 

o.spiRrr-4 

V-50169 

Cash-CAl... 

-15.14 

•43,264.55 

Che^ 

12/3/2001 

FRQHT 

UCORNE PACI ... 

O.SMRIT-4 

V-50169 

Cash - CAI ... 

•15.13 

•43,279,68 

Deposit 

12/4/2001 

REV 

PORT ARTHUR... 

o.spiRrr-4 

V-S0189 

Cash-CAl 

-1 .4^.70 

-44.682.38 

D^»Sif 

12^^1 

REV 

VALERO MARK 

OSPlRrT-4 

V.50169 

Cash-CAl , 

-65820 

•45240.68 

ChMk 

12/6/2001 

LGHT 

DALESTREET/.,. 

0-SPIRn’-4 

V-50169 

Cash-CAl.. 

•16.07 

-45,255.75 

Deposk 

12/6/2001 

LQHT 

MTL PETROLm... 

O.^IRIT-4 

V-S01» 

Cash-CAl . 

•40.00 

-45295.75 

^teck 

12T/2001 

LGHT 

AMERICAN EA.. 

OSPIRfT.4 

V-S0169 

Cash - CAI ... 

•15.10 

-45.310.85 

Check 

12/7/2001 

FRGHT 

OeCSHlPPNG.. 

O.SPIRrT-4 

V-60ie9 

Cash-CAl . 

-15.10 

-45,325.95 

Dep(»k 

12/7/2001 

rev 

POTT ARTHUR... 

ospiHrr-4 

V-50ie9 

Cash-CAl . 

-1.299.55 

•46,625.50 

Oeposk 

12/7/2001 

REV 

KOCH PETROL.. 

O-SPIRIT-4 

V.50169 

Cash • CAI ... 

-%9.01 

-47,194.51 

Deposit 

12/7/2001 

REV 

Diamond Shamr... 

O.SPIRIT-4 

V-50169 

Cash-CAl .. 

•547.71 

-47,742.22 

ChMk 

12/13/2001 

ms 

CRAIG FERGU... 

O.SPIRlT-4 

V-50169 

Cash • CAI ... 

-15.23 

•47,^7.45 

Check 

12/13/^1 

FRGHT 

LETH SUEZTH. 

O.SPIRIT-4 

V-50169 

Cash • CAI .. 

•15.24 

-47,772.69 

D^rosrt 

12«8«0O1 

LQHT 

VALERO MARK . 

O.SPlRfT-4 

V-50169 

Cash-CAl. 

•»)00 

-47,79269 

Qwck 

1/10/2002 

FRQHT 

THE KANOO Q... 

O.SPIRrT-4 

V-50ie9 

Cash - CAI ... 

-15.04 

-47,807.73 

Cherk 

1/31/2002 

ms 

CRAK3 FERGU... 

o.spiRrr-4 

V-50169 

Cash-CAi„. 

•14.62 

47,822.35 

Check 

2/7/2002 

FRGHT 

GRACESEAU.. 

O.SPIRfr-4 

V-S0169 

Cash-CAl . 

-14,72 

-47.837.07 

Rnance Charges 






-47,837.07 

-47.837.07 


PagaZ 
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07/1 &04 
AecnwIBMi* 


Bayoil Supply & Trading, Ltd. 

Transaction Detail By Account 

January 1996 ttvough Oecomber 2003 


Type 

Date 

Num 

Name 

Memo 

Cteea 

Spin 

Amoimt 

BMaiKe 

Ughtodns Chargee 








General Journal 

11/30^1 

Je-Ck-07 

Accrual 

O.SPfWT-4 

V-S0169 

Accounts R... 

■470,484.10 


Check 

12/6/2001 

LQHT 

DALESTREET/... 

O.SnR(T-4 

V-S016S 

Cash-CAi... 

-122.789.04 

-593,273.14 

Deposit 

12/6/2001 

LGHT 

MTL PETTtCM.IN,.. 

o.spnnr-4 

V-50169 

Cash - CAI ... 

124.Ce3.&9 

-469.249.45 

Owck 

12/7/2001 

LGMT 

AMERICAN EA... 

O.SPiRn'-4 

V-50169 

Ca^-CAI ... 

■471,716.75 

•940,9^.20 

General Journal 

12/31/2001 

Je-Ck-29 

Reverse Accrual 

O. SPIRIT-4 

v-soied 

Demurrage ... 

470,484.10 

•4TO, 484.10 

Total Ughtering Charges 






-470,484.10 

-470.484.10 

Total Cost of S«^s 







-43,652.734.49 

-43.552.734 49 

Bank Service Chargee 









11/8/2001 

PURCH 

la^lTEDNATK) 

o.SPiRrr-4 

V^t69 

Cash - CAI .. 

•162 18 

•182.10 

Tr^l Bank Service Ow^ies 






-1W.18 

•162.10 

CtHnmieilonc 









General Journal 

1CV23«)01 

com 

COMMlSSiOt4S 

O-YMPtASPt.. 

V-S0t69 

2S300/Carr . 

-t4, 700.00 

-14,700.00 

Oerret^ Journal 

10/24/2001 

COM 

COMMISSIONS 

OLYMPIA SPI. . 

V-S0169 

2S300^rr.. 

-3,106-60 

•17406.60 

Oertentf Jot^l 

IQQS^XH 

(XM 

COMMISSIONS 

OLYWIASPI... 

V-S0t69 

25300«afr... 

-891.80 

•18.6M.40 

General JtKjmal 

10/26^1 

COM 

COMMISSIONS 

CM.YM>IASPI 

V-S0169 

2530<yC8m.. 

-2.^.80 

-21.354,20 

Oenenil Journal 

10i^9/2001 

<X)M 

COMMISSIONS 

OLYMPIA SPI... 

V-60169 

2S30a/Carr ... 

■2.778-30 

-24.132 60 

General Jourrul 

10/291/2001 



OLYMPIAN 

V'S0169 

Hedge Gam... 

■1C6.00 

-24437 50 

General Journal 

10/29»2001 



OLYMPIAN.. 

V-S0169 

Hedge Gan... 

-105.00 

•24.342,50 

General Joitnal 

1Q«y200t 

cm 

COMJiS^ONS 

OLYMPIA Sn 

V-S0169 

2S30(VCBrr... 

-1.306.30 

-^.650.80 

QerenU Jounvd 

10/31/2001 

COM 

COMMISSIONS 

OLYMPIA SPI .. 

V-50169 

26300A^rr... 

•2.062.50 

-27.733 30 

Oetwcti Journal 

11/2/2001 

COM 

COMMISSIONS 

OLYMPIA SPI 

V-50169 

26300/Catr .. 

■857.50 

-28.690.80 

General Journal 

1 1/S/2001 

COM 

COMMISSIONS 

O.SPIRIT4 

V-50169 

2S301/Carr... 

•367.50 

-^.958.30 

General Journal 

11/6/2001 

COM 

COMMISSIONS 

OLYMPIA S«... 

V-S0169 

2S30(yCan- ... 

-2,675 40 

-31,633.70 

Deposit 

11/6/2001 

COM 

COMMISSIONS 

OLYMPIA SPI. . 

v-soies 

25301A>n' 

367 50 

•31,266.20 

General Joum^ 

11/7/2001 

cm 

COMMISSIONS 

OLYMPIA SPI... 

V-S0169 

2S301/Carr... 

-367.60 

-31,633.70 

Deposit 

1t/8«IOt 

COM 

COMMISSIONS 

OLYMPIA SPI... 

V-S0169 

2S301/C8rr ... 

362.60 

-31471.10 

General Journal 

11/8/2001 

COM 

COMMISSIONS 

OLYhff>USPt... 

V-50169 

2S300/Carr ... 

-739.90 

-^.011.00 

Oenaial Journal 

11/12/2001 

COM 

COMMISSIONS 

OLYIl«>U SPI... 

V-S0169 

2S300Carr... 

•372.40 

•32,363 40 

General Joum^ 

11/12/2001 

COM 

COMMISSIONS 

OLYMPIA SPI... 

V-50169 

2S301/CarT.. 

■490.00 

-32,873.40 

General Jourrtal 

11/13/2001 

COM 

COMMISSIONS 

OLYMPIA SPL.. 

V-50169 

2S30(VCarT 

■1.724.80 

•34,598.20 

General Journal 

11/14/2001 

COM 

COMMISSIONS 

OLYMPIA SPI... 

V-50169 

2630 1/Carr 

-2.072.70 

-36.670.90 

General Journal 

11/15/2001 

COM 

COMMISSIONS 

OLYMPIA SPI... 

V-50169 

2S30OCarT... 

-2.219.70 

•38,890.60 

Depo^ 

11/15«001 

COM 

COMMISSIONS 

OLYW^a»L.. 

V-50169 

26301/Cafr ... 

2.567,66 

•38422 94 

General Journal 

11/19/2001 

COM 

COMMISSIONS 

OL>dJmASPl.. 

V-50189 

2630a/Carr.,. 

-1.494.S6 

-37.817.60 

Depo^ 

11/20/2001 

COM 

COMMISSIONS 

OLYMPIA SPI... 

V-50ie9 

2$30(yCarT.. 

44.10 

•37,773.40 

General Joumtri 

11/21/2001 

COM 

COMMISSIONS 

OLYlytf>lA SPL. 

V-50t69 

2S30G/Carr ... 

•12250 

47495 90 

General Journal 

11/26/2001 

com 

COMMISSIONS 

OLYIk«A^.. 

V-50169 

2S300/Carr.. 

-1.861.10 

•39457.00 

General Journal 

11/27/2001 

COM 

COMMISSIONS 

OLY»tf>IA ^1 .. 

V-S0ie9 

2&300/Carr .. 

-1,029.00 

■40686.00 

General Journal 

11/28/2001 

COM 

COMMISSIONS 

OLYKtf^ SPI .. 

V-50169 

2S30QCarr... 

-558.60 

■41.144.80 

QeneralJoumal 

11/29/2001 

COM 

COMMISSIONS 

OLYMPUS... 

v-soisa 

2S30(VCarr... 

•1.548.40 

44693.00 

Oensnl Journal 

1t/30«CI01 

COM 

COMMISSIONS 

OLYMPUS.. 

v-50169 

2S30(VCarr ... 

-960 00 

43,673.00 

Total Corrtmissloris 







•43.673,00 

43,673.00 

Hedge Gain /ILoea) 









General Journal 

1Qir29/2001 



OLYMRA^ 

V-S0169 

-SPLIT- 

-7.500.00 

•7.600 00 

General Journal 

10129/2001 



OLYMPIA SPI... 

V-S0169 

Hedge Gan... 

-7,500 00 

•16,000.00 

General Joumt^ 

11/302001 

JS-Ctc-O? 

Accrual 

0 SPIRIT-4 

V.50169 

Accounts n... 

S.B16.560.00 

6401460.00 

Qerreral Journal 

12/3/2001 



OLYMPIA SPI... 

V-501» 

-SPLIT- 

-1.322,500.00 


General Joum^ 

1202001 



OLYMPIA SPI 

V-50169 

Hedge Gan... 

7,139.060.00 

11.618,120.00 

Genera Joumti 

1231/2001 

Je^-29 

Reverse Accrual 

O SPIRrr.4 

V-50169 

Demurrage... 

-5.616.68000 

5401,560.00 

Total Hedge Gam /(loss) 






S.B01.560.00 

5.801.560.00 

Intereel Ineome 









Depo^ 

11/92001 

m 

INTEREST «C... 

OLV»»»lA SPI... 

V-50169 

2530(yCarr,.. 

1,483.35 

1,483.35 

D^wsit 

124B/2001 

tf/T 

INTEREST WC... 

OLY«»>iA sn... 

V-50169 

26300/CaiT... 



Deposit 

12/8/2001 

INT 

fffTEREST INC... 

OLYMPIA SPI 

V-50169 

26301/Cafr .. 

45.68 

10413.60 

Total interest Income 







10,213.60 

10413.60 

TOTAL 







1.413,111.20 

1,413,11140 


Pages 
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i-MPm Bayoii Suppiy & Trading, Ltd. 

crntM Transaction Detail By Account 

Accfutita*!* January 1995 through December 


TW» 

Date 

Num 

Name 

Mame 

Ctaee 

Spilt 

Amount 

Balance 

Oro«B Salaa 









Srtta • OR PfoJucta 








Osnemi Journal 

11/3QI20Q1 

Je-Ck-44 

PREMCOR 

H Cs4Mtol-4 

V-5017S 

AceourasR... 

7,347.444.01 

7.347.444.01 

0^>Qsn 

1/14/2002 

REV 

VALERO MARK... 

H.CAPnOL-4 

V-50175 

Cash-CAl ... 

9.^7.701.54 


Oapo^ 

1/14^302 

REV 

PREMCOR 

KCAWrOL-4 

V-60i75 

Cash-CAl ... 

9.152.067 95 

24,737413.50 

Db{X>9N 

1/1S/2002 

REV 

V/U.EHOMARK... 

H.GAF1TOL-4 

V-50176 

Cash-CAl .. 

8.213.202.56 

32,950,416.08 


2/4J2QOZ 

PYMNT 

PREMCOR 

H.CAMTOL-4 

V-S0176 

Ca^-CAI... 

-465,77549 

32,484,640 69 


3/1&^2002 

rev 

PREMCOR 

H.CAMTOL-4 

V'50175 

Cash - OM ... 

9.000 00 

32,4S3,6<W.69 

TotrR Sales • Oil Products 






32.493.640 69 

32,493,640.69 

Total Gross Sales 







32,493,640.69 

32.493,640.69 

Coat of Sates 









Secondary Chga. 








Qenend Joum^ 

11/3<V2001 

Je-a(-44 

Accrual 

RCap<k)i-4 

V-5017S 

Accounts R... 

3.907.568.90 

3,907,688.90 

Gerwra! Journal 

12/31/a)01 

Je-Ck-36 

Accrual 

H. CAHTOL-4 

V-5017S 

Cargos m ir... 

-3.907,568 90 

0.00 

General Journal 

12/31/2001 

Je-a(-36 

Accrual 

H.CAPfrOL-4 

V-50175 

Cargos in tr 

4,606.815.50 

4,606,915.50 

General Journal 

3/31/2002 

Je-Ck-16 

Reverse /teenial 

H C/M>frOL-4 

V-60176 

Crude Pure 

•4.606.91 5.S0 

0.00 

GenersJ Journal 

3/31/2002 

Je-Ck-15 

Reverse /Accrual 

H Capitol-4 

V-50175 

Crude Pure. 

47419.82 

47419.82 

Total Secondary Chgs. 
Exchange gidiVleee 






47.21962 

47419.82 

Check 

11/30/2001 

PURCH 

UNITED NATIONS 

H.CAPrTOL-4 

V.5017S 

Cash-CAl .. 

'19,953.88 

-19,953.88 

Tot^ Exchange gab^oss 

Crude Purchaeee 






-is.^.aa 

-19.953.86 

ChCK^ 

11/1/2001 

PURCH 

CENTURY MAR- 

H.CAPiTOL-4 

V-6017S 

Cash - CAI ... 

-266.960.70 

•266460 70 

Che^ 

11/8/2001 

PURCH 

CENTURY MAR... 

M.CAPrTOL-4 

V-50176 

Cash - CAI ... 

•^,539.30 

-292400.00 

OwM 

11/30«I01 

PWtCH 

haverhkj.tr. 

H.CAPITOL-4 

V-S017S 

Cash-CAl ... 

-769,472.^ 

-1.061472.28 

Check 

11/30«!001 

PURCH 

UNTTEO NATIONS 

H.CAPITOL-4 

V-5017S 

Cash-CAl.. 

-29,462.302.40 

-30.524,274 68 

Genera Journal 

11/3CM2001 

Je-Ck-44 

Acerual 

H Cap(IOl-4 

V-50175 

Accounts R. 

23.469,040.00 

•7.055434 66 

Gmartf Journal 

12/31/2001 

Je-Ck-36 

Accrual 

H CAPITOL-4 

V-50175 

Cargos n tr... 

-23,469.040.00 

-30,624474.68 

General Journal 

12/31/2001 

Je-Ck-36 

Accrual 

H CAPrfOL-4 

V-S017S 

Cargosbitr . 

23,537.040.10 

•6.98743448 

Gerwal Journal 

3/31S002 

JeO(-15 

Reverse Accrual 

H.CAPrroL-4 

V-5017S 

-SPUT- 

-23.537.040 10 

•30424474.68 

Gwwal Journal 

3/31/2002 

JeOciS 

Reverse Accrual 

H. Ca^-4 

v-5om 

Crude Pure . 

7.8^.65239 

•22.647.62229 

General Jourrad 

6/30/2002 

JeCk-14A 

Reverse Accrual 

H.CapKol-4 

V-5017S 

Reoetvable-.. 

•186,870.53 

-22.834,49282 

Total Crude Purchases 






'22.834,492.82 

-24834,49282 

Mareat 

Ched( 

11/21/2001 

LOAN 

FIXED TERM A... 

acAPiTa-4 

v-50175 

Cash-CAl... 

-1465.56 

-1465.56 

Check 

11/30/2001 

LOAN 

FIXEDTEWJA... 

H.CAPITOL-4 

V-60175 

Cash-CAl ... 

-1,40196 

-2,667.52 

Cheek 

11/3(V2001 

LOAN 

FIXED TERM A... 

H.C/M>ITOL-4 

V-$0175 

Cash - CAI .. 

-747.80 

4,416.12 

General Journal 

11/30/2001 

J»4>-44 

Accrual 

KCapitol-< 

V-60175 

AccourtsR . 

-150,000.00 

-153,415.12 

Check 

12/17/2001 

LOAN 

FIXED TERM A... 

KOWTOL-4 

V-S0176 

Cash-CAl ... 

•46.348.70 

-201,763.82 

Check 

12/31/2001 

INT 

WTERESTCHA... 

H.CAPITOL-4 

V-S0175 

Cash-CAl ... 

-1420.17 

•203,083.99 

GeneralJoumU 

12/31/2001 

Je-Ck-3e 

Accrual 

H.CAPITOL-4 

V-50176 

Cargos m Ir... 

50,000.00 

-153.083.99 

Check 

1/3/2002 

LOAN 

FIXED TERM A... 

HCAPITOL-4 

V-60176 

Cash-CAl ... 

•46,3^.67 

•199,479.66 

Gener^ Journal 

1/4/2002 

WT 

NTERESTCHA... 

HEOESPONT-. 

V-S0176 

25S02i:arr . 

•2.763.79 

•202,243.45 

Cheek 

1/10*2002 

LOAN 

FIXED TERM A... 

HCAPITOL-4 

V-60175 

Cash-CAl .. 

-18.834.08 

•221.077.53 

Oeck 

1/14/2002 

LOAN 

FIXEDTEmtA... 

H.CAPITOL-4 

V-50175 

Cash-CAl 

•8.11163 

•229,18918 

Che<d( 

1/142002 

LOAN 

FIXED TERM A. 

HCAPITOL-4 

V-50t75 

Cash - CAI ... 

•106.44 

-229497.60 

Cheek 

1/1S/2002 

LOAN 

FIXED TERM A... 

KCAPrrOL-4 

V-50175 

Cash - CAI „ 

•709 99 

-230,007.^ 

Che^ 

1/17/2002 

LOAN 

RXEOTERMA 

H.CAnTOL-4 

V-5017S 

Cash-CAl... 

•24.67 

-230,03426 

Check 

1/17/2002 

LOAN 

FIXED TEtWA... 

H.CAnTOL-4 

V-50176 

Cash - CAI ... 

-80.03 

-230,11249 

Genera Journal 

2/S2002 

WT 

INTERESTCHA... 

HELLESPONT ... 

V-50175 

25302/Carr ... 

-6,158.69 

•236,271.18 

Gerwnri Journal 

3/8/2002 

INT 

INTEREST CHA... 

HELU»>ONT . 

V.50175 

25302/Carr... 

-5,084.41 

•241,355.^ 

General Journal 

3/31/2002 

Je<k-t6 

Reverse Accrual 

H CAPITOL-4 

V-S0175 

Crude Pure... 

100,000.00 

•141,355.69 

Total Inlerest 







-141,355.59 

-141,355.59 

fnapecdon 
General Journal 

11/30/2001 

Je-Ck-44 

Accrual 

H.CapitDl-4 

V-50175 

Accounts R... 

-40,000.00 

-40,000.00 

Check 

31/11/2002 

WSP 

INSPECTOflAT.. 

H.CAPrOL-4 

V-S017S 

Cash - CAI ... 

•2,151.60 

-42,151.60 

Cheek 

3/11/2002 

WSP 

INSPECTORAT . 

H.CAPITOL-4 

V-60175 

Ca^-CAt... 

4!.O0Q.85 

-44,162.45 

Check 

3/11/2002 

INSP 

WSPECTORAT . 

H.CAPITOL-4 

V-S0175 

Cash - CAI ... 

•2,371.33 

•46.523 78 

Oieek 

3/11/2002 

fNSP 

INSPECTORAT... 

HCAPrTOL-4 

V-5017S 

Cash-CAl 

-1,899.74 

-48.423.52 

Check 

3^1/2002 

!f«P 

01 WSPECTIO... 

HCAPrTOL-4 

V-50176 

Ceah - CAI . . 

•19,910.38 

-68.333.90 

GaneralJoumai 

asi/Kwa 

Je-Ck-15 

Reverse Accrual 

H.CAPrrOL-4 

V-60175 

Crude Pure... 

40,000.00 

^.333.90 

Check 

4/10/2002 

INSP 

01 WSPECTIO-. 

H.CAPITOL-4 

V-50175 

Cash-CAl... 

-14,588.85 

-42,922.75 

Cheek 

9/18/2002 

»iSP 

OeC SHIPPING- 

HCAPITa-4 

V-50175 

Cash-CA! ... 

•7,009.90 


Total InspecRon 

Ineuraitea 







•49,932.65 

-49,932.65 

GaneralJoumai 

Cheek 

GaneralJoumai 

Total ksurence 

11/30*2001 

1/31/2002 

3/31/2002 

Je-a(-44 

INS 

Je-Ck-15 

Aeenial 

CRAIG FERGUS... 
Reverse Accrual 

HCapHoM 

H.CAPITOL-4 

HCAPITOL-4 

V-50175 

V-50175 

V-50t7S 

Accounts R... 
Cash-CAl... 
Crude Pure... 

•33,000.00 

-24,57244 

33,000.00 

•33,000.00 

47,5».64 

•24,572.84 







^4.572.84 








-24.$72,e4 


Paget 
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3,4ePM Bay<^i Supply & Trading, Lid. 

<fTnvo4 Transaction Detail By Account 

Aceru»i 8Mi» Januwy 1995 through Dec^b^ ^)03 


Typ# 

Date 

Num 

Name 

Memo 

OeM 

SpHt 

IVnount 

Balmee 

UCChargM 

Oensrai Journal 

10/31/2001 

^C-LWOI 

CA! 

H.CAPfrOL-4 

V-50175 

Freight 

-33,847 56 

-33.647.58 

Qsnamt Journal 

Total UC Chargas 

10/31/2001 

^-LH/01 

CAI 

H.OU>mX-4 

V-B0175 

FrelgW 

-12.391,65 

-46,239,21 

-46,239.21 

239.21 

FraIgM 

Check 

10/10/2001 

FRCMT 

HELLESPONT S... 

H.CAPfTOL-4 

V-S0175 

BNP Parlba 

-48.400.00 

-48.400.00 

Chedi 

11/»2{»1 

FRGKT 

HELLESPCMTS.. 

H.C/tfWOL-4 

V.5017S 

Cash -CAI... 

-672.mOO 

•721,150.00 

General Journal 

11/30/2001 

Je-Ck'21 

Rewrse Accrual 

H. CAPITOL-4 

V-60175 

Sales -C»P... 

-471,080.26 

-1,192,23026 

General Jown^ 

11/30/2001 

Je-ac-44 

Accrual 

H. Cap(tot-4 

V-5017S 

Accounts R 

-2,085.445.46 

•3,277,675.71 

Check 

\2/^tXXi1 

INS 

HELLESPONT S... 

H.CAPfTOL-4 

V-B0175 

Cash -CAI 

-1^,000.00 

-3,412.675.71 

General Joisn^ 

ia31/2001 

Je-0(-38 

Accrual 

H. CAPITOL-4 

V-50t75 

Cargos Intr 

•1,291,390,00 

•4,704,065.71 

General Journal 

12^1/2001 

Je-Ck-36 

Acemal 

H CAPrTOL-4 

V.60175 

Cargos m Ir . 

520.433.19 

-4,183.632.52 

Deposit 

2/14/2002 

REV 

HELLESPONT S„. 

HCAPiTOL-4 

V-6017S 

Cash • CAI ... 

-447,354.76 

-4.630.987 Sa 


2/14/2002 

REV 

MEU.ESPONTS„. 

H. Cap(tol-4 

V-50178 

Cash -CAI ... 

531,^)9.26 

-4,099,778.02 

General Joinn^ 

3/31/2002 

Je-CSt-lS 

Reverse Accrual 

M. CAPiTOL-4 

V-5017S 

Crude Pure... 

•520,43ai9 

-4,820,211:21 

General Jourrtel 

3/31/2002 

Je-CV-15 

Reverse Accrual 

H.CAPrrOL-4 

V.50175 

Crude Pure... 

414,000.00 

-4.206.211.21 

Check 

4/1&2002 

FRGHT 

SOS C^i 

H.CAPlTOt-4/.. 

V.50175 

BNP Par«)a... 

-700.00 

-4,206,911.21 

Check 

6.«^2002 

FRGHT 

THE KANOO a.. 

H.CAPITOL-4 

V-S0175 

Cash -CAI 

-1.308 57 

-4.208,219,78 

Chedc 

ToteJFrwgW 

^18/2002 

INSP 

OBC SHIPPING 

H.C{«MtoU 

V-6017S 

Cash-CAI . 

-2,95000 

-4,211,1^.78 

4.211,169.78 

4JJ11,1^.78 

finance OMigea 

General JoutmJ 

1QG1/2001 

JE-UW1 

CAI 

H.CAPITOk-4 

V-50175 

Frdght 

-12391 

-123 91 

Gerwral Journal 

1031/3)01 

sK-LHk)1 

CAI 

H.CAPlTa.-4 

V-S0175 

Freight 

•123.91 

-24782 

GeneralJourrud 

1<V31/2001 

JE-UV01 

CAI 

H.CAPITOL-4 

V.50176 

Freight 

-137.68 

•385.50 

Check 

11/1/2001 

PWtCH 

CENTURY MAR. 

H.CAPfT(X-4 

V-50I7S 

Cash-CAI ... 

-15.38 

-400.86 

Check 

1 1/S/2001 

PURCH 

CENTURY MAR... 

H.CAPfTCIL-4 

V-5017S 

Cash-CAI ... 

•15.23 

416.11 

Check 

ll/a /2001 

FRGHT 

HELLESPONT S... 

H,CAPfT0L-4 

V-S0175 

Cash - CM ... 

-15.30 

431.41 

Check 

11/30/2001 

PURCH 

HAVERHIUTR... 

H.CAPrTOL-4 

V-50175 

Cash • CAI ... 

•15.08 

-446.49 

Check 

11/30/2001 

PURCH 

UNfTEO NATIONS 

H.CAPrrOL-4 

V-50175 

Cash -CAI... 

-34,783.44 

•35,229.93 

Ched( 

12/3/2001 

BC 

BANK CHARGES 

H.CAPfrOL-4 

V-50175 

Cash-CAI .. 

•1513 

•35,245.06 

Check 

12/4/2001 

BC 

BANK CHARGES 

H.CAPfrOL-4 

V-50175 

Cesh-CAl 

-1512 

■35.260,18 

Check 

1^/2001 

FRC»fr 

HELLESPONT S... 

H.CAPITOt-4 

V-5017S 

Cash - CAI ... 

-1510 

■35,275.26 

Chedt 

12/7/2001 

FRGHT 

FAL ENERGY C.. 

H.CAPrTOL-4 

V-50175 

Cash • CAI ... 

-15.10 

•36,290.38 

Check 

12/11/2001 

BC 

BAhUt CHARGES 

H.CAPrrOL-4 

V-501TO 

Cash - CAI .. 

-15.04 

•».305.42 

Check 

12/13/2001 

fiC 

BANK CHARGES 

HCAPfTOL-4 

V-S0175 

Cash - CAI ... 

•15.21 

-3S.320.63 

Check 

12/17/2001 

BC 

BANK CHARGES 

HCAPITOL-4 

V-50175 

Cash-CAI... 

-15.32 

•36,335.^ 

Check 

12/19/2001 

BC 

BANK CHARGES 

H.CAPfTOL-4 

V-60175 

Cash • CAJ ... 

•15.19 

■36,351.14 

Check 

12/20/2001 

BC 

BANK CHARGES 

HCAPITOL-4 

V-S0175 

Cash - CAi ... 

-15.29 

-35,3^.43 

Check 

12/20/2001 

BC 

BANK CHARGES 

H.CAPrrOL-4 

V-S0175 

Cash-CAI. 

-1529 

•36.381 72 

C»wck 

12/2S/2001 

MS 

HELLESPONT S... 

H.CAPnOL-4 

V-50175 

Cash - CAi ... 

•1464 

-36,396.56 

Otack 

12/31/2001 

BC 

BANK CHARGES 

H.CAPrrOL-4 

V-50175 

Cash-CAI... 

-14.88 

•36.411.44 

Deposit 

1/7/2002 

REV 

PREMCOR 

H.CAPITOL-4 

V.50175 

Cash-CAI... 

•1.41401 

•36.825.45 

Check 

1/1Cy2002 

FRGHT 

HBllESPONTS... 

H.CAPfrOL-4 

V-S0175 

Cash-CAI... 

•15.04 

*36,840.49 

OeposK 

1/14/2002 

REV 

VALERO MARK... 

aCAPfTOL-4 

V-60176 

Cash-CAI. 

-556.54 

■37.387.03 

Oepesit 

1/14/2002 

REV 

PREMCOR 

H.CAPrrOL-4 

V-S0175 

Cash-CAI.. 

•1,397.95 

•38.794.98 

DeposK 

1/18/2002 

REV 

VAi^RO MARK 

HCAPITOt-4 

V.5017S 

Cash - CAI ... 

-55758 

•39.352.56 

fDeposit 

1/17/2002 

REV 

PREMCOR 

H.CAnrOL-4 

V-5017S 

Cash-CAI... 

•601.15 

-39.963.71 

Check 

1/23/2002 

BO 

BANK CHARGES 

HCAPITOL-4 

V-50175 

Cash-CAI... 

-15.01 

•39.968.72 

Check 

MZSfSSXa 

FRGHT 

LETH SUeZTR.. 

HCAPrrOL-4 

V-S017S 

Cash . CAI ... 

•15.01 

-39,963.73 

Check 

Mtanfxa 

FIN 

PREMCOR 

RCAPfTOL-4 

V-$01?5 

Cash-CAI... 

•263.53 

40.247.26 

Deposit 

1/23/2002 

REV 

PREMCOR 

H.Capilol-4 

V-S0175 

Cash-CAI. 

-601.24 

40,846.50 

Check 

t/242002 

GC 

BANK CHARGES 

H.CAprroL-4 

V-50175 

Cash-CAI ... 

-14.90 

40,^40 

Check 

1/25/2002 

8C 

BANK CHARGES 

H.CAPITOL-4 

V-50175 

Cash-CAI . 

-14.67 

-40,878.07 

CTwck 

1/28/2002 

BC 

BANK OiARGES 

H.CAMTOL-4 

V.50175 

Cash - CAI ... 

•1439 

-40.892 66 


1/28/2002 

LOHT 

MTL PETROUN... 

HCAPfTOL-4 

V.50175 

Cash - CAI ... 

-14.58 

•40,907.24 

Check 

2/4/2002 

PYMHT 

PREMCOR 

acAprroL-4 

V.50175 

Cash-CAI... 

•14.63 

-40,921.87 

0^x>$it 

2/26/2002 

OEM 

PREMCOR 

H.Cv4oM 

V-50175 

Cash • CAI ... 

-2)00 

-40,941.07 


3/11/2002 

MSP 

OIL IN^ECTIO... 

KCAPITOL-4 

V-5017S 

Cash - CAI .. 

-14 84 

■40.966.71 

Deposrt 

3/1S/2O02 

rev 

PREMCOR 

H.CAPrTOL-4 

V-50175 

Cash-CAI 

•2000 

-40.976.71 

Check 4/18/2002 

Total F^nce Charges 
Ughterins Chargee 

FRGHT 

SGSCSI 

H.CAPfTOL-4 

V-5017S 

BNP Pariba... 

•20.76 

■40.997.47 

•40.997.47 

■40,997.47 

General Journal 

11/302001 

Je-a(-44 

Accrual 

H Capltol-4 

V-SOI75 

AccoutVs R... 

-217,00000 

-217.000.00 

General Journal 

1231/2001 

Je-O-se 

Acclual 

RCAPrrOL-4 

V^175 

Cargos In tr... 

-729.30 

•217,729.30 

General Jmimal 1 2^1/2001 

Total Lighter^ Chatges 

Total Cost of Sales 

intereet Expenae 

Je-Ck-^ 

Accrual 

KCAPITOL-4 

V^175 

Cargos intr. 

32.377.95 

•185,351.35 

-27.506,845.77 

■185,361 35 

•185.351.35 

-27^,845.77 

Generd Journal 3/31/2K!02 

Total {rarest Er^nse 

JE-UiW2 

CAI 

H.CAPITOL-4 

V-50175 

BBL 

-709.01 

-78961 

-789.01 

■789.01 


Pag«2 
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2:WPM 

07/16/04 


Bayoil Supply & Trading, Ltd. 


Transaction Detail By Accoun 


Aecnwi 


January 1995 through December 2003 


Date Hum 

ComiMeskma 

OeneradJoumal 11/16/2001 COM 

General Jwimal 11/16^1 

Genera Jewnal 11/16/2001 

GanemiJoumal 11/19/2001 COM 

Deposit 11/ia<^1 COM 

General Jownal 11/20/2001 COM 

General J«mial 11/21/2001 COM 

General Journal 1l/26/»)01 COM 

OeneralJoumal 11/27/2001 COM 

General Joumra 11^!8/ax)1 COM 

GeneratJoum^ 11/30/2001 COM 

OenarB/Joumd 12«/2001 CC»i4 

General Journal 12/7/2001 CCM 

GeneraiJoumal 12/11/2001 COM 

Deposit 12/11/2001 COM 

OerwralJotHnal 12/13^!001 COM 

General Journo 12/31^1 Je^k-36 

Genertti Joum^ 1/2/2002 COM 

■Genand Journal 1/3/2002 COM 

General Journal MAlifXXi COM 

0^>osit 1/7/2002 COM 

OeneralJoumal 1/6/2002 COM 

General Journal I/S/2002 ^M 

General Joumtf 1/1C/20(» COM 

OerwralJoumty Vni3SX& CXM 

OeneraiJoumiri 1/16/20Ce (XM 

Deposd 1/17/2002 COM 

Oenena Journal 1^2/2002 COM 

OeneralJoumal 1/23/2002 COM 

GeneraiJoumal 1/24/2002 COhM 

OeneralJoumal 1/25/2002 COM 

Genera Joum^ 1/26/2002 COM 

Oeneral Journal 1/2912002 COM 

Qrmerta Jownal 1/30/2002 COM 

GenaitiJounal 1/31/2002 COM 

Owwal Journal 3/31/2002 Je-Oc-tS 

Total Cwnmissions 
Hedge Gain /(Loss) 

GenertiJoumal 11/16/2001 

GwierdJoumtl 11/16/2001 

General Journal 11/30/2001 JeX»:<44 

General Jntmal 12/31/2001 Je<Ck*36 

GeneraiJoumal 12/31/2001 Je-Ck-36 

General Journal 12/31/2001 Je-Ck-36 

General Journal 1/24/2002 

General JoMnai 2/4/2002 

General Journal 2/4/2002 

Geoarai Journal Ml/2002 Je-Ck-IS 

Tot^ Hedge Gam /(Loss) 
tnIsnM ineoma 

D^)OSit 12/6/2001 m 

GeneraiJoumal 12/31/2001 Je-Ck-36 

General JoumM 12/31/2001 Je-Ck-69 

Deposit 1/4/2002 MT 

D^xsit 1/4/2002 IHT 

OeneralJoumal 3/31/2002 Je-Ck-15 

ToUil inlersst Ineome 


Name Memo Class 


COMMISSIONS HOXESPONT. V-50175 

HaLESPONT™ V-50175 

1«aESPONT... V-50175 

CO*«JISSKWS HELLESPONT ... V-«)175 

CO»i«l4iSSIONS HELLESPONT... V-50175 

COMMISSIWS HEUESPONT.. V-50175 

<XAft«SSIONS HELLESPONT.. V-S0175 

a»»«SSIONS HELLESPONT V-5017S 

COMiy«SStONS HELLESPONT ... V-5017S 

COMMISSIONS 1«LLESPONT_ V^175 

COMMISSIONS COMMISSIONS V^f75 

COMMISSIONS HELLESroNT... V-8017S 

COMMISSIONS 1CLLESPONT... V-5017S 

COMMISSIONS HELLESPONT... V-S0175 

COMMISSIONS HELLESPONT... V-S0176 

COMMSStONS HELLESPONT... V-S0t75 

Accrual H CAPITOL-A V-5017S 

COMMISSIONS HELLESPCMT-. V-S017S 

COMMSSIONS HELLESPONT . . V-60175 

COMMISSIONS HELLESPONT V-6017S 

COMMISSIONS HaLESPONT V-S017S 

COMMISSIONS HaLESPCMT V-S017S 

COMMISSIONS L^ESPONT V-S0175 

COMMSSIONS HELLESPONT . V-S017S 

COfcMSSKDNS HELLESPONT- V-50175 

COMMSSIONS HaiESPONT- V-£0m 

COMMISSIONS HOLESPONT- V-6017S 

COMMISSIONS HaLESPONT- V-S017S 

COMMeSIONS HaiiSPONT... V-5017S 

COMMISSIONS HELLESPONT . . V-£Ot75 

COMMSSIONS HELLESPONT . V-S0176 

COMMSSIONS HELLESPONT .. V-S0175 

COMMISSIONS 1SLLESPONT. V-S0175 

COMMSSIONS HELLESPONT V-50175 

COMMSSIONS HELLESPONT ... V-S0175 

Reverse Accrual H. CAPrrOL-4 V-S01 7S 


HaiESPWT ... V-50175 

LCUESPONT . V-60175 

AocnjttI H.CaprtOl-4 V-50176 

Reverse Accrual H.CAPn’OL-4 V-$0175 

Accrual KCAPnXX.4 V-SOUS 

Accrual H. CAPITOLS V-60176 

HELLESPONT .. V-60178 

HELLESPONT ... V-5017S 

HEUESPONT... V-60175 

Reverse Accrual K. CAPfrOL-4 V-50175 


INTEREST we. raXESPONT V-60176 

Accrual H. CAPrrOL-4 V-60175 

Reverse Accrual KCapiloi-4 V-6017S 

WTEHEST INC... HELLESPONT ... V-60176 

INTEREST INC. HELLESPONT- V-60IT5 

Reverse Accrual H-CAPITOL-a V-50t75 


TOTAL 


Spin 


Amount 


BMance 


2S302/CafT ... 

■2332.20 

-2,832.20 

Hedge Gain... 

-843.% 

3,676.18 

Hed^ Gain... 

■843.98 

4,620,16 

26302XJarr .. 

•2,42060 

3.940.76 

486/PafaM5... 

7,183.98 

253.22 

2SJ02/Carr ... 

-2.381.40 

-2.1% 16 

25302/Cafr ... 

•2.401.00 

4,529.18 

25X>2/Can... 

•2^60 

3,75378 

25302/CarT ... 

•176.40 

3,930 18 

25302/CatT .. 

-19,600.00 

530.18 

25302/CaiT... 

4.900.00 

31.430.18 

7S3021C9XX 

49000 

31.920.18 

25302/Carr ... 

490.00 

32,410.16 

2S302/Carr 

•0 03 

-32,410.21 

2S301/CaiT 

0.03 

32,410.18 

2S302/CarT 

47040 

-32,880.58 

Cargos in tr.. 

-11,990% 

44,870.86 

2M02«arr.. 

•1.134.48 

•46,005.34 

2S302/Carr.. 

•958.44 

46,963.78 

2S3(^/Carr. 

-1.91668 

•46.880.66 

253(^Carr... 

787.29 

-48,0%.37 

2S302/Carr... 

-3.684.37 

31,677.74 

2S302A:arr... 

-919.32 

32.597.06 

2S302X:atT... 

-919.32 

33,616.38 

2S3Q2X4IT... 

•919.32 

-54.4%.70 

263^/Carr ... 

-156.48 

34,592.18 

26302A3arr . 

156.48 

•64,4% 70 

2S302/CafT ... 

-303.18 

•64,738.88 

2S3Cl2X:arr.. 

•303.18 

-^,042.06 

25302/CarT... 

-303.18 

•65,345.24 

2S302Carr... 

-303.16 

-55.648.42 

iSXZJCun ... 

•303.16 

^.951.60 

253Q2/CaiT- 

-303.18 

36,254.78 

2Sa02A:4rr... 

•303,16 

•56.557.96 

2S3Q2X:arr ... 

•303.16 

-56,661.14 

Crude Pure... 

11.990.26 

-44,870.86 


-44670.86 

-44.870.86 

-SPLFT- 

•19.135D0 

-19.135.00 

Hedge Qata . 

•12.285.00 

31.420.00 

Accounts R.. 

1,000,000.00 

966.58000 

Cargos In tr... 

-1,000,000.00 

31,420.00 

Cargos m tr.. 

4638.590.00 

4,866,010.00 

Cargos rn tr _ 

4676.693.48 

10E63.46 

26302iCarr.. 

•6,692.520.00 

3.661336.54 

-SPLIT. 

6,555,210.00 

-1,126, 426.54 

Hedge Gam... 

3,699280.00 

432S.70664 

Crude Pure... 

•42.30346 

4,868.01000 


4.966.01000 

4,868.010.00 

25302«:arr... 

969.12 

969.12 

Cargos in tr. . 

12,002.37 

12,971.49 

Payebie-Sto... 

•2.464.58 

10306.91 

2530aCarr. 

11,999.53 

22,506 44 

2S301/Carr 

2.84 

22.509.28 

Crude Pure... 

-12,002.37 

10,506.91 


10,506 91 

10306.91 


63,631 J6 


Pages 


63,631.96 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.; KHl/10466 

Ministry of Oil Date: 24 Rabi’ 11, 1422 H 

Oil Marketing Company (State Company) Equivalent to 07/ 1 5/200 1 


Stamp 

Ministry of Oil/Office of the Minister 
No,: 10749 
Date: 07/16/2001 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the statement of allocations, we have entered into contract with Rosnefteimpex Company (Mr. 
Issakov) as per the following terms: 

1- Number of Contract: M/ 10/1 5 M/09/25 Date: 07/14/2001 

2- Name of Contractual Company: Rosnefteimpex Company (Mr, Issakov) 

3- Nationality: Russian 

4- Quantity: (20) million barrels divided as follows: 

(12) million barrels of Basrah light crude oil FOB AI-Bakr terminal 
(8) million barrels of Kirkuk crude oil FOB Ceyhan terminal 

5- Destination of Crude Oil: Europe and / or America 

6- Pricing Formula: As per the rate in effect for Kirkuk crude oil and Basrah light crude oil 

7- Validity of Contract: From 07/01/2001 until 11/30/2001 

8- Estimated Value of Contract; About (460) million Euros based on an estimated rate of $20/barrel 

9- Surcharge: Payable in one month from the date of loading 

For your review and approval, please. 

Regards, 

w , - 

Saddam Zeben Hassan 
Executive Director 



For the Approval of Minister 


I approve 




07/18 


Permanent Subcommittee on Investigations 

PSIStaffRjr^^RP<2;FN^ 
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PASE 01 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. Mill! OS 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC)-FN 126 
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PAGE 02 


SECTION ONE 
SPECIFIC PROVISIONS 
F.O.B. CRUDE OIL SALES CONTRACT 
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FOB SALES CONTRACT 
CONTENTS 

Section One 

Article One ; Definitions 

Article Two : Period 

Article Three ; Quantity and Quality 

Article Four : Price 

Article Five Reopener 

Article Six : Payment 

Article Seven SOMO Standard Documentation 

Article Eight Approval of Contract 

Article Nine : Special Conditions 

Article Ten Addresses 

Section Two 


Article One 
Article Two 
Article Three 
Article Four 
Article Five 
Article Six 
Article Seven 
Article Eight 
Article Nine 


Article Ten 
Article Eleven 
Article Twelve 
Article Thirteen 
Article Fourteen 


Measurement and Sampling 

Risk and Property 

Lifting Programme 

Nomination of Vessels 

Vessel Berths 

Loading Conditions 

Demurrage 

Taxes and Duties 

Termination in the event of 

Liquidation or Default 

Assignment 

Destination 

Force majeure 

Arbitration 

Notices 

Applicable Law 


Appendix I 
Appendix II 


Form of Letter of Credit 

Application Form to Request Approval of 

Contract. 
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Contract between State Oil Marketing Organization (SOMO) 
(hereinafter called SELLER) of the one part and RUSSIAN ENGINEERING 
COMPANY LTD. (hereinafter called BUYER) of the other part. 

Whereby it is agreed as follows 


SECTION ONE 

Wherever the General Provisions of Section Two, attached and 
herein incorporated in this Contract, are at variance or in conflict with this 
Section One, the provisions of Section One shall govern. 

ARTICLE ONE 


DEFINITIONS 

As used in this Contract, unless otherwise provided, the following 
words and terms shall have the following meanings 


Barrel 

Day 

Barrel per 
Day (B/d) 


means forty-two (42) U.S. Gallons at sixty degrees 
(60' ) Fahrenheit and at normal atmospheric pressure. 

means a period of twenty-four (24) running hours 
Commencing at 00,01 hours local time at the port 
of loading, 

means the average number of barrels of crude oil 
supplied during a calendar day as defined above. 


F.O B. means "Free on Board” as referred to in the ICC 

Incoterms 1990. 


Dollar ($) ; The currency of the United States of America. 

Euro : The currency of the European Union 


Month 

Quarter 


means Gregorian Calendar month commencing 
at 00,01 hours local time at tlic port of loading 
on first day of the month. 


means a period of three (3) consecutive months 
Beginning on a 1“ January or a 1“ April or a l“ 
July or a 1" October. 


1 
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Year ; 

means a Gregorian Calendar Year. 

Api Gravity ; 

means scale adopted by the American 

Petroleum Institute for expressing the specific 
Gravity of crude oil. 

SCR 986 ; 

means Security Council resolution 986 (1995) 
of 14 April 1995. 

SCRlin ; 

means Security Council resolution 1111 (1997) 
of 4 June 1997. 

SCRIMS ; 

means Security Council resolution 1 143 (1997) 
of 4 December 1997. 

SCR 1153 ; 

means Security Council resolution 1153 (1998) 
of 20 February 1998. 

SCR 1210 ; 

means Security Council resolution 1210 (1998) 
of 24 November 1998. 

SCR 1242 ; 

means Security Council resolution 1242 (1999) 
of 21 May 1999. 

SCR 1281 

means Security Council resolution 1281 (1999) 
Of 10 December 1999. 

SCR 1302 

means Security Council resolution 1302 (2000) 
of 8 June 2000. 

SCR 1330 : 

means Security Council resolution 1330 (2000) 
Of 5 December 2000. 

SCR 1360 : 

means Security Council Resolution 1360 (2001) 

SRC 1382 

means Security Council Resolution 1382 (2001) 
Of 29“' November, 2001, 

661 Committee 

means the Security Council Committee 
established by Security Council Resolution 661 
(1990). 

Procedures : 

means the procedures to be employed by the 

661 Committee (United Nations document 
S/1996/636, dated 8 August 1996). 

Overseers : 

means the independent experts in international 
Oil trade appointed by the Secretary-General of 
The United Nations pursuant to SCR 986 and 
the procedures. 

Inspectors 

means the independent oil inspection agents 
Appointed by the Secretary-General pursuant 
to SCR 986. 


2 



729 


12 / 27/2001 16:46 + 7 - 095-2193326 


PAGE 


ARTICLE TWO 


PERIOD : 

1 , Subject to Article Eight below, this Contract shall become effective 

on the day of December, 2001, and shall continue thereafter 

until the 29"’ day of May, 2002, unless renewed by mutual 
agreement. 

2. The ultimate consumer of the crude oil sold under this Contract 
shall be Refineries in Europe and/or U.S.A. 

Any change in the destination is subject to the prior approval of 
Seller. 


ARTICLE THREE 


QUANTITY and QUALITY : 


1. SELLER undertakes to sell and deliver FOB and BUYER 
undertakes to purchase, receive and pay for the following:- 

Tvoe of Crude Quantity Port of Loading 

KIRKUK 7,000,000 BBLS CEYHAN 

BASRAH LIGHT 9,000,000 BBLS AL BAKR 

2. The quality of the crude oil shall be the standard export quality 
available at the port of loading from time to time. 


3 . Quantities shall represent contracted quantities or number of 
barrels per day contracted multiplied by the number of days of 
the relevant period stipulated in sub Article 2.1 


4. 


Quantities shall be lifted as evenly as possible over the course 
of such delivery period in lots of approximate barrels and as 
will be agreed between BUYER and SELLER, 


S. Quantities lifted under allowed operational vessel slippage shall 
be deemed as part of the contracted quantities of the period. 


06 


3 



6. In case when SELLER, for reasons technical or otherwise that 
are beyond his control, is unable to meet his full contractual 
commitments, SELLER shall have the right to reduce the 
contracted quantities for the duration of the period when such 
circumstances shall prevail. SELLER shall advise BUYER as 
soon as possible before the beginning of any period during 
which supplies to all buyers are to be reduced. 

7. In no event shall any loading start beyond the 29“’ of May, 
2002, unless the Security Council has authorized sales beyond 
that date. 
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ARTICLE FOUR 

PRICE: 

1 . The price(s) of the crude oil to be delivered under this contract 

shall be as follows:- 


KJRKUK 36.00 CEYHAN 

BASRAH LIGHT 34.00 AL BAKR 


Price shall be the standard SOMO price as agreed upon between 
SOMO and the United Nations from time to time. 
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ARTICLE FIVE 


REOPENER: 


Each party shall have the right not later the 15‘*’ day of any month 
to request a review of the pricing mechanism of this Contract. 

If following a request for a review, the parties are unable to agree 
within a period of ten (10) days from the date upon which such request 
was made, either party may elect to terminate this Contract by serving 
written notice of phase-out to the other party and termination shall be 
effective at the end of the month following the month during which the 
notice of termination has been received. 


But if the parties are able to agree within the above mentioned ten 
(10) days period, any agreed upon adjustment to the pricing mechanism 
shall be subject to the approval of the 661 Committee. 

However, of such approval has not been granted by the 661 
Committee, this Contract shall be considered as terminated as of the end 
of the month following the month during which the above mentioned ten 
(10) days period ends unless the parties agree otherwise. 



In case of Contract termination under any of the above mentioned 
events, this Contract shall remain in full force and effect at the pricing 
mechanism applicable in accordance with this Contract terms and 
conditions up to the effective date of termination and such termination 
shall not affect the parties’ rights and obligations therefrom, unless the 
parties agree otherwise during the period prior to the effective date of 
termination. 
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ARTICLE SIX 


PAYMENT: 


1 . BUYER shall establish in respect of each shipment lifted under this 
Contract an irrevocable documentary letter of credit issued by a 
bank acceptable to Banoue Nationale de Paris, S.A. (“BNP”)for 
confirmation, in the form set out in Appendix I hereof. 

In all cases, the Letter of Credit shall be established, confirmed and 
accepted at least seven (7) days prior to loadine date. 


2. BUYER irrevocably undertakes that payment for each cargo of 
crude oil lifted shall be made out of the proceeds of the confirmed 
Letter of Credit directly to United Nations Iraq Account Euro sub 
account account number 0200-201752-002-05 established by the 
Secretary-General of the United Nations, pursuant to paragraph 7 
of SCR 986, at BNP (New York Branch) (hereinafter “United 
Nations Iraq Account Euro sub Account”), upon presentation to 
BNP of the documents required by the Letter of Credit, including 
but not limited to the Commercial Invoice and the Bill of Lading. 

3. All charges within Iraq are for SELLER, whereas all charges 
outside Iraq are to be borne by BUYER. 

4. Unless otherwise provided herein, payment shall be made not later 
than thirty (30) days from B/L date, in same date funds. 



If payment falls due on a Saturday or Bank holiday other than 
Monday in the place where payment is to be made then payment 
shall be made on the last preceding banking day. If payment falls 
due on a Sunday or a Monday Bank holiday in the place where 
payment is to be made then payment shall be made on the next 
succeeding banking day. 
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ARTICLE SEVEN 


SOMO STANDARD DOCUMENTATION: 


Bill of Lading 
Certificate of Origin 
Certificate of Quality and Quantity 
Loading Time Sheet 
Ullage Report 

Master's Receipt for Samples 
Distribution of Documents 


9 (3 orig. & 6 copies) 

4 

4 

4 

4 

4 

4 


Two sets of documents are handed to Master, one being for 
consignee. SELLER shall advise BUYER by telex or cable within 
forty eight (48) hours following each loading with the following 
details:- 

(a) Vessel’s Name. 

(b) Loading Port . 

(c) Commenced loading Date. 

(d) Completed Loading Date. 

(e) Sailing Date . 

(f) Gross and net quantities in metric tons, long tons and 
U.S. barrels. 

(g) API Gravity. 


ARTICLE EIGHT 


APPROVAL OF CONTRACT : 


This Contract is subject to the approval of the Overseers on 
behalf of the 661 Committee. Such approval shall be obtained in 
accordance with the Procedures, utilizing the form set out in 
Appendix II hereof. 


ARTICLE NINE 
SPECIAL CONDITIONS : 


1. Loading of any shipment of crude oil shall be subject to the 
authorization of the Inspectors at the port of loading. The 
Inspectors shall also have the authority to stop the loading if 
they determine that there is any evidence of irregularity . 
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2. Notwithstanding Sub Article 4-3 of Section Two of this 
Contract, the accepted date of arrival of the vessel at the loading 
ports shall be fixed on a one (1) day range. All related Articles 
of Section Two of the Contract will read to that effect and 
conformity. 


3. Notwithstanding Sub Article (6-5) of Section Two of this 
CoiiUacl SELLER shall be allowed as layliiuB at A1 Bakr 
Terminal as follows :- 


Laytime fhrs) 


Vessel DWT fMTt 


36 Up to 129 999 

54 130 000-199 999 

65 Over 200 000 


All related Articles of Section Two of the Contract will 
read to that effect and conformity. 

4. In addition to the events specified in Sub Article 6-6 of Section 
Two, any time consumed due to the Inspectors prohibiting 
loading shall not count as used laytime. 

5. This Contract shall terminate forthwith in the event that the 
Security Council terminates the authorization to import 
petroleum or petroleum products originating in Iraq. 

6. Assignment of the rights or obligations of the SELLER or 
BUYER shall be subject to the approval of the 66 1 Committee. 

7. Any claims from BUYER under Sub Article 1-3 or Article 
Seven of Section Two, and any analyses carried out under Sub 
Articles 1-5 and 1-6 of Section Two, shall copied to the 
Overseers. Payments or other awards under Article Thirteen of 
Section Two, in respect of claims under Articles one and Seven 
of Section Two are subject to the approval of the 661 
Committee. Any sum to be paid by BUYER in settlement of a 
dispute under Article Thirteen of Section Two relating to the 
proceeds of the sale of crude oil under this Contract shall be 
paid by BUYER directly to the United Nations Iraq Account, 
Euro sub account. 
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8. Payments to SELLER under SUB Article S-5 and Sub Article 6-7 of 
Section Twa, and any other Payments or awards under Article Thirteen of 
Section Two, arc subject to the approval of the 661 Committee. 

9. This Contract shall be subject to SCR 986, SCR 11 1 1, SCR 1143 SCR 

1153, SCR 1210, SCR 1242, SCR 1281. SCR 1302, SCR 1330, SCR 
1360, SCR 1382, the Procedures and the Memorandum of Understanding 
between the Secretariat of the United nations and the Government of Iraq 
on the implementation of SCR 986 (United Nations document S/1996/356, 
dated 20 May 1996). 


ARTICLE TEN 

ADDRESSES: 

In addition to tlie notices, declarations and other conununications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses below;- 


FOR SELLER: 

STATE OIL MARKETING ORGANIZATION 
P.O.BOX sns 
BAGHDAD - IRAQ 

TELEX : 212198-212199 SOMOIK 

TELEPHONE; 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX : 964-1-8853925 


FQKg.yY^R: 

RUSSIAN ENGINEERING COMPANY LTD. 

13. BUILDING 4, PR. CHERSKOGO, MOSCOW 127410, RUSSIA 

TEL.: +7 (095) 904 82 00. 904 82 09. 904 82 27 

FAX.: +7 (095)904 82 22 

TELEX; 612378 RENK 

E-MAIL: recms@online, ju 

FOR OVERSEERS 

UNITED NATIONS, NEW YORK, U.S.A. 

FAX : 212-963-6128 


All other terms and conditions as per (Section Two) General conditions of 
F.O.B. crude oil sales contract No. M/ll/OS dated 26*'* day of December 2001, and 
attached appendices 1 & 2 . 

This Contract has been done and signed oh the 26* day of December , 2001. 


SELLER FOR BUYER 



ALI R. HASSAN 

ACTING EXECUTIVE DIRECTOR GENERAL 
SOMO 


SERGEY ISSAKOV 
CHAIRMAN 
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UNITED NATIONS 



NATIONS UNIES 


SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/2001/OIL/1382/OC.30 31 December 2001 


TO: RUSSIAN ENGINEERING CO. 
RUSSIAN FEDERATION 

FROM: THE OIL OVERSEERS 

UNDER SECURITY COUNCIL 
./msoimiGH 986 (\m) 

FAX NO.: 011-7-095-904-8222 

FAX NO.: (212)963-1628 

ATTENTION; Mr. SERGEY ISSAKOV 

REF.; OIL-FOR-FOOD ARRANGEMENT 

TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 


Re: Contract Number: M/1 I/OS UN REF: S/AC.25/2001/OIL/1382/COMM.05 

Between: SOMO and “RUSSIAN ENGINEERING CO.” 

Date of Receipt: 31 December 2001 

Quantity: 9,000,000 bbis 

Quality: BASRAH LIGHT 

Pricing Formula: Europe and/or US Markets 

Port of Loading: MINAAL-BAKR 

Quantity: 7,000,000 bbls 

Quality: KIRKUK 

Pricing Formula: Europe and/or US Markets 
Port of Loading: CEYHAN 

FURTHER TO YOUR ABOVE REFERENCED APPLICATION FOR APROVAL 
OF THE OIL CONTRACT, PLEASE BE ADVISED THAT THE APPLICATION 
HAS BEEN: 

K APPROVED 


cc: 

SOMO 
BNP Paribas 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 


permanent Siifacomm i ttee on Investigation s 
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UNITED NATIONS 



NATIONS UNIES 


SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/2002/OIL/1409/OC.61/ad.l 5 August 2002 


TO: RUSSIAN ENGINEERING CO. 
RUSSIAN FEDERATION 

FROM: THE OIL OVERSEERS 
/j V UNDER SECURITY COUNCIL 
RESOLUTION 986 (1995) 

FAX NO.; 01 1-7-095-904-8222/8245 

FAX NO.; (212)963-1628 

ATTENTION; Mr. SERGEY ISSAKOV 

REF.: OIL-FOR-FOOD ARRANGEMENT 

TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 


AMENDMENT: 


Re: Contract Number: M/12/69 UN REF: S/AC.25/2002/OIL/1409/COMM.69 

Between; SOMO and “RUSSIAN ENGINEERING CO.” 

Date of receipt of amendment; 1 August 2002 

PLEASE BE ADVISED OF THE AMENDMENT TO THE ABOVE CONTRACT: 
SOMO AND “RUSSIAN ENGINEERING CO.” HAVE AGREED TO AMEND 
ARTICLE THREE (PARA. 1) TO READ AS FOLLOWS:- 


TYPE OF CRUDE 

OUANTITY 

API 

PORT OF LOADING 

BASRAH LIGHT 

6,500,000 BBLS 

34.00 

AL-BAKR 

KIRKUK 

6,000,000 BBLS 

36.00 

CEYHAN 


HAS BEEN APPROVED BY THE SECURITY COUNCIL COMMITTEE 
ESTABLISHED BY RESOLUTION 661 (1990) CONCERNING THE SITUATION 
BETWEEN IRAQ AND KUWAIT 

cc: 

SOMO 
BNP Paribas 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 


Permanent Subcommittee on InvestieatioDS 

PSIStaffRgt^PQ^FNJ^ 
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PHONE NO. •• 964 1 8^ 92S 


jdl. 20 2002.ae^-i4PM.pa. 


s: 


ATE OIL MARKETING ORGANIZATION- 


CRUDE OIL SALES CONTRACT 


N 


b. M/12/ 


Permanent Subcommittee op Investigations 

PSI Staff Rpt (RPC)-FN 133 
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PHO'C l«. : 9S4 I S333 3» 


Jul. 20- 2002 BB: 15PM 


KJB SALES CONTRACT 
CONTENTS ■ 


Sfi£9 


on One 


» , 


Article One 
Article Two 
Article- lliree 
Article Tour '■ 
Article Five 
Article Six'" 
Article Seven 
Article BiglU 
Article Nine 
Article Ten 


Definitions 

Period 

Quantity and Quality 

Price 

Reopenor 

Payment 

SOMO Standard litoctttnentatiictn. 
Approval of Contract 
Special Conditions 
Addresses 




tion Two 


Article One 
Article 'fWO 
Article' 'lliree 
Article Four 
Article Five 
Article Six 
Article Seven 
Article Bight 
Article Nine 


Article Ten 
Article Eleven 
Article Twelve 
Article Thirteen 
Article Fourteen 
Article Fifteen 

Appendix ] 
Appendix II 



MoBSurement and Sampling 
Risk and Property 
Ltfti'iig P&eranime.... 

Nomination of Vessels 
Vessel Berths 

Loading Conditions 

Demurrage 
Taxes and Duties 
Termination in the event of 
liquidation or Default 
Assignment 
Destination 
, Force majeure 
— Arbitretioii 
Notices 

Applicable I.aw 

Form of Letter of Credit 

Application Form to Request Approval of 

Contract, 
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Climtract between State OiJ Matkcting Organization (SOMO) 
(herein siWr called SEM-EH) of the one part and RUSSIAN ENOrNia^tlNQ 
COMIV .NY I/IT). (hereinalleT called BUYBRi of the other part. 


Wherebv it is acrecd as follows 


SECTION ONE 


Wherever llio Oeneral Provisions of Section Two, attached and 
hcreil l incorporated in this Contract, are at variance or in conflict with, this 
Secti >n One, the provisions of Section One ahaJi tJOVSTfli 

P M N y QQBB 


word 


As osed in this Contract, imiess otherwise provided, tlie Ibllowine,. 
s and terms shall have the following meanings ;~ 


Baire) 


i 


Oa 


Ba rrel per 
Diy(B/d) 


means forty-two (42) U.S. QalioDs at sixty degrees 
(60' ) Pahrenheit and at normal atmospheric pressure. 

means a period of twenty-four (24) running hours 
Commencing at 00.01 hours local time at the port 
of loading. 

means.the.ayowge.aumber of barrels of crude oil 
supplied during aralcodar dsy as defined above. 


F.pB. 


means “Free on Board” as roferrod to in the ICC 
Incoterms 1990. 



Dbllar($) 

Euro 

Month 


'ITte currency .of the United States of America. 
Tlie cuitensy of 4iel'AH<opean Union . . 

means Gregorisn Calendar month commencing 
at 00.01 hours local time at the port of loading 
on first day of the month. 


Quarter j means a period of three (3) conseCUtiVB'muiillts 
Beginning on a I “ January or a I “ April or a 1 “ 
July or a I" October. 


I 
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/ 


Year 


Api ( 

JiBvity 

SCR 

986 

SCR 

111 

SCR 

1143 

SCR 

L 11.93' ■■ ■ 

SCR 

1 1210 

.SCR 

1 1242 

set 

1281 

set 

. 1302 

SCI 

1 1330 

SCI 

1,1360 

SRi 

: 1382 

SC 

1 1409 

66 i 

ComntiUee 

Pr|>' 

cedures 

ol< 

Jrscers 


Inspectors 


means a Gregorian Calendar Year. 

means soale adoptod-by lbe Amt»=ioan ... 

Petroleum Institute fat.expressing the specific 
Gravity of Crude oil. 

means Security Council resolution 986 (1995) 
of 14 April 1995. 

■ttieatirSecorltyCouiiiiitTOsolufion fiTi (’itW) 
of4 June 1997. 

means Security Council resolution 1 143 (1997) 
of 4 December 1997. 

means Security Council resolution 1 1 53 (1998) 
of 20 February 1998. 

means Security Council resolution 1 2 1 0 (1 998) 
of 24 November 1998. 

means Security Council resolution 1242 (1999) 
of21 May 1999. 

means Security Council resolution 1 28 1 (1999) 

Of 10Decemb«-1999; 

means Security Council resolution 1302(2000) 
of 8 June 2000. 

means Security Council resolution 1 330 (2000) 
Of 5 December 2000. 

means Security Council Resolution 1 360 (2001 ) 
means Security Council Resolution 1382 (2001) 
Of 29*Novcijibcr, 2001. 
means Security Council Resolution 1409(2002) 
on 4“’ May 2002. 

means the St«!>itiiy..C«unuilCojomiitet:. 

established by Security Council Resolution 661 
(1990), 

means the procedures to bo employed by the 
661 Committee (United Nations document 
S/1996/636, dat^ 8 August 1996). 
means the independent experts in international 
Oil trade appointed by the Secretary-Genera) of 
The United Nations pursuant to SCR 986 and 
the procedurca. 

means the independent oil inspection agents. 
Appointed by the SccrotBry-Qonerai putauant 
to SCR 986. 
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Jui. iA«ii MUSliW Hr* 


ARTICLE TWO 


pguicffi t 


I Sublcd to Article Eight below, this Contract rtiall become elToctive 
on the 20"' day of July, 2002, and sliall continue thereafter until 
the 25'" day of Novoinbor, 2002, unless renewed by mutual 
ag,rcomopi. 

2. ‘Itio ulliiTjate consumer of the crude oil sold under this Contract 
shall he nUROPK AND/OR U.S.A. 

Any change in the destination is subject lo the prior approval of 
Seller. 


ARTlOrETHaBBE 



OtlANTITV ANP OUAMTV I 

1 . SELLER undertakes to sell and deliver FOB and BUYER 
undertakes to purchase, receive and pay for the foltowing;- 

Tvpe of Cn»dc Quantity Fortof l-oadlng 

KIKKUK 1,000,000 BBLS CHYHAN 

2. 'i'hu quality of the crude oil shall be die stoiidaixi'tncport'quaiity- 
available at ihc.port ofloodin&froin OiBcde.liHiei-.-.'- 

3. Quantities shall represent contracted quantities or number of 
barrels per day contracted multiplied by the number of days of 

the relevant period stipulated in sub Article 2. 1 

4. Quantities shall be lifted as evenly as possible over the couise 
of such delivery period in lots of approximate barrels and as 
will be agreed between BUYER and Sift J..ER. 

5. Quantities lifted under allowed upeiadonal vessel slippage shall 
bo deemed as part of the contracted quantities of the period. 
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6. In case when SKLLI^, for reasons technical or otherwise that, 
are beyond his control, is unable to meet his full contractual 
commitmonts, SELLER shall have the right to reduce the 
contracted quantities for the duration of the period When such 
circumstances shall ptevaiL SELLER shall advise BUYER as 
soon as possible before the beginning of any period during 
which supplies to all buyers arc to be reduced. 


7. In no event sliall any loading start beyond the 2.‘5”' of 
November, 2002, unless the Security Council has Budiorired 
sales beyond that date. 
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ARTICLE KOtm 


PRite i 


1 . llw price{s) of the crude oH to be del ivered imd«' this contract 

shall be as follows:- 

;ryi*,Ei2ElXUC!i AEI EQ»;tia'.W3AUIS.a 

KIRKUK 36.00 CKYUAN 




SOU 


lYice shall bo Otc standard SOMO price as agreed upon between 
Mo and the United Nations from time to time. 
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ARTICLE FIVE 





Each party shall have the right not later the 15* day of any month 
to rlqueat a review of the pricing mechanism of this Contract. 


witlii 

was 

wrip 

cfl- 

noi 


If following a request for a review, iho parties arenHablctiragree 
lin a period often (toydgsarfrom-Uiedatc-upon- which aoch-KsquSSSl. 
madc-,.nithor. party may elect to terminate this Contract by serving 
iten notice of phaao-out to. the other party and termination shall he 
qctlve at the end oftho month following the month during which die - 
of termination has been received. 


■lice 


Coi 
■ of. 


CVI 

m 

con 

shal 


But if the parties are able to agree within the above mentioned ten 
(10^ days period, any agreed upon adjustment to the pricing mechanism 
shall be subject to the approval of the 66 1 Committee. 


However, of such approval has not been granted by the 661 
i^mittcc, tills Contract .shall bo considered as terminated as of the end 
fhe-monlh-following tlib month during which thc-abovemrmtioned Un ■ 
days period ends unless the parries agree otherwise. 


In case of Contract termination under any of the above mentioned 
'dnts, this Contract, .shall remain in lull force and effect at the pricing 
lejihanism applicable in accordance with Ihis Gontraeit- tMtiw-'and 
Idirions up to the elTocti ve dale of termination and such termination 
.Jl not affect the parries' rights and obligations theroftom, tmloss the. .. 
parties agree otherwise during the period prior to the effective date of 
ter.nination. 
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ARTICLE SIX 


E&Y 


mm 


1. BUYER shall establish in respect of each shipment lifted under this 
Contract an irrevocable documentary letter of credit iataicd by a 
bank acceptable to Banque Rationale do Paris, S.A. (“B'NP”)ft>r 
confirmation, in tlic form set out in Appendix 1 hereof. 

In all tstsiOT, the Lcttonof-CredU ahBll.be eatahlJshed, confirmed and 
accepted at least seven <7) days-prior- to loading date,. 


2 . 


BUYER irrevocably undertakes that payment lor each cargo of 
crude oil lifted shall be made out of the proceeds of the confirmed 
Letter of Credit directly to United Nations Iraq Account Euro Sub 
account account number 0200-201752-002-05 established by the 
Secrclaty-Gencral of the United Nations, pursuant to paragraph 7 
of SCR 986. ufBNP -(New York -BfanohXhcrolnaftet, “Unitsed 
Nations Iraq Account Euro sub Account”), upon presentation to 

BNP of the ttocnnient5Teqtdradby'.tbel.ctterofCTcdU,Aocluding 
but not limited to the Commercial Invoice and the Bill of T.Bding. 


3. All charges within Iraq are for SEl.LER, whereas all charges 
outside Iraq arc to behomeby BUYER. • 

4. Unless otherwise provided herein, payment shall be made not later 
than thirty (30) days from B/L date, in same date lund.s. 


If payment falls duo on a Saturday or Bank holiday other than 
Monday in the place where payment is to be made then payment 
shall be made on the last preceding banking day. If payment falls 
due on a Sunday or a Monday Bsmk-bnHday irnltc pluco-whcrc 
payment is to be made then payment shall bo made on the next 
succeedmg banking day. 
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ARTICLE SEVSN 

SOMO STANDARt) DOCUMENTATION; 


Bill of leading 
Ceitifioalo of Origin 
Ccsrtifr6«icrof'Qt«dh>'and-Quantity' - 
Loading Time Sheet 
Ullage Report 

Master’s Receipt for Samples 
Distribution of Documents 


9 (3 orig. & 6 copies) 
4 

-4 

4 

4 

4 

4 


t wo scCs of ddcuments ard handed to Master, one being for 
consignee, SHLLER shall advise BUYER by telex or cable within 
forty eight (48) hours following each loading with the following 
detaiU;- 

(a) Vessel’s Name . 

(b) Loading Port . 

(c) Commenced loading Date. 

(d) Completed Loading Date. 

(e) Sailing Date . 

(0 Gross and net quantities in metric tons, long tons and 
U.S. barrels. 

(g) API Gravity. ■ 


APPROVAL OP CONTRACT : 


This Contract is subject to the approvalof.thcOvcrsconi.on. 
behalf of the 661 Committee. Such e^proval shall bo obtained in 
accordance with the , Procedures, utilizing the form set out in 
Appendix II horeof. 

ARTICLE NINE 


special CONDITIONS ! 

1. J.oading of any shipment of crude oil shall be subject to the 
authorization of the Inspectors at the port of loading. The 
Inspectors shall also have the authority to stop the loading if 
they deturraine that there is any c'-’-' . .. 

> 
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2 


NolwiUislandine Sub Article 4-3 of Section Two of ftis 
Conlracv, tiic accepted date of arrival of the vessel at the loading 
ports shall be fpted on BOne(l) day range-AllrelatedArtiwo*. 
of Section Two of the Contract will read to that effect and 


conformity. , 

3. Notwithstanding Sub Article (6-5) of Section Two of tins 
Contract SKl-I.ER shidl be allowed as laytime at Al.Bakr 
Terminal as follows 



Uvtim o (hrsV - 

36 

54 

65 


Up to 129 999 
130 000-199 999 
Over 200 000 


All related Artinles of Section Two of the Cmttracl will 
read to2hat effect and conformity. 

4. In addition to the evwtts specified in Sub Article 6-6 of Section 
Two, any time consum^ due to tiie Inspectors prohibiting 
loading ahall not count as used la)£t.iine. 

5. litis Contract shall terminate forthwith in the event that the 
Security Council -teiminates.. the..wJthoria»ticBL.to import 
petroleum or petroleum products originating in Iraq. 

6. Assignment of the rights or obligations of the SEl.LBR or 
BUYBKsha]l.bc..su]:^ecttoti)UBpprovBloftKo66) Committee.. . 

7. Any claims Irom BUYER under Sub Article J -3 or Article 
Seven of Section Two, and any analyses carried out under Sub 
Articles 1-5 and 1-6 of Section Two, shall copied to the ' 
Oversea^. Payments or other awards under Article Thirteen of 
Section 'rwo. In resp^l of elaims uiicTer Articles one and Seven 
of Section Two are subject to the ^roval of the 661 
Committee. Any sum to be paid by BUYER in settlement of a 
dispute under Article HiirteoB «f Sectioa Two relating to the 
proceeds of the sale of crude oil under this Contract shall be... 
paid by BUYER directly to tlie United Nations Iraq Account, 
Euro sub account. 
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B- Payments to SBlJJtU under SUB Ailictc 5-5 and Suh Article 6-7 of 
Section I’wo, and any other Payments or awards under Article Thirteen of 
Seetioii Two, are euhjecl to the qtjiroval of the 66 1 Committee. 

9. This Contmel shall be stilijeot to SCR 986,SCR 111 1. S{a< 1 143 SCR 
1153, SCR 1210. SCH 1242, SCR 12R1, SCR 1302; - SCR4330, SCJR. 
1360, SCR 1382, SCR 1409, the Procedures and the Memorandum of 
UndersbrndinR betw^ Ae Seorelariol of llie United nations and the 
(iovemment of Iraq nii' the.' trnRlem'iWaflWl of SCR 986 (United Nations 
document S/1996/356, dated 20 May 1,996"). 




In addition to the notices, declaratlona aial other eo:nmuoication.s 
required under Article Fourteen,, notices, approvals, dectarau'ons and 
Communications required above for the Oversixrs, on behalf of the 661 ' 
Committee, shall be ctTectod at the addresses bolow:- 


OOa^iU,P«i 

STATK on, MARKETING ORGANIZATION 
P.O.BOX 5111 
BAGHDAD - IRAQ 

TKI-UX : 2t2I91l-.2l2199 SOMOIK 

TliUlPHONE; 964-I-286.956J. 

964-1 7742040 - .10 lanoa... 
I'AX ! 964- 1 ->853925 


EQJtaUiiER! 

RUSSIAN ISNOINEImiNO COMPANY l.TD, 

13. BUILDING 4, PR. CHERSKOGO, MOSCOW 127410, RUSSIA 

TtiU; r7 (095) 904 82 00. 904 82 09, 904 82 27 

I'AX.: -1 7 (09.5) 904 8222 

•I Bl .roc : 612378 RPNK 

n-MAiL: rccmsi^onHne. ru 

EQB^ViigaUtiRS 

IINU BU NATIONS. NEW YORK. U.S.A. 

PAX ! 212-963- 6128 


eondWoia as per (Section INvo) General condiUora of 
P.O.B. crude oil sales conlract No, M/1 1/05 dated ae* day of December 2001, and 
iittw bed appendices 1 & 2 . 

This Contract bos been done and signed on the 20 '” day of July , 2002. 



AC 


AU K.HAS5AN 

ING EXECU TIVE DIRECIGR GENERAL 
SOMO 


•SERGBY ISSAKOV 
CHAIRMAN 
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In the name of God, Most Gracious, Most Merciful 

To: The Financial Department No.: KH2/125 

From: Crude Oil Marketing Second Department Date: 09/17/2002 

RE: The Surcharges 

Following to our memorandum no. KH2/73 dated 06/09/2002; the surcharge collection 
for the Memorandum of Understanding contracts is cancelled as of the shipments whose 
bill of lading is issued on 09/01/2002 or after. 

Please be informed and act accordingly. 



Ali Rajab Hassan 
Acting Director General 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC)-FN 136 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KHl/1 1268 

Ministry of Oil Date: 19 Rajab, 1423 H 

Oil Marketing Company (State Company) Equivalent to 09/26/2002 



In compliance with the approval of the vice-president of the republic, Mr. Taha Yassin Ramadan dated 
08/24/2002 regarding the allocation of (3) million barrels in phase (12) to Mr. Voloshin, head of the 
Russian Presidential Council, please find below the details of the contract signed with Impexoil 
Russian Company: 

1- Number of Contract: M/12/109 Date; 09/24/2002 

2- Name of Company Buyer: Impexoil LLC. 

3- Nationality; Russian 

4- Quantity & Quality: (3) million barrels divided as follows: 

(2) million Barrels of Al-Basrah light crude oil FOB Al-Bakr terminal 
(1) million Barrels of Kirkuk crude oil FOB Ceyhan terminal 

5- Destination of Crude Oil: Europe and / or America 

6- Pricing Formula: As agreed on between Oil Marketing Company and the United Nations Irom time 
to time 

7- Validity of Contract: until 11/25/2002 

8- Estimated Value of Contract in Euro: about (60) million Euros based on an estimated rate of 
$20/barrel 

For your review and approval, please. 

Regards, 


For the Approval of the Minister 
I approve 



Ali Rajab Hassan 


Acting General Director 
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FROM : 


PHQ^C NO. : 


SEP. 26 2002 10:43ftM P2 


STATE OIL MARKETING ORGANIZATION 
CRXJDE OIL SALES CONTRACT 


NO. M/12/ 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC)-FN 138 
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FWINE NO. : 


SEP. 26 2002 l0;43fiM P3 


Contract between State Oil Marketing Organization (SOMO) 
(hereinafter called SFXr.ER) of the one part and MPEXOIL - MOSCOW 
(hereinafter called BUYER) of the other part. 

Whereby it is agreed as follows 


SECTION ONE 


Wherever the General Provisions of Section Two, attached and 
herein incorporated in this Contract, are at variance or in conflict with this 
Section One, the provisions of Section One shall govern. 

ARTICLE ONE 


DEFINITIONS 


As used in this Contract, unless otherwise provided, the following 
words and terras shall have the following meanings 

Barrel : means forty-two (42) U.S. Gallons at sixty degrees 

(60’ ) Fahrenheit and at normal atmospheric pressure. 



Day ; means a period of twenty-four (24) running hours 

Commencing at 00.01 hours local time at the port 
of loading. 


Barrel per : means the average number of barrels of crude oil 

r>3y (B/d) supplied during a calendar day as defined above. 


F.U B. : means ■'t ree on Board" as referred to in the ICC 

Incoterms 1990. 


Dollar ($) ; The currency of the United States of America. 

Euro : The currency of the European Union 


Month : means Gregorian Calendar month commencing 

at 00.01 hours local time at the port of loading 
on first day of the month. 

Quarter : means a period of three (3) consecutive months 

Beginning on a 1“ January or a 1“ April or a 1” 
July or a 1 " October. 
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FROM r 


PHONE NO. : 


SEP. 26 2002 10:44flM P4 


Year 

Api Gravity 


SCR 986 
SCRini 
SCR 1143 
SCIR 1153 
SCR 1210 
SCR 1242 
SCR 1281 


SCR 1307. , 

SCR 1330 

SCR 1360 
SRC 1382 

SCR 1409 

661 Committee 


Procedures 

Overseers 

Inspectors 


means a Gregorian Calendar Year, 
means scale adopted by the American 
Petroleum Institute for expressing the specific 
Gravity of crude oil. 

means Security Coimcil resolution 986 (1995) 
of 14 April 1995. 

means Security Council resolution ,1111 (1997) 
of 4 June 1997, 

means Security Council resolution 1143 (1997) 
of 4 December 1997. 

meaive Security Council resolution 1153 (1998) 
of 20 February 1998. 

means Security Council resolution 1210 (1998) 
of 24 November 1998. 


SccuiU^ Cotuiuil lestMlultoii 1242 (1999) 
of 21 May 1999. 

means Security Council resolution 1281 (1999) 
Of 10 December 1999. 

means'SitCti'rxty'Cotmcil re'eollition 1302 (2000) 
'Of S' Juiiti^oooi;''--'-^ ■■■ "" " 



‘meaHs'SBdnrfty -Council T^catitiori t'33'O (2000) 

Of S December 2000. 

meahS SScilrity Cbiincil Resblution 13'60 (2001) 
bieiihs’Sliairity Council Resolution 1382 (2001)- 
Of29*November,'2O01‘;-'’-’''- ' ' 

means ’ Security Council Resolution 1409(2002) 
'Ofli^May2002.' '*-'''-“-'’' 

'tneabS-the Sbeuri^ Council Committee 
bstatilishedby Secin-hy Cdu'ndil Resolbti'on 661 
(1990). 

means the procedures to be employed by the 
661 Committee (Uinted Nations document 
S/1996/636, dated 8 August 1996). 
means the independent experts in international 
Oil trade appointed by the Secretary-General of 
The'United Nations pursuant to SCR 986 and 
the procedures. 

means die independent oil inspection agents 
Appointed by the Secretary-Cjeneral pursuant' 
to SCR '986;,' 
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FROM : 


PHONE NO. 


SEP. 26 2002 10:46SM PS 


ARTICLE TWO 


PERIOD : 

1 . Subject to Article Eight below, this Contract shall become effective 
on the 24™ day of September, 2002, and shall continue thereafter 
until the 25'*' day of November, 2002, unless renewed by mutual 
agreement. 

2. The ultimate consumer of the crude oil sold under this Contract 
shall be Europe and/or U.S. 

Any change in the destination is subject to the prior approval of 
Seller. 


ARTICLE THREE 


QUANTITY AND QUALITY : 


1. SELLER undertakes to sell and deliver FOB and BUYER 
undertakes to purchase, receive and pay for the following:- 


Tvpo of Crude 


Quantity 


Port of Loading 


BASRAH LIGHT 
KIRKUK 


2.000. 000 BBLS 

1.000. 000 BBLS 


ALBAKR 

CEYHAN 


2 . 


The quality of the crude oil shall be the standard export quality 
available at the port of loading from time to time. 


3. Quantities shall represent contracted quantities or number of 
barrels per day contracted multiplied by the number of days of 
the relevant period stipulated in sub Article 2.1 


4. Quantities shall be lifted as evenly as possible over the course 
of such delivery period in lots of approximate barrels and as 
will be agreed between BUYER and SELLER. 

5. Quantities lifted under allowed operational vessel slippage shall 
be deemed as part of the contracted quantities of the period. 


3 
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PHONE NO. ; 


SEP. 26 2002 10:47ftn 


6. In case when SELLER, for reasons technical or otherwise that 
are beyond his control, is unable to meet his Ml contractual 
commitments, SELLER shall have the right to reduce the 
contracted quantities for the duration of toe period when such 
circumstances shall prevail. SELLER shall advise BUYER as 
soon as possible before toe beginning of any period during 
which supplies to all buyers are to be reduced. 

7. In no event shall any loading start beyond the IS® of 
November, 2002, unless the Security Council has authorized 
sales beyond that date. 


4 
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FROM : 


PHOhe NO. 


26 2002 10:48PM P7 


PRICE; 


ARTICLE FOUR 


1 . The price(s) of the crude oil to be delivered under this contract 

biiall be iblluws.- 


TYPE OF CRUDE 

AH 

PORT OF LOADING 

BASRAH LIGHT 

34.00 

AL BAKR 

KIRKUK 

36.00 

CEYHAN 


Price Mechanism in EURO ner Barrel FOB 

Price shall be the standard SOMO price as agreed upon between 
SOMO and the United Nations from time to time. 
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ARTICLE FIVE 


REOPENER: 


Each party shall have the right not later the IS"* day of any month 
to request a review of the pricing mechanism of this Contract. 

If following a request for a review, the parties are unable to agree 
within a period of ten (10) days from the date upon which such request 
was made, either party may elect to terminate this Contract by serving 
written notice of phase-out to the other party and termination shall be 
effective at the end of the month following the month during which the 
notice of termination has been received. 

But if the parties are able to agree within the above mentioned ten 
(10) days period, any agreed upon adjustment to the pricing mechanism 
shall be subject to the approval of the 66 1 Committee. 

However, of such approval has not been granted by the 661 
this Contract shall be oonsidereil tsa teituuiatc4 as o£ the end 
of the month following the month during which the above mentioned ten 
(10) days period ends unless the patties agree otherwise. 

In case of Contract termination under any of the above mentioned 
events, this Contract shall remain in foil force and effect at the pricing 
mechanism applicable in accordance with this Contract terms and 
conditions up to the effective date of termination and such termination, 
shall not affect the parties" rights and obligations therefrom, unless the 
parties agree otherwise during the period prior to frie effective date of 
termination. 
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PHONE NO. : 


SEP. 26 2002 10:50BM 


ARTICLE SIX 


PAYMENT; 


1 . BUYER shall establish in respect of each shipment lifted under this 
Conttaot an irrevocable documentary letter of credit issued by a 
bank acceptable to Banque Nationale de Paris, S.A. (“BMP”)for 
confirmation, in the form set out in Appendix I hereof. 

In all oases, the Letter of Credit shall be established, confirmed and 
accepted at least seven (7) days prior to loading date. 

2. BUYER irrevocably undertakes that payment for each cargo of 
crude oil lifted shall be made out ofthe proceeds of the confirmed 
Letter of Credit directly to United Nations Iraq Account Euro sub 
account account number 0200-201752-002-05 established by the 
Secretary-General of the United Nations, pursuant to paragraph 7 
of SCR 986, at BNP (New York Branch) (hereinafter “United 
Nations Iraq Account Euro sub Accoimt”), upon presentation to 
BNP of the documents required by the Letter of Credit, including 
but not limited to the Commercial Invoice and the Bill of Lading. 

3. All charges within Iraq are for SELLER, whereas all charges 
outside Iraq are to be borne by BUYER. 

4. Unless otherwise provided herein, payment shall be made not later 
than thirty (30) days ftom B/L date, in same date ftmds. 

If payment fails due on a Saturday or Bank holiday other than 
Monday in the place where payment is to be made then payment 
shall be made on the last preceding banking day. If payment fiills 
due on a Sunday or a Monday Bank holiday in the place where 
payment is to be made then payment shall be made on the next 
succeeding banking day. 
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ARTICLE SEVEN 

SOMO STANDARD POCtJMENTATlON: 


Bill of Lading 
Certificate of Origin 
Certificate of Quality and Quantity 
Loading Time Sheet 
Ullage Report 

Master’s Receipt for Samples 
Distribution of Documents 


9 (3 orig. & 6 copies) 

4 

4 

4 

4 

4 

4 


Two sets of documents are handed to Master, one being for 
consignee. SELLER shall advise BUYER by telex or cable within 
forty eight (48) hours following each loading with the following 
details;- 

(a) Vessel’ s Name . 

(b) Loading Port . 

(c) Commenced loading Date. 

(d) Completed Loading Date. 

(e) Sailing Date . 

(f) Gross and net quantities in metric tons, long tons and 
U.S. barrels. 

(g) API Gravity. 


ARTICLE EIGHT 


APPROVAL OF CONTRACT : 

This Contract is subject to the approval of the Overseers on 
behalf of the 66 1 Committee. Such approval shall be obtained in 
accordance with the Procedures, utilizing the form set out in 
Appendix II hereof. 


ARTICLE NINE 


1. Loading of any shipment of crude oil shall be subject to the 
authorization of the Inspectors at the port of loading. The 
Inspectors shall also have the authority to stop the loading if 
they determine that there is any evidence of irregularity. 

8 
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PHONE M3. •• 


SEP. 26 2*2 10'.53fl« Pll 


2. Notwithstanding Sub Article 4-3 of Section Two of this 
Contract, the accepted date of arrival of the vessel at the loading 
ports shall be fixed on a one (1) day range. All related Articles 
of Section Two of the Contract will read to that effect and 
conformity. 

3. Notwithstanding Sub Article (6-5) of Section Two of this 
Contract SELLER shall be allowed as laytime at A1 Bakr 
Terminal as follows :- 

Laytime fhrs) 

36 
54 
65 


Up to 129 999 
130 000-199 999 
Over 200 000 



All related Articles of Section Two of the Contract will 
read to that effect and conformity, 

4. In addition to the events specified in Sub Article 6-6 of Section 
Two, any time consumed due to the Inspectors prohibiting 
loading shall not count as used laytime. 

5. This Contract shall terminate forthwith in the event that the 

Security Council terminates the authorization to import 
petroleum or petroleum products originating in Iraq. 

6. Assignment of the rights or obligations of the SELLER or 
BUYER shall be subject to the approval of the 661 Committee. 

7. Any claims from BUYER under Sub Article 1-3 or Article 
Seven of Section Two, and any analyses carried out under Sub 
Articles 1-5 and 1-6 of Section Two, shall copied to the 
Overseers. Payments or other awards under Article Thirteen of 
Section Two, in respect of claims under Articles one and Seven 
of Section Two are subject to the approval of the 661 
Committee. Any sum to be paid by BUYER in settlement of a 
dispute under Article Thirteen of Section Two relating to the 
proceeds of the sale of crude oil under this Contract shall be 
poid by DUYT3R dacctly to die UuUcU Nations Iraq Account, 
Euro sub account. 


9 
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a. rayitiaiua lu uiuici suo >viviuic .y-J <uiu c»uu ^ucib u-/ ui 

Section Two, and any other Payments or awanis under Article Thirteen of 
Section Two, arc subject to the approval of the 661 Committee. 

9. This Contract shall be subject to SCR 986, SCR 11 1 1, SCR 1 143 SCR 
1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, SCR1330,SCR 
1360, SCR 1382, SCR 1409, the Procedures axid the Memorandum of 
Understanding between the Secretariat of the United nations and the 
Government of Iraq on the implementation of SCR 986 (United Nations 
document S/1996/356, dated 20 1996). 


ADDRESSES! 


ARTICLE TEN 


In Edition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses below:- 



STATE OIL MARKETING ORGANIZATION 
P.O.BOX 5118 
BAGHDAD -IRAQ 

TELEX ; 212198 -212J99 SOMOIK. 

JELEPHONE: 964-1-2869561 

964-1-7742040 - 10 Lines 
Ax : 964-1-8853925 

FOR BUYER : 

IMPEXOIL Li-C. 

3/1, KHOKHLOVSKY per., MOSCOW, lOIOOO, RUSSIA 
PHONE; (7 095)917-0385.956-2737 
FAX : (7 095)956-2615 
c-mail.'imp-oil@dol.ru 



UNITED NATIONS. NEW YORK, U.S.A. 
FAX : 212-963-6128 


Ail other terms and conditions as per (Section Two) General conditions of 
F.O.B. crude oil sales contract and attached appendices 1 & 2 . 

This Contract has been done and signed on the 24* day of September, 2002. 



SOMO 
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Ff^M ; 


FHCB« NO. : 



3^1 Khoknlovsky Per., Moscow. 101000, Russia 

Phone; (7 035)960 34 41, 242 1231 fax; (7 095) 242 12 31 


1 -212-963 16 28 


To: UNITED NATIONS FOR OVERSEERS 
From: “IMPEXOIL LLC”, Moscow, Russia 


SEP. 26 22®2 PI 

tmmxM. 

jts. oe. 


REQUEST FOR THE APPROVAL OF THE CONTRACT 


The attached contract with the Iraqi State Oil Marketing Organization (SOMO) for the 
purchase of petroleum is submitted for your approval in accordance with para 1 (a) of 
Security Council Resolution 986(1995), Security Council Resolution 1111(1997), 
Security Council Resolution 1143(1997). Security Council Resolution 1163 (1990), 

Security Council Resolution 1210 (1998), Security Council R^olution 1242 (1999), 

Security Council Resolution 1281 (1999), Security Council Resolution 1302 (2000), 

Security Council Resolution 1302 (2000). Security Council Resolution 1360 (2001). 

Security Council Resolution 1382(2001), Security Council Resolution 1409(2002) and 
the procedures of the Security Council Committee established by Resolution 661 (1990) 
concerning the situation between Iraq and Kuwait adopted at Its 142nd meeting held on 
8 August 1990. 


Information about the Purchase: 


Name of purchasing entity: 
Place of Registiation : 
Address: 

Contact person: 

Telephone; 


•‘IMPEXOIL LLC" 

Moscow, Russia 

3/1 Khokhlovsky Per., Moscow, 101000, Russia 
Mr. Sergei Tumanov, 

Executive Director Iraqi projects 
7 - 095 - 960 34 41, 764 7634, 242 1231, 

Fax: 7-095-2421231 


Summary of Contract terms: 


Total Quantity of Crude oH; 3,000,000 BBLS 

Basrah Light: 2,000,000 BBLS Kirkuk: 1.000,000 8BL 
API 34,0 - 2.0 min bbis Basrah Light, 

API 36,0 -1,0 min bbls Kirkuk 
Pricing formula: as per Contract 

Dates of loading: as per Contract 


Quality of Crude oil: 


Name of Vessel: 
Payment details: 


to be nominated later 

Letter of Credit as per UN requirements. 


Please find attached a copy of the contract M/12/109 dated 24.09.2002 

Thanks in anticipation for your kind cooperation,^ 

Sincerely yours, 


S.Tumanov 
Executive Director Im^projecfs 



Pi-rmancnt Sitt>commirte g on Investigations I 

PSIStaffRgt^^RP2;FNU9| 



787 


UNITED NATIONS 



NATIONS UNIES 


SECUMTY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/2002/OIL/1409/OC.96 26 September 2002 


TO: IMPEXOIL LLC 

RUSSIAN FEDERATION 

FROM: THE OIL OVERSEERS x 

UNDER SECURITY COUNCIL / 
^ RESOLUTION 986 (1995) / . / 

FAX NO.: 01 1-7-095-242-1231 

FAX NO.: (212)963-1628 

ATTENTION: Mr, Sergei Tumanov 

REF.: OIL-FOR-FOOD ARRANGEMENT 

TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 


Re: 


Contract Number: M/12/109 UN REF: S/AC.25/2002/OIL/1409/COMM.109 

Between: SOMO and “IMPEXOIL LLC” 


Date of Receipt: 

Quantity: 

Quality: 

Pricing Formula: 
Port of Loading: 
Quantity: 
Quality: 

Pricing Formula: 
Port of Loading: 


26 September 2002 

2.000. 000 bbis 
Basrah Light 

Europe and/or US Markets 
Mina A1 Bakr 

1.000. 000 bbIs 
Kirkuk 

Europe and/or US Markets 
Ceyhan 


FURTHER TO YOUR ABOVE REFERENCED APPLICATION FOR APROVAL 
OF THE OIL CONTRACT, PLEASE BE ADVISED THAT THE APPLICATION 
HAS BEEN: 


B APPROVED 


cc: 

SOMO 
BNP Paribas 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.; KHl/1 1268 

Ministry of Oil Date: 19 Rajab, 1423 H 

Oil Marketing Company (State Company) Equivalent to 09/26/2002 



In compliance with the approval of the vice-president of the republic, Mr. Taha Yassin Ramadan dated 
08/24/2002 regarding the allocation of (3) million barrels in phase (12) to Mr. Voloshin, head of the 
Russian Presidential Council, please find below the details of the contract signed with Impexoil 
Russian Company; 

1- Number of Contract: M/12/109 Date: 09/24/2002 

2- Name of Company Buyer: Impexoil LLC. 

3- Nationality: Russian 

4- Quantity & Quality: (3) million barrels divided as follows: 

(2) million Barrels of Al-Basrah light crude oil FOB Al-Bakr terminal 
(1) million Barrels of Kirkuk crude oil FOB Ceyhan terminal 

5- Destination of Crude Oil: Europe and / or America 

6- Pricing Formula: As agreed on between Oil Marketing Company and the United Nations from time 
to time 

7- Validity of Contract: until 11/25/2002 

8- Estimated Value of Contract in Euro: about (60) million Euros based on an estimated rate of 
$20/barrel 

For your review and approval, please. 

Regards, 


For the Approval of the Minister 
I approve 



Ali Rajab Hassan 


Acting General Director 
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In the Name of God, Most Gracious, Most Merciful 

To: Shipping & Quantities Department No.: KHl/ 

From: Oil Marketing First Department Date: Rajab, 1423 H 

Equivalent to 09/26/2002 


RE: Contract M/12/1 09 with Impexoil fon behalf of the Russian Presidential Council) 

On 09/24/2002, we signed a contract with the aforesaid company to supply it with quantities of 
crude oil as per the following terms: 

1- Name of Contractual Company: Impexoil LLC. 

2- Validity of Contract: until 1 1/25/2002 

3- Nationality: Russian 

4- Quantity & Quality: (3) million barrels divided as follows: 

(1) million Barrels of Kirkuk crude oil FOB Ceyhan terminal 

(2) million Barrels of Al-Basrah light crude oil FOB Al-Bakr terminal 

5- Destination of Crude Oil: Europe and / or America 

6- Approval of the United Nations: SCR/A,C.25/2002/OIL/1409/COMM.109 dated [Blank] 

7- Address: 

IMPEXOIL 

3/1, KHOKHLOVSKY PER., MOSCOW, 101000, RUSSIA 
PHONE; (7 095)917-0385, 956-2737 
FAX; (7 095)956-2615 
E-mail: imp-oil@dol.ru 

8- Point of Contract: Mr, Chertioukov Arkady 

9- Other Terms of Contract; as in the standard contract of Oil Marketing Company 
Please be informed and act accordingly. 

Regards, 



Abd-al-Jalil Sa’id Hammadi 

Head of Oil marketing First Department 

09/26 


Permanent Subcommittee on Investigations 


PSIStaffRg^|^RP2-FN^ 
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□ct. 02 ^02 ietSlftM P0l 

iMPEXci. ■ 


October 2"^, 2002 
Ref. No. M/12/ - 12, 

. ftef. PHASE .12 Contract with SOMO for the procurement of Iraqi Oil 
Deaf Hr. Dlontsslev, ; ’ ■ ' 

tfurther to p,ur discussions we wquld like to offer the following quantlUes of 
Iraqi crude oil allocated to our company under Contract' M/12/109 UN 
Pfosifato: '■ i • 

2'000'000 barrels of Basrah Ught' Oil ex Mina Al Bakr 
i'000'000 barrels of Kirkuk Crude Oil ex Ceyhan 
The period of lifting - October 2002 at your options 
Price OSP + USDollars ,0.06^ i 
Letter of Credit is at your expense. 

We would very much appreciate your comments and are always open for 
discussions. 


PHONE NO. : as 



I-i 10, Moteo^i Ktiislfi 

; ^bonc (1 095) 9060441, 24M23I, <7095) 2j^l23! 


BAYOIL 


Your prompt reply will be highly appreciated 
Sincerely yours, 

S.Tumai 

Director for It^qTPfojects 
Phones (7 095) 960 M 41, 242 12,41 fox: (7 095) 242 1231 



notw: (7 095)960 54 41. 747J7 31 fax; (7 095) ?42 I5 ?! 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC)-FN 143 


SNT 027864 


SNT OPim^ 
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BAYOU 


TO; IMPEXOIL LLC 

ATTN Mr. S. Tumanov 

FAX: 7095-242-1231 


FROM: Bayoil Supply and Trading Limited 

DATE: October 2, 2002 

RE: Basrah / Kirkuk Crude Purchase 


Dear Mr. Tumanov: 

Subject to your company being able to provide all necessary documentation in 
compliance with our Bank’s requirements by Friday October 4, 2002, we hereby 
confirm our agreement to the purchase of 2,000,000 barrels of Basrah Light crude 
oil and agree to the price of OSP plus $0.06 covering this total contractual quantity 
with the Letter of Credit being issued in the name of Impexoil LLC, but under the 
account and responsibility of Bayoil Supply & Trading Limited. 

Please find attached our nomination to be forwarded to SOMO, covering 
1,400,000 barrels to be loaded on M/T “Stavros G.L.”/Sub. This vessel has 
already been accepted by SOMO to load October 12, 2002. 

With reference to the available Kirkuk quantity, we greatly appreciate if you can 
extend your offer to emly next week. 

Thank you and best regards. 


BAYOIL SUPPLY & TRADING LIMITED 


BAYOtt SUPPLY A TODINGUMITED P.0, BOX CB1 291 8 NASSAU BAHAMAS 242 3624731 FAX: 242 362 4733 HX: 20644 


Permaoent Subcommittee on Investigations 

PSIStaffRgtj^RPC^i;^^ 


SNT 027858 
SNT 02785R 
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FROH : 


PHaC NO. : 


OCT. 10 2002 10;25fln PI 


AdREEMENTNo M/i2/01/B 


“4" October 8004 

Imp^-Oil LLC, Moscow, Russia, hereinafter referred to as the Seller, and 
“BAYOIL SiippV and Trading Limited', hereinafter referred to as the Buyer, 
together called as the parties, have come to the following agreement: 

i. Subject of the agreement 

1.1 Seiler undertakes to do the following; 

T - to agree with; SOMO schedule and destination of the delivery, wract 
dates Of shipment, laycan and vessel nomination, 

to instruct the Buyer to Issue for and on behalf of the Seller L/C for 
sh^ment, 

to carry out operatbnal correspondence, to make contacts 
SOMO and Overseers, to provide the Buyer with all received 
infomtation concerning the tiilfillment of the Agreement. 

1.2. Buyer undertakes to do the following: 

to buy 2'000'000 +/- 5% bbis Basrah Light oil allocated to the Seller 
and lift It by November 25"', 2002, ' 
to give nomination with the fell information of the vessel, her 
technical parameters, her final destination, laycan, etc., 

to Issue lOdaysprlortothe'layoandatea LetterofCreditcovering 
the total value of the crude to be lifted, in strict oonfonnity with 
the provisions of the Contract signed between the Seller and 
SOMO. The Buyer shall open a Letter of Credit at fts-oWn expense 
and account. 

to lift and sell the quantity allotted to the Seller in the international 
oil market in frame of allotted quota strictly in accoidanoe with the 
Contract concluded between SOMO and the Seller and 
provisions of the UN Program, 

to bear responsibility for the violation of the destination approved by 
SOMO, 


Permanent Subcommittee on iDvestieations 

PSl staff Rpt (RPC)-FN 145 


SNT 027842 

SNT 027842 
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FROM : 


PFCNE NO. ; 


OCT. 10 2002 10:2Sflt1 P2 


2. Price. 

2. 1 Official selling price of SOMO for corresponding destination with 
A.P.I. esoelation/de-Bsoalation effective for nronth of deHvery plus a 
commission In the amount of US Dollars 0.06 per net barrel for 
Basrah Light. 

2.2 Payment: inside Letter of Credit shall be made by Buyer In the 
EUROs in full without discount withholding setoff, counterclaim or 
other deduction within thirty (30) days from BBI of Lading date (B/L 
date Included). 

2.3 Payments, of the commission to be paid outside letter of credit as 
instructed by the Seller value 7 days from the bfll of lading date (b/l 
dafa=day one) against receipt of oommercaal invoice. 


3. Foiee- Majeure ' ‘ 

3.1 The Parties shall not be responsible for ftiilure to' futfiiiltieir 
contractuai'obligations in whole or partially except the payment for 
the goods already delivered; if such failure is the leauft of Force- 
Majeure circumstances, stipulated in the contract between the 
Seller and SOMO company, 

4. Law and juriadietion. 

4. 1 The Present Agreement is made under, and shall be governed by 
and be construed In all respects In accordance with the laws of 
Sweden. 

4.2 All the disputes and claims concerning and/or In connecb'on with 
the Present Agreement of Its violation or teiminatioa or the 
Agreement win become ineffective to be solved by Parties by 
negotiations. 

4.3 Should the Parties fall to agree by negotiations, then any dispute or 
claims arising out of the Present Agreement shall be fina% settled 
by the International ArbHradon Court of Stockholm, Sweden and 
shall be examined in accordanoeiwith the material lawjand 
regulations in effect. 

4.4 The language of the arbitration is Engfeh. The award of the 
arbitration is final and binding on both parties. 




SNT 027843 
SNT 027843 



796 


6. Validity and fermlnaHo'n of tha Agreement 

5.1 The Present Agreement bscomes effective from the date if is 
signed and shall be In force until the Parties ftjlfiir#ieir obligations. 

5.2 The present Agreement shall be null and void upon tnutuat written 
agreement of the Parties, 

6. MIscelianeous. 

e'.l Lifting of oil under the present Agreement Is by Noverhber 25”', 

20Q2. ; 

6.2 bleither' Party is entitled to transfer its rights and obTigaflons 

' " ■ H'efettodeT to the third Party without the Other party’s wtltfen - ' 

cohswit thereto. i 

• .6.3' . Alj'^ertclmehts and Siyppleijtents to the present AgreeftiehfafB 
rali^OTlji if they are made in wrteig and eigneii by boW Parties. 

"I ‘ j’'’Ali Aweiidioes and Addendaiheieto make Integral partsijf the 
Present Agreement ' ■> 

6.4 After signing the Present Agreement all preceding 
negotiations and correspondence between the Parties shall be 
deemed null and void. 

5.5 in case of reorganization of the Juridical person, either of the Patties 
of the Present Agreement, all the rights and liabilities to be 
transferred to the corresponding successor. 


6.6 The parties understand that if the official prices, as set by The 
United Nations, result in being prohibitively higher than the 

prevailing markeL as per recent months, Bu y e r miy b e crxouaod f A «.TVES 

fe o m fu r tl ia i luadi ii BS W ltl iS Mtanyfurth ae fBoouneo . 

<>,WirV.r. biticusvtMS. Si-mAT><9*) vvoiuv. OUT MutusLU^ AcctfTAW.'E. 

6.7 The Present Agreement is signed in two originals In English, one 
original tor each party, born originals being eguaily authentio. 


6.8 The Contract No. M/t2/1 09 signed between the Seller and SOMO 
will form an integral part of the present Agreement and shall be the 
basis of cooperation between the Parties. 


7. Special conditions. 


7.1 Seiler wan-ants that the crude oil sold to the Buyer pursuant to this 

Agreement was obtained pursuant to all necessary approvals and 


SNT 027844 
SNT 027844 
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FRCW ; 


PhONE NO. ; 


OCT. 10 2002 10:27flM P4 


in -accordance with ait applicable procedures of theiUnfted Nations 
(U.N.) resolutions 386 and the UN Security Coundi Committee 
established by SCR 661 (1890). Seller also, warrants that the 
provisions of all applicable UN resolu&ons have been complied 
wtti, including, without iimitation, SCR 886(1095), SCR 
1111(1987), SCR 1143(1997) and SCR 661(1990). 


7.2 Seiler specifically warrants that no suraharge or other payment was 

made to SOMO by the Seller, or to Seller's knowledge by any third 
, ' pariy,'Outside the UN escrow account in obtaining the crude dl sold 
to the Buyer hereunder. 

' '7;3 ^eil^shall provide Buyer a copy of the UN carfificsib'bn, UN 

appointed Inspector's certificate and the ceirtificate or origin upon 

vessel's departure from the loadport and as soon as SOMO 
provides the required papers. i 

' ■ ■mEBELteR: --’ . . THI^BUYERr'‘rW; I'"”! T ■ ? ' 

Impex - Oil U.C BAYOIL SUPPLY AND TRADING UMiTED 

Sergey V. Tumanov Daphne McDonald - Manager 

Directoj^rlragiProjec^ 



SNT 027845 
SNT 027845 
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From: Ifene psherst®yan<lex.ru] 

Sent: Wednesday, October 30. 2002 9:13 AM 

To; Jean Johnston 

Subject: payment for mA TINA b/l 16/10/2002 


FROM:IMPEX-OILLLC, 

MOSCOW, RUSSIA 

TO : BAYOIL SUPPLY AND TRADING LIMITED 
ATTN. MRS. JEAN JONHSTON 
COPY TO : MR. LUBMIL DiONISSIEV 


DEAR SIRS, 

IN COMPLIANCE WITH OUR AGREEMENT M/12/109-B OF OCTOBER 4TH, 2002 AND BASED 
ON THE INFORMATION OBTAINED FROM SOMO YOU ARE KINDLY REQUESTED TO PAY THE 
COMMISSION FOR LIFTING 1 .340.073 BARRELS OF OIL ON WT TINA' ON OCTOBER 
16TH, 2002 IN THE SUM OF US DOLLARS 80,404.38 TO THE FOLLOWING ACCOUNT: 

USD ACCOUNT NO 178-33-094100 

IN FAVOUR OF IMPEX-OIL CO 

WITH THE CYPRUS POPUUR BANK LTD 

THE INTERNATIONAL BUSINESS CENTRE 

50 KENNEDY AVENUE 

CATERWAYS BUILDING 1ST FLOOR 

NICOSIA -CYPRUS 

TEL 357 - 22 363737 

SWIFT; LIKICY2N 

ATTN. MRS RENA ADAMIDES 

WE WOULD VERY MUCH APPRECAITE IF YOU SEND US A SWIFT CONFIRMATION OF THE 
EFFECTED TRANSACTION AS SOON AS POSSIBLE. 

SINCERELY YOURS 

S.TUMANOV 

DIRECTOR IRAQI PROJECTS 


1 


Permanent SubcommiUee on lnvestipatinn< I 

PSIStaffRgt_^RP2;FNl^ SNT 027937 

SNT 027937 
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©fKC lO. : 


5BHB. 13 2000 22:39 CTPl 


3/1, Khokhlovsky Per.. Moscow. 101000, Russia 

Phone; (7 095) 960 S'* 41. 242 1? 31 fa*: (7 095) 242 12 3l 


December 16^ 2002 
Ref. M/12/109-43 


TO: BAYOIL SUPPLY AND TRADING CO.LTD 

Ref. Agency Agreement 50-11-03/M/12/01/B of October S'”, 2002 
660.000 bbis of Basrah Light Oil 

Dear Sirs, 

In compliance with the above said Agreement and attached SOMO's 
confirmation you are kindly requested to pay the sum of US Dollars 39.600 to 
the following address: 

Account No. 178-33-094100 

In favour of IMPEX-OIL LIMITED 

Cyprus Popular Bank Ltd 

The International Business Centre 

50 Kennedy Avenue 

Caterways Building 1®' Floor 

Nicosia - Cyprus 

SWIFT LIKICY2N 

Attn. Mrs Rena Adamides 

Payment for Marine Atlantic 


We would very much appreciate if you send us a SWIFT confirmation 
of the effected transaction to fax number 7 - 096 - 242 12 31 


Thanks in anticipation for your kind operation. 

S.Tumanov J 

Director / 

Iraqi Projects / 




Bayaii-K 


Permanent Subcommittee on Investigations 

PSI staff Rpt (RPC)-FN 147 


SNT 028481 

SNT 028481 
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FROM : 


PH:»€ ho. : 88 


Jan. 09 2003 0i:i2PM P0i 



3/1. Khekhtovsky'Per., Moscow. lOlOOO. Russia 

Phone; (7 OSS) 830 34 41. 242 12 31 fax; <7 085} 242 12 31 


■impixA 


200 

Ref..M/y3/33 -.Si' 


TO; BAYOIL SUPPLY AND TRADING CO.LTD 

Ref. Agency Agreement 50-11-03/M/12/01/B of October 3''^, 2002 
1,040.400 bbis of Basrah Light OH. M/T "Dorset" 

Dear Sirs, 

In compliance with the above said Agreement arid attached SOMO’s 
confirmation you are kindly requested to pay the sum of US Dollars 62.424 to 
the following address: 

Account No. 178-33-094100 
In favour of IMPEX-OIL LIMITED 
Cyprus Popular Bank Ltd 
The international Business Centre 
50 Kennedy Avenue 
Caterways Building 1 Floor 
Nicosia - Cyprus 
SWIFT LIKICY2N 
Attn. Mrs Rena Adamides 
Payment for Dorset 


We would very much appreciate if you send us a SWIFT confirmation 
of the effected transaction to fax number 7 - 095 - 242 12 31 


Thanks in anticipation for your kind cooperation. 

S.Tumanov 
Director 

Iraqi Projects / ^ 


s«yol|.K 


SNT 028771 

SNT 028771 
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Bayoll Supply & Trading, Ltd. 
Transaction Detail By Account 


AcetuiiBaM 


January 19^ DecembM* 2003 


TVP» 

Date 

Num 

N«ne 

Memo 

Class 

Spilt 

Amount 

Bakmce 

GrowS^iu 









Sites- Oil Pro()uctt 








GeneialJoumti 

11/30^2 

Je-C11-1l 

Acxiuai 

TTNA-6 

V-50197 

Ac«»rd8 R... 

56.850.648.03 

58,850.846.03 


12«7/2(»2 

REV 

LYONDELL 

'nNA-8(233.91... 

V-50197 

Cash-CAI... 

8,060,124.51 

64,910,770.54 

OttKk 

12iG(V2002 

REV 

BNP 

TWA-a 

V-S0197 

Cadt-CAI ... 

■6,060.124.52 

^.8S0,646.(» 

Tc4tf Sales - OU PreKkxte 






58.860, 646 J>2 

58,850,646.02 

Total 6 r»s Sites 







68.650,646.02 

58.8S0,646.(X2 

Cost of Sites 









Broker Comm 









OMteralJoumid 

12^1/2002 

J0-C12-18 

Accrual 

TTNA-e 

V-50197 

Frei^ 

-1,860.00 

-1,860-00. 

General skxKnal 

12/31/^ 

^-L1224 

ARC 

Acciual/Drta-a 

V-60197 

Computer S- 

^.00 

-2,790.00 

General Journal 

12131/2002 

s«-i1224 

ECHOBIERGY 

Aecrual/Tlnft-6 

V-50197 

Con^xrter S... 

-1,240.00 

•4,030.00 

Check 

1/8/2003 

15(2 

ARCC^tlC 

T1NA-8/C29333 

V-S0197 

Cadt-WeN... 

■esa.oQ 

-4,«0.00 

Chec^ 

1/&I2003 

1503 

ECHO ENERGY 

TtlA-a 

V-50197 

Cash - Wei... 

■eSQ.OQ 

-5270.00 

Oieck 

1/8/2003 

1503 

EO40 ENERGY 

TMA-e 

V'50t97 

Cash-WeH... 

-620.00 

-5.890.00 

Genera Jnsnal 

1/31/2003 

JE-L01-03 

Ai%; 

Rev Acente/nn... 

V-S0197 

Aecoute P... 

930.00 

-4.960.00 

General JoumaJ 

1/31/2003 

^401-03 

ECHO EN^GY 

Rev Acciual/TIn... 

V-50197 

Accounts P... 

1,240.00 

-3,720.00 

Chedt 

2/11/2003 

1612 

SYNTEXENERG... 

TINA-8 

V-50197 

Cash-WeH... 

•1,560.00 

-5270.00 

General Journ^ 

3/31/2003 

Je-C034}7 

Reverse Accrual 

Tlna-8 

V-5019r 

-SPLIT- 

1.860.00 

-3,410.00 

ToMBrakerComm 






■3,410.00 

-3.410.00 

ExehMMs gainnoss 









11/14/2002 

puncM 

UNITED NATIONS 

TMA-a 

V-50197 

BNP Pariba... 

-15,297.09 

-16,297.C» 

Tolfd Exchange gaiiVloss 






-15,»7.oi 

■1S.M7.09 

Crude Purchases 









Che^ 

10/18/2002 

pim 

JSC PEOPLED 

TfM-a 

V-50197 

BNP Pariba... 

•50,000.00 

•^.000.00 

Check 

10/31/2002 

Plm 

MPEX-OICO 

TNA-6 

V-50197 

BNP Pariba... 

-80,404.38 

-130.404.;» 

Check 

11/14/12002 

PUR01 

UNITEO NATIONS 

T1NA-6i4MPea... 

V.50197 

BNP Pariba... 

•286^J299.» 

-28,75S,703.ra 

C^wck 

11/14/2002 

puncH 

UNREO NATIONS 

TTNA-a/B^RGY 

V-S0197 

BNP Pariba... 

•21,361.000.00 

4», 116,703.73 

ToUtf Cntde Purchases 






-50.116.703.73 

-60.116.TO3.73 

brttrest 









Check 

tV14/20Q2 

LOAN 

FIXEDTEfWA... 

TTNA-8 

V-50197 

BNP Parfita... 

•247.08 

•247,06 

GmersrtJoum^ 

11/30/2002 

Je-CIMI 

Accrual 

TINA-6 

V-50197 

AccoufteR... 

-145.000.00 

•145.247.08 

Otedt 

12/3/2002 

LOAN 

PIXEDTEmnA-. 

TWA-a 

V-S0197 

BNP Pariba... 

•969.45 

•14621661 

C^teck 

12/4/2002 

LOAN 

FIXED TERM A... 

T)NA-6 

V-50197 

BNP Pariba... 

•625.11 

-146.841.62 

Check 

12/B/2002 

LOAN 

FIXED TERM A.. 

TlNA-8 

V-50197 

^P Pariba... 

-50921 

-147.460.83 

Cheek 

122/2002 

LOAN 

FIXED TERM A... 

TINA-8 

V-50197 

BNP Pariba... 

-913.62 

-148.364.65 

Qwek 

12/11/2002 

LOAN 

FIXED TERM A... 

TINA-8 

V-501S7 

BNP Pariba... 

-817.18 

'146,961.81 

Oieck 

12/122002 

LOAN 

FIXED TERM A... 

TMA-8 

V-50197 

BNP Pariba... 

-305.94 

-1^287.78 

Owck 

12/13/2002 

LOAN 

FIXED TERM A... 

TTNA-e 

V-60197 

BNP Pariba... 

•307.26 

•149,596.01 

Oieek 

12/162002 

LOAN 

FIXED TERM A... 

TINA-S 

V-50197 

BNPParftta... 

•2.950.67 

•152,545.68 

Chedc 

12/162002 

LOAN 

FIXED TERM A... 

TMA-S 

V-S0197 

BNP Pariba... 

•109,013.33 

•261,559.01 

Check 

12/162002 

LOAN 

FIXED TERM A... 

TTNA-a 

V-60197 

BNP Pariba... 

•921.77 

-262,480.78 

Cheek 

12/16/2002 

LOAN 

FIXED TERM A.- 

TINA-8 

V-S0197 

BNP Pariba... 

-63a41 

■263,111.19 

Check 

12/16/2002 

LOAN 

FIXEDTERMA.,. 

TINA-8 

V-50197 

BNP Pariba... 

-439.43 

•263.550.62 

Check 

12202002 

LON 

FIXED TERM A... 

TiNA-8 

V-50t97 

BNP Pariba... 

-707.09 

•264.257.71 

Check 

12202002 

LOMf 

FIXED TERM A... 

STAVnOSGL-4 

V-50197 

BNP Fteriba... 

-707.09 

-264.9&4.60 

Cheek 

12232002 

LOAN 

FIXED TERM A... 

TINA-6 

V-50197 

BNP Pariba... 

-24.078.24 

•269,043.04 

Check 

12/232002 

LOAN 

FIXED TERM A... 

TMA-a 

V-5019r 

BNPPai^... 

-2,093.95 

•231,136.99 

C^teck 

12242002 

LOAN 

nXEOTERM A... 

TINA-8 

V-50197 

BNP Pariba... 

-1.741.09 

•292,876.08 

Cheek 

12242002 

LOAN 

FIXED TERM A.., 

TKA-S 

V-50197 

BNP Pariba... 

■707.09 

-293,585.17 

Check 

12202002 

LOAN 

FIXED TERM A.,. 

TWA-8 

V-50197 

BNP Pariba... 

•1.03325 

-294,618.42 

Ch^ 

12202002 

LOAN 

FIXED TERM A... 

TlNA-8 

V-50197 

BNP Parftra... 

■4.315.37 

•298,933.79 

General Journal 

12/31/2002 

JE-L12/9 

UEB 

TtNA-6 

V-50197 

tnlsresl 

-1,742.77 

-300,676.58 

General Journal 

12/312002 

Je-Cl2-18 

Reverse Accrual 

TINA-8 

V-60197 

FrelgM 

145,000.00 

-1K.676.S6 

Chedc 

1/32003 

LOAN 

FIXED TERM A... 

TMA-8 

V-S0197 

BNP Pariba... 

•4,835.55 

-160,512.11 

Genera Joidnat 

121/2003 

JE-L1/1 

UEB 

TINA-8 

V-50197 

Accounts P... 

1,742.77 

-158.769,34 

TeltiWerest 







-156.769.34 

-158.769.34 

kiepectlon 









General J«unal 

11/3020M 

Je-C1i-11 

Accrual 

TtNA-8 

V-50197 

Accourtts R... 

-55,000.00 

•55,000.00 

Check 

12/18/2002 

mSP 

ON. MS USA ac 

TWA-8 

V-50197 

BNP Pariba... 

-19.036.90 

■74,036.90 

General Jownat 

12212002 

Je-C12-18 

Reverse Accrual 

TINA-8 

V-60197 

Frei^ 

20.000.00 

-54.036.90 

Check 

1/302003 

INSP 

SGS EGYPT LTD 

TWA-8 

V-50197 

BNP Pariba... 

-550.00 

-54,586.90 

Chedc 

3/4/20(K) 

INSP 

BSIINSPECTO... 

TNA-a 

V-60197 

BNP Pariba... 

-10,659.53 

-65,246.49 

Check 

3262003 

BUSP 

OILPiSPECTTO... 

TINA-8 

V-50t97 

BNP Par8M... 

-19,227.65 

-84,474.14 

Gertsral Journd 

3/31/2003 

Je-003-07 

Reverse Accrual 

Tma-S 

V-50197 

Broker Comm 

35,000.00 

-49,474.14 

Check 

8/152003 

INSP 

SGS GULF LTD 

TJNA-e 

V-50197 

BNPf^riba... 

•500.00 

-49,974,14 


Tcpl^lnspecfion -49,974.14 -49,974.14 


Permanent Subcommittee on investigations 


Pagel 
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Bayoll Supply & Trading, Ud. 

Transaction Detail By Account 


AecnMiButa 


January 1995 through Dec«mb» 2003 


Th» 

DtH 

Hum 

Name 

Memo 

data 


Amoimt 

Bdance 

imuranc* 

General 

11/302002 

Je-CII-11 

Accrual 

TMA-e 

V.S0197 

Accounts R... 

-43.000.00 

-43,000.00 

Check 

12/1(y2002 

ms 

CRAIG FERGUS... 

TMA-S 

V-S0197 

BNPParta... 

-30,142.88 

•73,142.88 

OeneialJown^ 

12/31/2002 

Je-C1M8 

Reverse Accrual 

TNA-9 

V-50197 

FrelgW 

30,000.00 

•43,142.88 

Owck 

3/2&2003 

INS 

CRAIG FEROJS... 

TlNA-8 

V-50197 

d4P Par*a... 

■6.227,98 

•48,370.86 

Gmei^Joisnal 

Total InKJlWce 

3/31/2003 

Je-CC3^ 

Fleverse Acciud 

Tra-8 

V-50197 

Broker Comm 

13,000.00 

-35,370.86 

-35,370.86 

-35,370.86 

l/COwgM 

Check 

11/14/2002 

PURCH 

UNITED NATIONS 

■mA-effli«»EX.. 

V-50197 

BNP Partta... 

-46,055.26 

-46.!:»5.26 

Check 

TtA^IXOiaig^ 

11/14«X» 

PUROt 

UNITED NATIONS 

TINA-6/ENERQY 

V-60197 

BNP Pait»... 

-a2.996.36 

-79,051.61 

-79,051.61 

-79.051.61 

Frais^ 

Ched( 

10/8/20(S 

FRONT 

NORTH CARIBB... 

Tlna-e/Caneell... 

V-90197 

BNP Parts... 

■75,000.00 

-75,000.00 

Check 

10/17/20(K 

FRONT 

NC»TH CARIBB... 

TINA-a/ 1ST HI.. 

V-60197 

BNP Partba... 

-234.817.19 

•309,817.19 

Cheek 

1029/2002 

FRONT 

NORTH CARIBB... 

T1NA-e/BOBd3... 

V-S0197 

BNP Partba... 

•149,28B.00 

-459.097.19 

Check 

10/29/2002 

FRONT 

NORTH C/^IBa.. 

TPIA-6ANAR R.. 

V-S0197 

BNP Parfca... 

-25,920.00 

■485,017.19 


11/12A2002 

fTtGHT 

NORTH CARSe... 

HNA-a2r«3 HI.. 

V-50197 

BNP Part»... 

■267,637.50 

-752.654S9 

Cheek 

11/12/20» 

FRONT 

F/U.ENEROYC... 

TINA-a«UFA(E... 

V-60197 

BNP Par9»... 

-324,854.64 

-1,077,509.33 

Owd( 

11/18/2002 

FRONT 

FM. ENERGY C... 

TMA-a/BUTAtE... 

V-50197 

BNP Pariba... 

-1,594,438.40 

-2,671,947.73 

Genetai Journal 

11/3OC20% 

Je-CIMI 

Accrual 

TPiA-e 

V-60t97 

Accounts R... 

•602,118.08 

-3274,065.81 

Che<» 

12/13/2002 

FRONT 

NORTH CARIBB... 

TINA-9/^ HI... 

V-60197 

BNP Pariba... 

•;»7.637.50 

-3.541.703.31 

Check 

12/19/2002 

FRONT 

NORTH CARIBB... 

TiNA<9/3ROHL. 

V-S0197 

BNP PertMi... 

-11,480.58 

-3,653,183.89 

C»w(k 

12/30/2002 

FRONT 

OJLF AGENCY... 

TINA-9/ SUEZ.. 

V-50197 

BNP Parkta... 

-211,7130.00 

•3,764,883.89 

Genera) Joimal 

12/31/2002 

Je^t2-ie 

Reverse Accrual 

■nNA-9 

V.60197 

-SPUT- 

602,118.09 

-3,162.765.81 

Genera Journal 

12/31/2002 

Je^12-18 

AeouaJ 

TINA-9 

V-50197 

Freight 

•9,978.10 

•3,172,743,91 

Check 

2«/2003 

FRONT 

KRtSTENSONS.. 

'nNA-9 

V-50197 

BNP Pariba... 

•96,995.36 

-3271,739.29 

Deposit 

3/4/2003 

FRONT 

NORTH CARIBB... 

TiNA<9/REDELt... 

V-60197 

BNP Pariba... 

162,140.50 

-3,109,598.79 

Deposit 

3/4/2003 

FRONT 

NCRTH CARIBB... 

TmA-9 

V.S0197 

BNP Pariba... 

-64,586.17 

•3,174,184.96 

D^90Sit 

3/4/3003 

fnom 

NORTH CARIBS... 

'nNA-8 

V-60197 

BNP Pgr«>a.. 

-7.112.00 

•3.181.296.96 

D^sosil 

3/4/2003 

FflWT 

NORTH CARIBB... 

TINA-g 

V-601d7 

BNP Paitta... 

2.033.33 

-3.179263.63 

Check 

3«2003 

FRONT 

OeC SHVRINO ... 

T1NA-9/AG&ICY 

V-50197 

BNP Pai«»... 

-6,442J0 

•3,184.706.13 

Chedi 

3/27^003 

FRONT 

GW/ AGENCY .. 

TWA-9 

V-50197 

BNP Partba... 

-1,628.26 

-3,186234.39 

General Jounal 

3/31/2003 

Je-C03^7 

Reverse Accrual 

Tina-9 

V-50197 

Broker Comm 

9.978.10 

-3.176,»6.29 

Cheek 

Tr^Fre^ 

4/1/2003 

FRONT 

GULF AGENCY ... 

■nNA-9/SUEZT,.. 

V-60197 

BNP Pariba... 

901.23 

•3,175,356.06 

•3,175.355.06 

■3,176,366.06 

Finance Ctaarget 

Check 

1<ya/2002 

FRONT 

NCWIR CARIBB... 

Tina-8 

V.50197 

BNP Partba... 

-23.19 

-23.19 

Check 

1W17/2002 

FRONT 

NORTH CARIBB... 

TINA'S 

VW97 

BNP Partba... 

-23.07 

-48.26 

Chedc 

10/18/2002 

PUR 

JSC PEOPLE'S... 

UNA-a 

V-60197 

BNP Partba... 

•37,81 

■94.17 

Check 

1009/2002 

FRONT 

NORTH CARIBB... 

TNA-9 

V.50197 

BNP Part>s... 

•2326 

•107.45 

Oieck 

10/31/2002 

PUR 

IMPEX-OtCO 

. TWA-e 

V-60197 

BNP Pat&a... 

-2326 

-130.81 

Check 

11/12«002 

FRONT 

NORTH CARiee... 

■nNA-9 

V-60197 

^Partba... 

•23.94 

•164.7S 

Check 

11/120002 

FRONT 

FALENEROYC... 

TWA-9 

V-60197 

BNPPattra... 

'23.93 

■178.68 

Che^ 

11/14/2002 

PURCH 

UNITED NATIONS 

■7949-9 

V-60197 

BNP Partba... 

•22,907.24 

•23,095.82 

CherA 

11/14«02 

PUfWJH 

UNITED NATIONS 

■nNA-9 

V-60197 

BNP Parte... 

•17,094.02 

-40.179.94 

Check 

11/18A2002 

FRONT 

FAL ENERGY C... 

■nNA.9 

V-60197 

BNP Pariba... 

•2384 

-40.203.76 

Owcfc 

11/19/2002 

ec 

BANK CHARGES 

TPIA-9 

V-50197 

BNP Partba... 

•59.87 

•40262.66 

Check 

12/17/2002 

BC 

BANK CHARGES 

■nNA-9 

V.60197 

BNP Partba... 

-34.24 

•40296.69 

Check 

12/17/2002 

LQHT 

GULF STEAMS... 

TmA-9 

V-60197 

BNP Parte... 

-39.24 

-40.336.13 

0>eck 

12/19/2002 

WIGHT 

NORTH CARIBB... 

RNA-e 

V.S0197 

BNP Parte... 

-24.33 

-40260.46 

Qreek 

12/19/2002 

BC 

BANK CHARGES 

TlNA-9 

V-60197 

BNP Pariba... 

-585.00 

•40.945.46 

C2wck 

12/19>2002 

ec 

BANK CHARGES 

TINA-9 

V-60197 

BNP Pariba... 

-585.00 

-41330.46 

Check 

12/202002 

BC 

BANK CHARGES 

TWA-9 

V-50197 

BNP Pariba... 

-SK.OO 

•42,115.46 

ChKk 

12iG0/20O2 

FRONT 

QIAF AGENCY ... 

TP4A-9 

V-S0197 

BNP Pariba... 

-24.82 

•42.140.28 

Check 

1/8/2003 

LOW 

AM0^ICAN EA... 

TINA-9 

V-60197 

BNP Pariba... 

^.74 

-42.165.02 

Chedt 

1/B<2003 

LGHT 

HEIOMAR UGH... 

TWA-S 

V-S0197 

BNP Pariba... 

•24,74 

•42,189.76 

Check 

1/92003 

LOKT 

SKAUGEN PET... 

TWA-S 

V-50197 

BNP Pariba... 

•39.94 

■42.229.70 

Chedr 

1/92003 

LGHT 

CRESCENT TO... 

TWA-e 

V-50197 

BNP Pama... 

-^.98 

-42,269.68 

Check 

1/9/2003 

LGHT 

AMERICAN EA... 

TWA-9 

V-60197 

BNP Parte... 

•24.98 

-42.294.66 

Check 

1/3(V2003 

INSP 

SGS EGYPT LTD 

TWA-9 

V-60197 

BNPParta... 

-25.32 

-42.319.98 

Check 

2/S/2003 

FR®tT 

KRISTENSONS ... 

■WA-S 

V-50197 

BNP Partba... 

-40.80 

-42.360.78 

Check 

3/6/2003 


OBC SHIPPING... 

TWA-9 

V-60197 

BNP Pariba... 

-41.01 

-42,401.79 

Owck 

3262003 

INS 

CRAIG FERGUS... 

TWA-9 

V-50197 

d4P Pariba... 

-40.02 

-42.441,81 

Owck 

3/%2003 

INSP 

OILmSPECTIO-. 

TWA-8 

V-50197 

BNP Pariba... 

-40.02 

■42.481.83 

Ched( 

327/2003 

FRONT 

GULF AGENCY... 

TWA-9 

V-50197 

BNP Parta... 

•25.15 

-42,506.99 

Check 

4/1/2003 

L^ 

WtAUOEN PET... 

TWA-S 

V-50197 

BNP Pariba... 

•40.61 

-42.54729 

Check 6/20^003 

Total Trance Charles 

LOHT 

GULF STEAMS... 

TWA-S 

V-60197 

BNP Pariba... 

•26.67 

-42,574.26 

•42,574.26 

■42.574.26 


Pegs 2 
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Bayoii Supply & Trading, Ltd. 

Transaction Detail By Account 


AecnalButa 


Jwiuary 199S through Deeemb^ 2003 


Type 

Date 

Ntitn 

Name 

Memo 

Ciasa 

Split 

/i^nowit 

Balance 

UgMering Owrgee 








General .Journal 

tiraiyacxH 

Je-Cl1-11 

Accrued 

TtNA-a 

V.60t97 

Accounts R... 

•954.708-77 

•^.708.77 

Genera Journal 

11/3C«2Caj 

Je-CII-ll 

Accrue 

TINA-8 

V-50197 

Accourks R... 

126,m66 

-827.942.11 

Oiedt 

12/17^002 

LOfT 

GtAP STEAMS... 

TMA-8/AGENC... 

V-50197 

BNP Partoa... 

-44.800,00 

•872,742.11 

Oieck 

i/a»x>3 

L6HT 

AMERICAN EA... 

TINA-d 

V-S0197 

BNP Pariba... 

■467,687.50 

-1.330,429.61 

C^eck 

1/8/2003 

LGHT 

HEiraVMR UGH... 

TlNA-8/;^La„ 

v-soisr 

BNP Pariba... 

-183,665.04 

•1.514,094.65 

Oiecfc 

1/8/2003 

L<a4T 

HEIDMAR UGH... 

TINA-8/5THLG... 

V-80197 

^P Padba... 

-98.211-63 

•1,612.306.28 

0>eck 

1/^2003 

LtaiT 

SKAUGEN PET... 

TTNA-aCNO LG-. 

V-50187 

BNP Pariba-. 

-168,215.78 

-1.770,522.08 

Che^ 

1/9/2003 

LGHT 

CRESCENT TO... 

'nNA-8/row 

V-60197 

BNP Pariba.- 

•15,750.24 

-1,788,272.30 

Qteck 

1^^2003 

L(a<r 

AMEraCANEA... 

TR4A-aNVORK... 

V-50197 

BNP Paf*a- 

•20.000.00 

-1,806,272.30 

Deposit 

2/6/2003 

C£M 

A11>NTICTRA„. 

TNA-a 

V-60197 

W1P Paiflsa... 

123,940.97 

-1.^2.331.33 

Genera Journal 

3/31/2003 

Je-0)3<n' 

Revmse Acemal 

TVn-S 

y-60197 

Broker Corrtm 

'125208.33 

-1,807.539.66 

Oenend Jownat 

3/31/»X» 

Je4:»3<l7 

Reverse Accrual 

Tma-8 

V.60197 

Broker Comm 

954,708.77 

-852,830.89 

Dwck 

4/1^003 

LGHT 

SKAUGEN PET... 

TINA-8 

V-60197 

BNPPartra... 

-5,428.34 

-^.259.23 

Check 

S/20n»03 

LGHT 

GU.P STEAMS... 

TMA-8 

V-50197 

BNP Par8»... 

-2504.39 

-860,763.62 

Total OtargN 






•860.7B3.52 

■880.re3.62 

Total Cost o( SeJes 







-54,6372^.71 

-54,537269.71 

B«gc Ser^ce Charges 








ChetA 

ii/i4«3ia 

PURCH 

UtmieD NATIONS 

TMA-S 

V-50197 

BNP Pariba... 

-180.48 

-180.48 

ChetA 

11/14/2002 

puncK 

UNrrcO NATIONS 

TMA^ 

V-50197 

BNP Pariba... 

-100.27 

-280.75 

Chet* 

11/14/20Ce 

PURCH 

UNIIED NATIONS 

TINA-8 

V-50197 

BNP Pariba... 

-180.48 

•461.23 

Cheek 

11/14/2002 

PURCH 

UNITED NATIONS 

TMA-e 

V-50197 

BNP Pariba... 

-100.27 

-561.50 

Dtedt 

11/23/2002 

BC 

BANK CHARGES 

TMA-8 

V-50197 

BNP Pariba... 

•33.30 

-594.80 

Check 

12/23/2002 

BC 

RANK OlARGES 

7VtA-8 

V-50197 

BNP Pariba... 

-^.00 

-i.ire.so 

Total Bar* Servlca Charges 






-1,17980 

-1,179.80 

CMiuntasiona 









Genera Jounal 

11/21/2002 



TtNAa 

V-50197 

Hedge Gain... 

•15,120.00 

•15,120.00 

General Journal 

11/21/2002 



TINA8 

V-60197 

Hedge Gam... 

•15,120.00 

-30,240.00 

Geneiti JourneJ 

11/21/2002 



TINA 8 

V-50197 

Hedge Gain... 

-15,320.00 

-45.560.00 

General JouRtal 

11/21^002 



TINA8 

V-60197 

Hedge Gem... 

-15.320.00 

-60.880.00 

Qenend Journo 

11/21/2002 



TINA0 

V-50197 

Hedge Gam... 

-18278.00 

-77258,00 

General Jounal 

t1/2iaO(S 



TV4A8 

V-50197 

Hedge Gam... 

-16,1^20 

-33.^.00 

G^ratJournti 

11/30/2002 

Je^ll-11 

Accrual 

TlNA-8 

V-50197 

AcceunU R... 

•57,684.96 

'151.080.96 

Gerteral Journal 

12/230002 



TINAS 

V-60197 

Hedge Qirin... 

-33251.78 

-184,132.72 

Genera Journal 

12^30002 



TMAS 

V-50197 

Hed^QNn... 

-24,843.20 

-2Cie.7re.92 

General Jownal 

12/31/2002 

J»^12-18 

Accrual 

TMA-8 

V^97 

Freight 

57,694.96 

•151,060.96 

Total Comrrd»ions 







-151,060.98 

•151,060.96 

Hedge Galit /(Loss) 









General Journal 

11/21/2002 



TINAe 

V-50197 

-SPLIT- 

5.151.320.00 

5.151.320.00 

General Journal 

11/21/2002 



TINAS 

V-60197 

Hedge Gain... 

-4.627280.00 

523,840.00 

Qenerti Journal 

11/21/2002 



TINAS 

V-60197 

-SPLIT- 

6214.000.00 

8.737.940.00 

Gene rtd Journal 

11/21/2002 



TINAS 

V.60197 

Hedge Qeln... 

•$.992,000.00 

745,940.00 

General Journal 

11/21/2002 



TINAS 

V-60197 

-SPLIT- 

4,934,960.00 

5,660,900.00 

General Journal 

11/21/2002 



TINAS 

V-60197 

Hedge Gam... 

•6,428,240.00 

254.860.00 

General Journal 

11/302002 

Je-CIMI 

Accrual 

TMA-e 

V-6019r 

Aoeounta R... 

-5213.520.00 

•4.856,660.00 

Oenerai Journal 

MKHXXA 



TINAS 

V-60197 

-SPLIT- 

-1,872,360.00 

4.831220.00 

General Journal 

1223/2002 



TINAS 

V-60197 

Hedge Gain... 

•3.341,180.00 

•10.172,380.00 

General Journo 

12/31/2002 

Je-Cl2-18 

Accrual 

TINA-8 

V-60197 

Freight 

6213,520.00 

•4.956,880.00 

Tottf Hedge Gain /^ss) 






-4.958,660.00 

-4,958,860.00 

TOTAL 







•797,744.45 

-797.744.45 


Pages 
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u! Bayoll Supply & Trading, Ltd. 

07niM4 Transaction Detail By Account 

ftecnMiDui* January 1995 through December 2003 


Typ« 

IMe 

Num 

Name 

Memo 

Class 

Sf«t 

Ammint 

Balance 

GroMSatoa 

• OM Pnxiuct* 








General Journal 

12/31/2002 

Je-C12-15 

Accrud 

M.A(lan|ic-S 

V-50200 

Accounts R... 

0.00 

0,00 

Deposit 

1/23^003 

REV 

MORGAN <X>RP 

MATLM4TK>6 

V-5020Q 

KMP Partoa... 

3,027,500.00 

3,027,500-00 

D^JOSit 

1/23/2003 

REV 

PHRJJPSee 

MATLANTK>5 

V-50200 

BNP Pahba... 

12,782,435.41 

1S.809.9K.41 

Deposit 

1/27/2003 

REV 

MARATHON 

MATLMfTI&S 

V-60200 

WlPPariba... 

11,538.684.40 

27,348.619.81 

D^MSit 

1/27/2003 

REV 

PHRI.IPS66 

hLATUNTK>5 

V-50200 

BNP Pariba... 

13,759.042.84 

41,107.652.65 

Deposit 

1/28A2003 

REV 

V/NXROMARK... 

MATLANTK>5 

V-50200 

BNP Pariba... 

13.^9,908.51 

54,767,571.26 

Deposit 1/29/2003 

Total Sales * Oil Product 

Total Gross S^s 

CoetofSaAee 

Brolter Conm 

REV 

KOCHPETRtX... 

MATLAKTX>S 

V-50200 

»4P Pariba... 

13.e«.1 45.41 

68.630.716.67 

68.630.716.67 

68.630.716.87 

68.630.716.67 

68.630.716.67 

Dtedc 

2/11«003 

1514 

ECHOe^RGY 

tlAHanSc-S 

V-50200 

Cash-W^... 

-620.00 

-620.00 

Check 

2/11/2003 

1512 

SYNTE)£NERO... 

MJ«l/MVri06 

V-50200 

Cash - WeU... 

-1,550.00 

•2,170.00 

Check 

3/13/2003 

1520 

ARCOk^ltC 

MAtianlio-5/C3... 

V-50200 

Cash - W^... 

-540.00 

•3.01Q.CX5 

Check 3,126/2003 

Total BralurComm 

1522 

SYNTEXENERG... 

MkHantic-6 

V-50200 

Cadi-Wdt... 

-560.00 

-3,670.00 

•3.5TO.00 

•3,5TO,00 

Secomtary Chgs. 

General Journal 

11/30«002 

Je-C1M3 

Accnad 

M.Atlanllc-5 

V-S0200 

Cargos in tr... 

760,992.63 

750,9^83 

General Joumi^ 

12/31^2 

Je<C12-15 

Accrual 

M.ATLANT)C-5 

V-60200 

Cargos hi tr... 

5.806.717B8 

6,557,710.72 

General Journal 

12/31/2002 

Je-C1M5 

Reverse /Accrual 

M.AtfanUc-5 

V-50200 

Car^ in tr... 

■750,992.83 

5,806.71749 

General JourrtcJ 3/31^003 

T<^ Seecodary ^tgs. 
Demurraga • UgMar 

Je-C03-10 

Reverse Accrual 

M.AttarAic-6 

V-60200 

Interest 

-5.806.717.89 

0.00 

0.00 

0.00 

D^josit 

3/12A2003 

C^M 

VALERO MARK... 

MJtTLAN?1C-5 

V-5CI200 

BNP Pariba... 

104.17 

104.17 

Deposit 

7/14/2003 

OEM 

MARATHON 

MATLANTiC^ 

V-S0200 

BNP Pariba... 

40,965.38 

41,0^45 

Deposit 7/17/2003 

Total Demurrage 9 Ughtw 

OEM 

MARATHON 

MATLMtnC-S 

V-SGCOO 

BNPPaiiba... 

27,253.31 

68,322.86 

68.322.86 

68.322.86 

Crude Purehtnee 

Che<d( 

11/29«)02 

FRGHT 

RJLBROOKTR... 

MATlANnC>5 

V-50200 

BNP Partia... 

•47.500.00 

47,500.00 

Oteck 

12/i2/3O02 

WT 

FIXBROOKTR... 

MATLANTK>5 

V-50200 

BNP PaiflM... 

-62,978.06 

-110,478.06 

Oiedc 

12/17/2002 

PUflCH 

MPEXOLCO 

MATl/U^rnC^ 

V-60200 

BNPPartta... 

-39,600.00 

•150,0m06 

General Journal 

12/31/2002 

Je-Ct2*ts 

Accrual 

M. Allan8c-5 

V-S0200 

Cargos ki tr... 

58,873.124.64 

M.723, 046.58 

GeneralJoumal 

12/31/2002 

Je4;i2-16 

Aceruel 

M. Atlanec-5 

V-S0200 

Cargos in tr... 

-58.873,124.54 

-150.078.06 

Gerwral Journal 3/31/aX)3 

Total Crude Purchases 

mtareet 

Je4»3-10 

Reverse Accrual 

M./Ulantic<6 

V-50200 

Interest 

-68.873.124.64 

•59.023,202.70 

•59,023.202.78 

•69,023,202.70 

Check 

12/SV2002 

UOAN 

FIXED TERM A... 

MATlANTfC4 

V-50200 

BNP Pariba... 

-426.88 

426.88 

Check 

12/1»2002 

WAN 

nXEOTERMA... 

MAnANTK>6 

V-S0200 

BNP Pariba... 

•1.265.54 

-1,693.42 

Che^ 

12/20/2002 

LOAN 

FIXED TERM A... 

M.ATLANTfC4 

V-50200 

BNP Pariba... 

-451.71 

•2,155.13 

Cheek 

12/30/2002 

LOAN 

FIXED TERM A... 

MATIANTIC^ 

V.50200 

BNP Pariba... 

•1,033.25 

•3,186.38 

Che^ 

12/31/2002 

LOAN 

FIXEOTEmilA... 

MATLANnC-5 

V.60200 

BNPPartra... 

•457,76 

•3,646.16 

Check 

12/31/2002 

LOAN 

FIXED TERM A... 

MAUANTIC-S 

V-60200 

BNP Pariba... 

•1,07247 

4,718.73 

G«mal Journal 

12/31/2002 

JE-L12/9 

UEB 

MATIANTIC^ 

V-50200 

in»re$l 

•147.30 

4,866.03 

General Joumtf 

12/31/2002 

JE-L12/9 

UEB 

MATLANTK>« 

V-50200 

Interest 

-3.4S6.77 

•8.322.80 

Gwteraf Joumtf 

12/31/2002 

Je-CIMS 

Accrud 

M.A1l3n5c^ 

V-S02(X) 

Cargos in tr... 

-2n>, 000.00 

-278,322.80 

Check 

1/3/2003 

LOAN 

FIXED TEAM A... 

MATLANnC-S 

V-50200 

BNP Pariba... 

452.64 

-278,775.34 


1/3/2003 

LOAN 

FIXED TERM A... 

MATLANTlC-5 

V-50200 

BNP Pariba... 

-10.370.33 

-289,145.67 

Check 

1/6/2003 

LOAN 

RXEOTERMA... 

UATLANTIC-S 

V-50200 

BNP Pariba... 

•9.260.41 

-298,406.06 

Owck 

I/e/2000 

LOAN 

nXEOTERMA... 

MATlANTIC-5 

V-50200 

BNP Parta... 

-5,825.00 

-304,231.08 

Check 

1r7/2003 

LOAN 

FIXED TERM A... 

MATlANTIC-5 

V-50200 

BNP Pariba... 

•3,147.09 

■307478.17 

Check 

1/7/2003 

LOAN 

FIXED TERM A... 

M.AnANTtC6 

V-502CI0 

BNP Pariba... 

•2,53343 

-309.911.40 

Check 

1/8/2003 

LtWt 

FIXED TERM A... 

MATIANTIC^ 

V-50200 

BNP Parfta... 

-2,035.54 

-31 1.946.94 

Check 

1/B/2003 

LOAN 

FIXED TERM A... 

MATLANTIC-S 

V-SO20O 

BNP Parfla... 

-3,051.10 

-316,008.04 

Oteck 

1/9/2003 

LOAN 

FOCOTERMA... 

MATIAMT1C-5 

V-50200 

BNP Pariba... 

•3.078.30 

-318,066.34 

Owck 

1/95003 

LOAN 

FD^D TERM A._ 

MATLANTIG6 

V-50200 

BNP Pariba... 

-1,535.58 

•319,621.92 

Oteck 

1/10/2003 

LOAN 

FD^OTERM A... 

MATIANTK>S 

V-SQ200 

BNP Pariba... 

•1.569.10 

•321,191.02 

Che^ 

1/13/2003 

LOAN 

FIXED TERM A... 

MA71ANT1C-6 

V-50200 

BNP Pariba... 

•4.626.84 

-325,817.86 

Owck 

1/14/2003 

LOAN 

F»«D TERM A-. 

MATLANTIC-6 

V-60200 

BNP Parka... 

•1,555.69 

•327,3^.65 

Chedt 

1/15/2003 

LOAN 

FIXED TERM A... 

MATLANTIC^ 

V-60200 

BNP Parka... 

-1.528.87 

-326,902.42 

Oteck 

1/16,«)03 

W/M1 

FIXED TERM A,.. 

MATIANTI05 

V-5<»X) 

BNP Pariba.., 

•1,575.81 

•330,4/^.23 

Owck 

1/17/2003 

LOAN 

FIXED 1ERMA... 

MATi/wnc^ 

V-50200 

BNP Pariba... 

-32.055.62 

•362,533.85 

Check 

1/17/2003 

LOAN 

FIXED TERM A... 

MATLANTlC-5 

V-60200 

BNP Pariba... 

-1,548.99 

-364,082,84 

Check 

1/21/2003 

LOAN 

FIXE0TEBMA... 

MATLANTlC-S 

V-60200 

BNP Pariba... 

-6,169.11 

■370,251.95 

Cheik 

1/23/2003 

LOAN 

RlffiOTERMA... 

MATLANTH>« 

V.60200 

BNP Pariba... 

-3.154.87 

-373,406.82 

Checic 

1/23/2003 

LOAN 

FIXED TERM A... 

MATIANTW>5 

V-S0200 

BNP Pariba... 

-24,248.08 

-397,654.90 

Ched( 

1/24/2003 

LO/\N 

FIXED Taw A... 

MATLANTIC^ 

V-50200 

a^P Pariba... 

-849.98 

-398,504.88 

Check 

1/27/2003 

LOAN 

FIXED TERM A- 

MATIANTTC-S 

V-50200 

BNP Pariba... 

-11,934.78 

410,439.66 

Check 

1/27/2003 

LOAN 

FPCOTERM A... 

MATLANTIC-5 

V-50200 

BNP Paraa... 

-2,49543 

412,934.89 

Check 

1/29/2003 

LOAN 

Rl^OTEBM A... 

MATLANTIC-6 

V-60200 

BNP Pariba... 

-1,334.86 

414,269.75 

Check 

t,2a«003 

LOAN 

nXEDTERMA... 

MATLANnC-5 

V-60200 

WtP Pariba... 

-842.68 

415,112.43 

Pegel 
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Bayoii Supply & Trading, Ltd. 

Transaction Detail By Account 


AccrwriBMto 


January 199S Oec«nb« 20QS 


Typ* 

Date 

Num 

Name 

Memo 

Class 

Split 

Amount 

Batanee 

Check 

t«9/20Ca 

LOAN 

FIXED TERM A.„ 

MATUNT)(>5 

V-6<^ 

BNP Parka... 

•462.44 

■415.574.87 

Check 

^fS&f2!003 

LOAN . 

FlXEDTEfWA... 

MAU/wnc-s 

V-50200 

BNP Pariba... 

-849.M 

-416.424.85 

Check 

1/3012003 

LOAN 

FIXKITEfWrlA... 

MJ^TUWn(>6 

V-50200 

BNP Parka... 

-617.83 

-417,042,68 

Qenen^ Journal 

1/31/2003 

JE-Lt/I 

UEB 

MJLTLMmC>S 

V^CCOO 

Accounts P... 

147.a) 

-416.895.38 

Genera Journal 

1/31/2003 

^•LI/1 


MATUNTIC^ 

V-60200 

Accoonta P... 

3.456.77 

-413,438.61 

Check 

1/31/2003 

LOAN 

FOCDTEf^A... 

MATUNTK>S 

V-50200 

BNP Parita... 

-625.94 

-414,064.45 

Chedc 

2/3^003 

LOAN 

FIXEDTEW^A... 

MATUNTIC-8 

V-SQ200 

BNP Parka... 

-1,893.80 

-415.958,05 

Check 

2/4/2003 

LOAN 

FOEDTERMA... 

AUTLANDOS 

V-50200 

BNP Patiba... 

-631.19 

-416,589.24 

Check 

2<'S/2003 

LOAN 

FD«OTEWAA... 

MJkTLANTIC-S 

V-S0200 

m? Pailba... 

•623.17 

•417,212.41 

Chadc 

2«/2003 

LOAN 

FIXED TERM A-.- 

MATUNTX^S 

V-50200 

BNP Pat9M... 

•631.19 

-417.843,60 

Check 

2n/S003 

LOAN 

PDCEOTEftKA... 

M.ATLANnC-5 

V-5CI200 

BNP Parka... 

-633.87 

-418,477.47 

Check 

2/10/2003 

LOAN 

FIXEOTEFMA... 

MATLANT1C-S 

V-«»00 

BNP Parka... 

-1,869-53 

-420.347.00 

Check 

2/12/2003 

LOAN 

FlXKITefWA... 

M.ATLANT1C-5 

V-50200 

BNP Pariba... 

-1,267.75 

-421.614,75 

Check 

2/14^2003 

LOAN 

FIXED TEIWA_. 

IAATUNT105 

V-S0200 

BNP Pariba... 

-1J262.40 

■422377,15 

Check 

2/ta/2D(» 

LOAfi 

n)^OTEFMA... 

MATUNTIC^ 

V^0200 

BNP Pariba... 

-2,535.59 

•4»1,412,66 

Check 

2/19/2003 

LOAN 

FIXED TERM A... 

lAATUNDC-S 

V'S0200 

BNP Parka... 

-663.29 

-426.075.94 

Check 

2/20/200) 

LOAN 

FDSOTERMA... 

MJkTUNnC>6 

V.50200 

BNP Parka... 

•63665 

-426.71Z49 

Check 

2ffi1/2003 

LOAN 

nXEDTERMA... 

lAATUNTIC-S 

V-50200 

^P Pai^... 

-495.83 

-427,208.^ 

Check 

3/31/2003 

NT 

NTERESTCHA... 

M>TUNT)C-8 

V-50200 

BNP Parka... 

•1J202.68 

•428,411.00 

General Joimut 

3/31/2003 

Je-C03>10 

Reverse /kcerual 

M.Aileniic-5 

v-soaoo 

-SPUT- 

270.000.00 

-158,411.00 

Genera) Joum^ 

Total interest 

3/31/2003 

NT 

BNP 

MJSTUNnC-5 

V-50200 

FowanJ Co... 

•30.31 

-158,441.31 

■168.441,31 

-168,441.31 

kiepection 

Check . 

2/5/2003 

NSP 

SAYBOLT 

M.ATUNriC-5 

V-50200 

BNP Pariba... 

-2,427.73 

-2,427.73 

Check 

2/20^2003 

NSP 

ITS CALEB BRE... 

M.ATUNTIC-5 

V-S0200 

BNP Parib8.„ 

-7.963.55 

-10.391.28 

Check 

3/26^2003 

NSP 

OIL WSPECnO... 

MJkTLANTIC-S 

V-S0200 

BNP Pariba... 

-14,488.42 

'24.879,70 

Genertd Journal 

3i31/2003 

Je^a)3-10 

Reverse Accrual 

M.Attan»e-S 

V-S0200 

Interest 

•13,800,00 

■38,679.70 

Chedc 

4/11^003 

NSP 

OIL MS USA UC 

M.ATUNTIC-5 

V-50200 

BNP Pariba... 

-17,987.00 

-56.666.70 

Chetk 

4/11/2003 

NSP 

OIL IMS USA UC 

MjtTLANTIC-5... 

V-S0200 

BNP Partba_. 

90.50 

-56.576.20 

Gerwr^ Jajrrtai 

T<^ bispection 

4/3012003 

Je<X>4-18 

Reverse Accottf 

MAtletiSe-S 

V-60200 

-SPLIT- 

13,800.00 

•42,776.20 

•42,776.20 

-42,776.20 

Insurance 

Oencntf Journal 

12/31/2002 

Je<l12-1S 

Accrual 

M.A8anllc-5 

V-50200 

Cargos in tr... 

•46,000.00 

•46.000.00 

Oieck 

2^11^003 

NS 

CRAIG FERGUS... 

MATLANT1C-S 

V-S0200 

BNP Pariba... 

•31,999.46 

-77,899.46 

ChKk 

a/26/2003 

INS 

CRAIG F&)GUS... 

M.ATlANTiC-S 

V-50200 

BNP Pariba... 

•5.426.78 

•83,325.24 

GwecalJoum^ 

3/31/2003 

Je-C03-10 

Reverse Accrual 

M. Atlarrtic-« 

V-50200 

intafast 

32.500.00 

-50,825.24 

Oeiwal Journal 

Total Insurant 

UCCttargea 

4/30/2003 

Ja-C04-18 

Reverse Accrual 

M.A8an6c-S 

V-50200 

Inspection 

13.500.00 

-37,325.24 

-37,325.24 

-37,325.24 

^nertri Journal 

11/30/2002 

JE-L11/01 


MATUNTIOS... 

V-5CI200 

-SPLIT- 

•ism^ 

-15,384.75 

Gerwr^ Joumid 

11/302002 

J6-L11/0t 


M>TUNTK>6.. 

V-S0200 

L/C Charges 

•44,474.78 

•59,859.53 

General Journal 

1/9/2003 

PURCH 

UNI1C0 NATIONS 

MJkTUNTlOS... 

V-50200 

Foward Co... 

•19.944.65 

'79,804.18 

General Jounat 

1/9/2003 

PORCH 

UNrTEO NATIONS 

MATUNTlC-5... 

V-50200 

Fevartl Co... 

•65,842.80 

•136,446.78 

General Joumta 
Total UC Charges 
FraIgM 

3/31/2003 

Je'COS-IO 

Reverse Accrual 

M.Atianhc-S 

V-50200 

Irrteres) 

59,859.53 

-75.587.25 

•76,587.25 

-75,587.25 

Check 

11/222002 

raOHT 

MARNE ATIAN... 

M>TUNTK>$... 

V-S0200 

BNP Pariba... 

■643.500.00 

-643,500.00 

Check 

12^/2002 

FRGHT 

MARNE ATtAN... 

M>TUNTiC-6... 

V-50200 

BNP Parka... 

•1,380,621.75 

•2,024,021.75 

Check 

12/17/2002 

FRQHT 

THEKANOOG... 

MJVTLANTlC-6... 

V-S0200 

BNP Pariba... 

-47.6(».00 

-2,071.621.76 

Chedt 

12/24/2002 

FRGHT 

MARNE ATLAN... 

MATLANTIC-5... 

V-50200 

BNP Pariba... 

-643,500.00 

-2,716,021.75 

Check 

12^4/2002 

FRGHT 

MARNE ATUN... 

M>TLArmC-5... 

V-60200 

BNP Pariba... 

•183.S00.00 

-2.878.521.75 

General JtHimal 

12/31/2002 

je-cia-ts 

Accrual 

M.Attanlle-S 

V-50200 

Cargos In tr... 

■1,781.728.85 

-4,660,260.40 

Check 

1/6/2003 

FRGHT 

FAL ENERGY C... 

M>TUNTlC-5... 

V-602CI0 

BNP Pariba... 

•1.186,512.03 

-5,846,762.43 

Check 

2/5/2003 

FRGHT 

MARNE ATUN... 

MJMUNTlC-6... 

V-60200 

BNP Pariba... 

•562.436.87 

-6.409,199.30 

Check 

2/S/20Q3 

FRGHT 

MARNE ATUN... 

MATLANTK>6... 

V-50200 

BNP Pariba... 

594.006.75 

-5,815,192.65 

Check 

20/2003 

FRaiT 

MARNE ATLAN... 

M.ATUNTIC-6... 

V-60200 

BNP Pariba... 

-263,900.00 

-«.079.(»2.55 

Check 

2/202003 

FRGHT 

MARNE ATUN... 

MJtTUNTK>6... 

V-50200 

BNP Pariba... 

-349,366.50 

-6.428,479.05 

Check 

3/26/2003 

FRGHT 

THEKANOOa.. 

M.ATUNTIC-5 

V-50200 

BNP Pariba... 

-2.012.04 

•6,430.491.09 

Check 

3/26/XX33 

FRQHT 

THE KANOO GL. 

MJlTUANnC-6 

V-S0200 

BNP Pariba... 

214.^ 

-6,430,276.41 

Check 

3/26/2003 

FRGHT 

THE KANOO a.. 

MJkTLANTIC-5 

V-50200 

BNP Pariba... 

-84S.88 

-6,431,122,29 

General Journal 

3/31/20^ 

Je-COS-IO 

Reverse Accrual 

M. AnanSc-5 

V-5G^ 

Interest 

1,781.728.65 

-4,649,^.64 

Check 

Total Ffei^ 

&2Q/20CG 

FRGHT 

OBC SHIPPING ._ 

MJtTUMTlC-5 

V-50200 

BNP Pariba... 

-4,014.50 

•4,^.4(%.14 

-4.653,406.14 

-4.K3,406.14 


Pages 
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Bayoil Supply & Trading, Ltd. 


Transaction Detail By AccounI 


January 1995 ttirough December 2003 


Typ* EM* Num 

Flnanes Charge* 

Che<A umnooz frght 

Check 11/2M002 FR^fT 

GeneraiJounai 11/30^2002 JE-L11/01 

Check 12/5/2002 FR6HT 

Chock 12/12/2002 WT 

Check 12/17/2002 FRQHT 

Check 12/17/2002 

Check 12/24/2002 FRGKT 

Check 12/30/2002 5C 

Genera Journal 12^1/2002 Je-C12-1S 

a«ck -imzxxi BC 

a»ek 1/6/2003 FRQHT 

1/7/2003 BC 

Oenerai Journal 1/3/2003 PURCH 

General Joum^ 1/9/2003 PURCH 

Oerwai Journal M^nsm PURCH 

Genera Journo 1/9^}03 PURCH 

Chec^ 1/14/2003 BC 

Check l/15«003 BC 

Check 1/21/2003 BC 

Check 1/22/2003 BC 

Check 1/22/2003 BC 

Cheek 1/22/20C» SC 

csieck vsnsxa fr^it 

Check 2/S/2003 MSP 

C^iaek 2/5/2003 

Owck 2/13/2003 RN 

Cheek 2/20/2003 INSP 

Check 2/26/2003 FRGHT 

Cheek 3/6/2003 BC 

Check ZK/TUXa BC 

Genera Jownal 3/31/2003 Je-CO3-10 

Cheek 4/1/2003 IgN 

Check 4/11/2003 MSP 

Check 6/26/2003 FIN 

CJwck 606/2003 FM 

Check 6/26/2003 FIN 

Check 6/260003 FM 

6060003 FfN 

Check 6060003 FIN 

C»>eck 7030003 UGKT 

Total Fbunce C^rges 
UgMering Chergea 

Oenaral Journal 12/31/2002 J*-C12-1S 

QtnaralJoumal 12010002 Je-Gl2-lS 

Check 7/23/2003 LOKT 

Check 7/230003 IGHT 

General Jownal 7/31/2003 Ja-C07-13 

Tol^ Lightering Charge* 

Total Co^ o( Sates 
Bar* Service ^rgee 
General Journal 1/S0003 PURCH 

Oenerai Journal 1/90003 PURCH 

Check 1070003 BC 

Totad Bark Service Charges 
Conunlaslona 

OenerslJoumal 12/31/2002 Je-C12-1S 

General Jour?^ 1/230003 

General Journal 1/230003 

General Journal 3/31/2003 Je-C03-10 

Total Camnrls^ons 
inventory Gatn/toe* 

QenemlJoianal 1201/2002 Je-Cl2-15 

General Joisn^ 3/31/2003 Je-C03-10 

Total Invar^Ky QairVLoss 


Name Memo Ciaa* 


MARINE ATLAN... M.ATLANTX>6 V-50200 

FULBROOKTR.. MJMIANIIC-S V.502CI0 

ULATLANTIGS V-50200 

MARINE ATIAN... MATLANTiC^ V-60200 

Fl^ROOKTR... fclATlANTTC-5 V-50200 

THE KANOO G.„ MJMlAhniC« V-60a)0 

IWEX-CMLCO MAUANW>5 V.50200 

MARINE ATIAN... M.ATLAN'nC-5 V-50200 

BANK CHARGES M.AnA/mC-S V-50200 

Accrual M. Attanttc-S V-50200 

BANK 01ARGES M-AUANHC-S V-50200 

FAL ^ERGY C... MAUANTIC-S V-50200 

BANK CHARGES lAATLANTIC-S V-S0200 

UNTTED NATIONS MATIANTX>5... V-S0200 

UNrrEO NATIONS lAATLANTIC^... V-50200 

UrOTEDNATKMS MATLANTiC-5... V-S0200 

UNITED NATIONS MATUWnC-S... V-S0200 

BANKOIARGES MATLANTK-S V-50200 

BANK CHARGES MATLANTlC-5 V-50200 

BANK CHARGES MATUUmC-S V-50200 

BANK CHARGES MATlANTiC-5 V-50200 

BANK OIARGES MATIANTIC-S V-50200 

BANK CHARGES MATLANTTC-S V-S0200 

MARINE ATIAN... MATLANTIC-S V-50200 

SAYBOLT MATLANnC-S V-S02CIO 

HEIOMAR UGH... MATUU4TIC-5 V-50200 

MARME ATIAN... MATlANTlC-5 V-50200 

(TSCALEBBRE. MATLANT)C-5 V-50200 

MARME ATIAN... MATIANTIC^ V-50200 

BANK CHARGES MATLANTiC-S V^0200 

BANK CHARGES MATLM4TIC-S V-50200 

Reverse Accrual M-AUanbc-S V-50200 

AMERICAN EA... MATLAMTlC-5 V'5020O 

OK.MSUSALLC MATLANTI05 V-50200 

BNP MATLANTICS V-50200 

BNP MATlANTIC-e V-50200 

BNP MAT1ANT1C-6 V-S0200 

BNP MATLANTIC-5 V-S0200 

BNP MATlANTiC'5 V-S0200 

BNP MATUN1TC-6 V-50200 

HEIDMAR UGH... MATLANTIC-S V-50C00 


Accrual M. Alian6c-5 V-50200 

Accrual M.AIlar«c-5 V-50200 

HEIOMAR LIGH... MATlANTiC-5 V-50200 

HEIOMAR UGM... MATLANTIC-5 V-60200 

Reverse Accrue M.Atler«c-5 V-50200 


UNITED NATIONS M.ATIANTIOS... V-60200 
UNITED NATIONS M/kRMEATLA... V-S0200 
BANK CHARGES MATLA»TnC-5 V-S0200 


Accrual M. Aflantic-s V-60200 

MARINE ATIA... V-50200 

MARINE ATU... V-50200 

Reversa Accrual M. Atlexitic-5 V-50200 


Accrual M. Attantie-S V-50200 

Reverse Accrual M.Ailantic-5 V-5CC00 


Amount 


Balence 


BNP Pariba... 

-23.64 

•23.64 

BNP Park38... 

•23.^ 

-46.92 

LC Charges 

■56-38 

•133.30 

BNP Pariba... 

•23.52 

-156.82 

BNP Pariba... 

-23.80 

-180.62 

BNP Pariba... 

-24.26 

•204.88 

BNP Pariba... 

•24.24 

-229.12 

BNP Pariba... 

-24.41 

•253.53 

BNP Pariba... 

■S6.S7 

■310.10 

Ce^cskrtr... 

•50.000.00 

-50.310.10 

BNP Pariba... 

-34.95 

^,345.05 

BNP Pariba... 

-24.93 

-50,369.98 

BNP Pariba... 

-131.41 

•50,501.39 

Fbwatxi Co... 

-12,764.58 

■63.265.97 

FoMtd Co... 

-268.10 

-63.534.07 

Fovrard Co... 

-35.611.26 

-99.145.33 

FoiMrd Co— 

•268.10 

^.413.43 

BNP Parita... 

•62.10 

•99.475.53 

BNP Parft>a... 

^.00 

-100,060.53 

BNPPariba... 

-585.00 

-100.645.53 

BNP Parta... 

•5^.00 

•101,230.53 

BNP Parta... 

•685.00 

-101,816.53 

BNP Pariba... 

•585.00 

-t(a.400.63 

BNP Pariba... 

-25.80 

•102.426.33 

BNP Pariba... 

-40.80 

•tOZ467.i3 

BNP Pariba... 

-40.W 

•102.507.93 

BNP Pai2a... 

-136.;^ 

•102.644.71 

BNP Partoa... 

-40.37 

-1<».88S.08 

BNP Pariba... 

-25.57 

•102,710.65 

BNP Par»a... 

-135.69 

•102.846.34 

BNPPaifta... 

■11.07 

•102,857.41 

Interest 

50,000.00 

-52,857.41 

BNP Pariba... 

-25.63 

•52.883.04 

BNP Pariba... 

•40.42 

■^923.46 

BNP Par»a... 

-55.00 

^986.46 

BNP Pariba... 

•55.t» 

^CS3.46 

BNP Pariba... 

-65.00 

^,118.46 

BNP Pariba... 

-65.00 

-53,183.46 

BNP Pariba... 

•65.00 

-53,248.46 

BNP Pariba... 

-65.00 

^.313.46 

BNP Pariba... 

•40.66 

-53.354.02 


•53,35402 

-53.364.02 

Cargos In tr... 

-634,401.78 

-534.401.78 

Cargos In tr... 

72.603.78 

•661,896.00 

BNP Pariba... 

•4.282.86 

•566,180.96 

BNP Pariba... 

-22.970.35 

•589,151.31 

Eatimaled C... 

•72.503.78 

561.665.09 


-661.655.09 

•66t.6SS.09 


•64,640,997.09 

•64.640,997.09 

Fowsrd Co... 

-315.99 

•315.99 

FowartlCo... 

-31S.99 

•631.98 

BNP Pariba... 

-585.00 

•1.216.98 


•1,216.98 

•1,216.98 

Cargoa in If... 

-29.174.00 

-29,174-00 

Hedge Gain- 

-25,150.00 

-54,324.00 

Hedge Gain... 

-4.024,00 

-58.346.00 

inlerest 

29.174.00 

-29,174.00 


-29,174,00 

■M. 174.00 

Cargos in tr... 

3,950.873.14 

3,950.873.14 

Interest 

-3.960.873.14 

0,00 


0.00 

0.00 
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Bayofi Supply & Trading, Ltd. 
Transaction Detail By Account 
Janu« 7 1995 through Dee^ber 2003 


7Vp» 0«i* Num 


OeneralJounal 12/31^2 Je-C12-iS 

Qemn^ Journal 1^3/2003 
QsnemlJownal 1/23/2003 
QerwmtJouTK^ 3/31/2003 Je-O>3>10 

Total Ksdga n /(U»3) 


NWR* 

Memo 

ClM« 

SpHt 

AmoufiA 

Balance 

Aecru^ 


V«)200 

Caigos in tr... 

-3.4%.100.00 

-3.496.100.00 


MAR»4€AnA.„ 

V«)200 

.SKrr- 

•2.4TO.150.00 

-5.966.260.00 


MARINEA7LA... 

V.50200 

HedgeGain... 

-1.025.960.00 

-6.992,200.00 

RavarsaAceniai 

M.AlSantlc.5 

V.5^00 

interest 

3.496,100,00 

-3.496.100.00 


-3.496.100.00 

-3.496.100.00 

463^60 

463,228.60 


Page 4 
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S:31AM 

Dinvo* 


Bayoil Supply & Trading, Ltd. 

Transaction Detail By Account 

January 1995 through Decomber 2003 


V' o 


Typ* 

Date 

Num 

Name 

Memo 

aaea 

Split 

Amount 

Balance 

(lr««iSaki* 









Salts -Oil Produeta 








D^osH 

2/18/K>03 

REV 

LYONDELL 

OORSET-2 

V-50202 

BNP Pa^... 

16,430.900.16 

16,430,900.16 

0^)05i( 

2/18/2003 

REV 

KOCH PETROL- 

OOBSET.2 

V'S0202 

BNPPaiiba... 

16.716,455.15 

33.147.355.31 


2/18/2003 

REV 

Valero Energy F... 

DORSET-2 

V-S0202 

BNP Parkja... 

17,464.076.09 

50,611.431.40 

ToUri Salas - 0^ Products 






60,611,431.40 

50,611,431.40 

Tol^ Gross Salas 







50,611,431.40 

50,611,431.40 

Coat^Sirtat 









Brokar Comm 









Chadt 

1/1S«003 

COM 

LONE STAR R... 

OOflSET-2 

V'50202 

BNPPariba... 

-6,187.60 

-6.187.50 

Cha<^ 

1/15/2003 

COM 

LONE STAR R... 

DORSeT-2 

V-S0202 

BNP Pariba... 

-S.9e9.»} 

-12.177.00 

Check 

1/16G003 

CCW4 

LONE ST/U^ R-. 

OORSET-2 

V-60202 

BNPPaiiba... 

-700.00 

-12,877.00 

Check 

3/27/2003 

1S24 

Ur^ Crude Reso... 

Doiset-2 

V-60202 

Cash-Well... 

•560.00 

-13,437.00 

Check 

4/23/2003 

COMM 

tONESTARR- 

OORSET-2 

V-50202 

Cash -CM... 

■6.187.50 

-19,624.50 

Total Broker Comm 






-19,624.50 

-19.624.50 

Secondary Chga. 









Q«tenri Jounai 

12/31/2002 

Je-C1M4 

Aecrual 

Oorsel-2 

V-60202 

Crude Pure... 

-2.506.910.60 

•2.508.910.«) 

General Joum^ 

12/31/2002 

Je-Ct2-14 

Acer\ial 

Oorse(-2 

V-60202 

Crude Pwc... 

3,385,699.60 

678,789.00 

Ganertf Joumirt 

3/31/2003 

Je-COS-ll 

Reverse Accmal 

OOR^-2 

V-S0202 

Estimated C... 

2,506.910.60 

3.%S.699.60 

General Journal 

3/31/2003 

Ja<X^11 

Reverse Accrual 

OORSET-2 

V-50202 

EsSmated C... 

-3.3^.6^.G3 

0.00 

Totti Secondary ChQS. 






0.00 

0.00 

Exchange srinifoaa 








Cheek 

me/soea 

PUflCH 

UNITED NATIONS 

OORSET-2 

V-60202 

BNP Part»... 

-15,299.63 

-15,299.83 

Total Exchange gakVIoss 






-16.2».83 

-15,299.83 

Crude Purcheaea 









General JouRU^ 

12/31/2002 

Je-C1M4 

Aarual 

Dorset'2 

V-S0202 

-SPUT- 

•40.517,341.24 

•40,517,341.24 

General Journal 

^2/Z^/SOOZ 

Je-C12-14 

Accrual 

Doise(-2 

V-50202 

Crude Purc... 

40,517,341.24 

0.00 

Check 

1/10/2003 

PUflCH 

IN^-OILCO 

OORSET-2 

V-602Q2 

BNPPai«>e... 

-62,263.56 

•^,263.56 

Check 

1/142003 

PURCH 

FULBROOKTR.. 

DORSET-2 

V-602C2 

BNPPattia... 

-36,000.00 

-98,263.56 

Check 

1/16/2003 

PURCH 

UNfTED NATIONS 

OORSET-2/AL.. 

V-fi0202 

BNP Parte.. 

-14,844,000.00 

-14,942,263.56 

Check 

1/16/2003 

PUfiCH 

UNITEO NATIONS 

OORSET-2M.. 

V-50202 

BNP Pate- 

-25.673.341.24 

-40,615,604.80 

General Journal 

3/31/2003 

Je-C03-11 

Reverse Accrual 

OORSET-2 

V-502Q2 

Eatrmeiad C... 

40,5ir>«1J?4 

•98.263.56 

General Journal 

3/31/2003 

J»-C03-11 

Reverse Accroel 

DORSET-2 

V-50202 

Estimated C... 

-40.617.341.24 

-40,615.604.80 

To^ Crude Purthasee 






•40.615.60480 

•40.615.804.80 

Maraet 









Garwral Journal 

12/31/2002 

JE4.t2/9 

UEB 

OORSET-2 

V-50202 

inlerest 

-848.70 

■848.70 

Check 

1/&2003 

loan 

FIXED TERM A.- 

OORSET-2 

V-S0202 

BNPPartw... 

•1.131.7S 

-1.980.4S 

C»«Ck 

V16/2003 

LOAN 

PDCEOTERMA- 

DORSET-2 

V-S0202 

BNP Pate... 

^5.01 

•2.52S.46 

Cheek 

1/23/2003 

LOAN 

FDCOTERMA... 

OC»SET.2 

V-50202 

BNP Pate... 

•613SB 

-3.039.04 

Cheek 

1/24/2003 

LOAN 

FDEEDTERMA... 

DOR$ET-2 

V-60202 

BNP Pate.. 

•268.42 

-3,307.46 

Check 

1/27/2003 

LOAN 

FDCEOTERMA... 

DORSET-2 

V-5CI202 

BNP Parte... 

•787,97 

•4,096.43 

Cheek 

t/28/2003 

LOAN 

FIXEOTERMA... 

OORSET-2 

V-5Q202 

BNP Pate. . 

•266.12 

-4,361.56 

Check 

1/29/2003 

LOAN 

FIXED TERM A.- 

DORSET-2 

V-50202 

BNP Pate... 

-288.42 

-4,629.97 

Chick 

1/3(V2003 

LOAN 

nXEOTEFWA... 

OORSEr-2 

V'S0202 

BNP Pate.. 

-264.78 

■4.894.7S 

General Journal 

1/31/2003 

J6-Ct/1 

UEB 

OORSET-2 

V-50202 

Accounts P... 

848.70 

•4.046.Ce 

Check 

1/31/2003 

LOAN 

FIXED TERM A... 

OOBSET-2 

V-502Q2 

BNP Pariba... 

-268.23 

-4,314.28 

Oieck 

2/3/2003 

LOAN 

FIXED TERM A... 

OOR^-2 

V-S02Q2 

BNP Pariba... 

•811.66 

-6.125.83 

Check 

2lAm03 

LOAN 

FIXED TERM A... 

OORSET-2 

V-50202 

BNP Pate.. 

•270.52 

-5,396.35 

Check 

2/S/20Ca 

LOAN 

FIXED TERM A... 

OORSET.2 

V-502(S 

BNP Pariba... 

-267.06 

-5,683.43 

Check 

2«/2003 

LOAN 

FIXEOTERM A... 

OORSET-2 

V-50202 

BNP Pariba... 

•270.52 

•5.933.95 

Check 

2/7/2003 

LOAN 

FIXEOTERMA... 

OORSET-2 

V-50202 

BNP Pariba... 

-271.66 

-8.2(».61 

Cherk 

2/10/2003 

LOAN 

FIXEO TERM A... 

DORSET-2 

V-60202 

8I«> Pate- 

-801.23 

•7,006.84 

Check 

2/10/2003 

LOAN 

FIXED TERM A... 

OORSeT-2 

V-50202 

BNPPate... 

-68,326.26 

•75.333.09 

Check 

2/12/2003 

LO/W 

flXEO TERM A... 

DOBSET-2 

V-60202 

BNP Pate.. 

•543.33 

-75.876.42 

Check 

2/14/2003 

LOM4 

FIXEDTERM A... 

DORSET-2 

V-50202 

BNP Pate... 

-641.04 

-76,417.46 

CherA 

2/18/2003 

LOM4 

FIXEOTERMA... 

OORSET-2 

V-60202 

BNP Pate... 

•287.69 

-76.705.15 

Check 

2/18/2003 

LOMI 

FOCEO lEm A... 

DORSET-2 

V-5CI202 

BNP Parte... 

-1,086.65 

-77.791-80 

Check 

2/ia/2DCG 

LOAN 

FDCDTERM A... 

DORSET-2 

V-60202 

BNP Parte... 

-22,180.01 

-99,971.81 

Check 

2/18/2003 

LOAN 

FIXEOTEHMA- 

DORSET-2 

V-B0202 

BNP Pate... 

-^.27 

-100.256.08 

Check 

2^(V2003 

LOAN 

FiXEOTERMA- 

OORSeT2 

V-50202 

BNP Parte... 

-272.81 

•100.528,89 

T^ interest 







•100,528.89 

-100,528.89 

tnepeedon 
Generti Journal 

3/31/2003 

Je-C(»-11 

Reverse Accrual 

DOR^-2 

V-50202 

Estimeted C... 

-55,584.32 

-55,584.32 

GenenU Journal 

4^302003 

Je-OJA-i? 

Accrual 

Oorset-2 

V-50202 

Estimated C... 

-9.200,00 

-64.784.32 

General Jormtai 

7/31/2003 

Je<»7'12 

Reverse Accniat 

DoraeV2 

V-50202 

EsOrruUecI C... 

24,525.30 

-40.259.02 

Tolal Inspection 







-40,259.02 

-40.^9.02 


P*gftl 
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9;3i AM Bayoli Supply & Trading, Ltd. 

CT/tam Transaction Detail By Account 

AceniAt bmm January 19% thr^gh Deeambo’ 2003 


fyp* 

Date 

Hum 

Name 

Memo 

aau 

Split 

Amount 

Batance 

fawwanc* 









Check 

2/11^003 

INS 

CRAIG FERGUS... 

OORSET-2 

V-602M 

BNP Patiba... 

-26.564.57 

-5«.564,57 

Check 

Tot^ ktsurance 

4/28^003 


CRAIG FERGUS... 

OORSET-2 

V-50202 

BNP Pat^... 

-3,938.41 

•30.50Z98 

•30,502.98 

•*}.502.98 


General Journal 

1201/2002 

je-i.ia«07 

BNP 

DOf5el-2/nnpexol 

V-502CS 

-SPLIT. 

-25.302.68 

-^.302.^ 

Gmeny Jourrud 

1^31/2002 

.«4.12«>7 

BNP 

dorset-a/AKa-eco 

V-502Ce 

L/C Charges 

-15^06.53 

■40, ^.21 

Chec^ 

1/16«»3 

PURC« 

UNFf^O NATIONS 

OORSeT-2/AL- 

V-S0202 

WlPPartia... 

-2, 7*3.99 

■43,240.19 

Check 

Total Charges 

1/16^003 

PURCH 

CMITEONATKMS 

DC«SET-2nM... 

V-5Q202 

BNP Parkia... 

-5.^2, 00 

-49.002.19 

-49.002.19 

•49,002.19 


Owck 

12/162002 

FR6HT 

KETTON MARIT ... 

OORSET-2/ tS... 

V-6Ci20e 

BNP Pariba... 

•834.665.62 

•634.B86.62 

CSwck 

1/10/2003 

FRGHT 

KETTC^J MARIT... 

DOfiSET-2/2N... 

V-50202 

BNP Parha... 

-460.017.64 

-1,294,903.26 

Chedi 

1/1CV2003 

FRGHT 

FAL ENERGY C... 

OORSET-2/BU... 

V-602Ce 

BNPPart>a... 

-4,563.00 

-1.299,466.26 

Chedc 

1/21/2003 

FB<^ 

FAL ENERGY C-. 

DORSET-2 

V-SQ202 

BNP Pariba... 

-54,990.00 

-1,354,456.26 

0¥Kk 

1/21/2003 

FRGHT 

FAL ENERGY C... 

OORSET-2 

V.&0202 

BNP Paitta... 

-600,018.00 

-1.954,474.26 

Check 

2/11/2003 

FRGHT 

KETTON MARfT... 

OOR^-2/3R... 

V-S0202 

BNP Patiba... 

-476,437.50 

•2,430.911.76 

Cheek 

2/11/2003 

FRGHT 

KETTOI MARfT.„ 

OOR^-2/ROB 

V-502Ci2 

BNPPart>a... 

90,750.00 

•2.340.161,76 

Check 

2/11/2003 

FRGHT 

KETTON MARfT.„ 

OORSET-2/DPA 

V-S02CC 

BNP Partra... 

-5.976.90 

-2,346,138.66 

Check 

2/12/2003 


OaCSHIPPINQ,.. 

00«SET-2ff‘E.- 

V-S0202 

BNP Paiha... 

-3.900.00 

-2,349.3^.66 

Check 

3/10/2003 

Ff=lOHT 

KRiSTENSONS ... 

OORSET-2 

v-soaoa 

BNP Part»... 

-54,850.00 

-2,404,^.66 

Oteck 

3/26/2003 

TOGHT 

THEKANOOQ... 

0C«^-2 

v-50202 

BNP Pariba... 

-538.18 

-2,405.326.84 

Check 

3i27/2003 

FRGHT 

PENNISUU PE... 

DORSBT-2«U... 

V-60202 

BNP Pariba... 

-538,33^.00 

-2,943.701-84 

C2ieck 

3/27/2003 

FRGHT 

PENNISIXA PE... 

OORSET-2/BU... 

V-S0202 

BNP Pat«»... 

-63.548.55 

-3,007,250.39 

GerwralJoumti 

3/31/2003 

Je-G03-t1 

Reverse Accrud 

OORSEr-2 

V-S0202 

EsUmaled C... 

762,487.00 

•2,244,763.39 

Check 

4/16/2003 

FRGHT 

KETTON MAFIIT.- 

OORSET-am/... 

V-502C£ 

Cash - CAI ... 

5.019.30 

-2^39,744.09 

Check 

5/20/2003 

H1QHT 

BARWIL AGEN- 

OORSET2 

V-60202 

BNPPatibe... 

'2,464.00 

-2,242.208^9 

Check 

6/11/2003 

RIGHT 

CfiC SHIPPING ... 

DORSET-2 

V-S0202 

BNP ParUa... 

^.00 

-2,241 ,658.09 

Check 

9/16/2003 

RIGHT 

SGSCSI 

DORSET-2 

V-50202 

BNP Pariba... 

-472.00 

-2242.130.09 

Check 

T«at 

9/16/2003 

FRGHT 

SGSCSt 

OORSET-2 

V-50202 

BNP Partn... 

-472.00 

-2,242.602.09 

-2242.602,09 

-2,242.602.09 

FIrmc* Ch«gee 

Check 

12/16^)02 

FRGHT 

KETTON MARfT... 

OOftSET-2 

v-5caoa 

BNP Parkia... 

-23.97 

-23.97 

Check 

12/17/2002 

BC 

BANK CHARGES 

OORSET-2 

V-502Q2 

BNP Patiba... 

-176.64 

•200.61 

Check 

12/17/KI02 

BC 

BANK CHARGES 

0Ctf1SEr-2 

V-S0202 

BNPPariM... 

-176.54 

-377.25 

General Journal 

12/31/2002 

J6-1.12/07 

BNP 

Oorset-a/Wnpem* 

V-S0202 

L/C Charges 

■64.11 

•461.36 

General Jourruri 

12^1/2002 

JE4,12/07 

BNP 

Ooraet-a/Alla-eco 

V-50202 

L/C Charges 

-84.11 

-546.47 

Check 

1/10/2003 

PURCH 

MPEX-OILCO 

OC»SET-a 

V-50202 

BNP Parfea... 

-24.95 

-S70-42 

Check 

1/10/2003 

FRGHT 

KETTON MARIT... 

OORSeT.2 

V-50202 

BNP Pariba... 

•24.95 

-595.37 

Check 

1/10/2003 

FRGHT 

FAL ENERGY C... 

DOftSET.2 

V-60202 

BNP Par«a... 

-24.95 

•620.32 

Check 

1/14/2003 

PURCH 

FULBROOK TR.. 

OORSET-2 

V-50202 

BNP Pariia... 

-25,07 

-645.39 

Check 

1/16/2003 

COM 

LONE STAR R. .. 

DORSET-2 

V-50202 

BNP Pariba... 

-38.91 

■685.30 

Check 

1/16/2003 

PURCH 

UNITED NATIONS 

OOR^-2/AL.. 

V-50202 

BNP Pariba... 

•11.879.68 

-12.564.98 

Cheek 

1/16/2003 

PURCH 

UNITED NATIONS 

OCMSET-im.. 

V-60202 

BNP Parl»a... 

-20,548.42 

•33,111.40 

Chei^ 

1/17/2003 

ec 

BAhttC CHARGES 

OORSET-2 

V-502Q2 

BNP Pariba... 

■62.68 

-33,174.08 

Check 

1/21/2003 

BC 

BANK CHARGES 

DORSET-2 

V-50202 

BNP Parftia... 

■3524 

•33,209.32 

Cheek 

1/21/2003 

FRGHT 

FAL ENERGY C... 

OORSET-2 

V-50202 

BNP Pariba... 

•25.29 

-33.234.61 

Check 

2/11/2003 

FRGHT 

KETTON MARIT... 

DORSET-2 

V-60202 

BNP Pariba... 

•25.30 

•33.289.91 

Check 

2/12/2003 

INSP 

OBC SHIPPING ... 

OOFtSET-2 

V-S0202 

BNP Pariba... 

•40.42 

-33,300.33 

Check 

2/1412003 

FH 

KOCH PETFKX... 

DORSEr.2 

V-50202 

BNP Pariba... 

-585.00 

•33,885.33 

Check 

2/14/2003 

FH 

LYONDELL 

OORSET-2 

V-60202 

BNP Pariba... 

-585.00 

-34.470.33 

Check 

2/17/20(a 

FW 

Valero EnergyF... 

DORSET-2 

V-50202 

BNP Pariba... 

-686.00 

-35,055.33 

Chedr 

3/6/2003 

BC 

BANK CHARGES 

DORSET-a 

V-S0202 

BNP Pariba... 

-11.07 

■35,066.40 

Check 

3/6/2003 

BC 

BANK CHARGES 

DORSET-2 

V-50202 

BNP Pariba... 

-11.07 

-35,077.47 

(heck 

3/102003 

FRGHT 

KRISTENSONS ... 

DORSET-2 

V-60202 

BNP Pariba... 

■41.02 

-35,1 18A9 

Check 

3/26/2003 

LGHT 

HECMAft UQH... 

OORSET-2 

V-60202 

BNP Pariba... 

•40.02 

-K.158.51 

(hedc 

3i27/2003 

FRGHT 

PENNISULA PE... 

DOR^-2 

V-60202 

BNP Parlba... 

-75.48 

-;»,233.99 

Check 

3/27/2003 

LGHT 

AMERICAN EA... 

DORSET-2 

V-e0202 

BNP ParSta... 

-25.11 

-35,259.10 

Check 

7/2/2003 

FIN 

BNP 

OORSET-2 

V-60202 

BNP Pariba... 

-60.00 

-35,319.10 

Check 7/2/2003 

ToUk Rnance Charges 

FIN 

BNP 

DORSET-2 

V-50202 

BNP Pariba... 

-60.00 

•35,379.10 

-35,379.10 

•35.379.10 

U^tedng Chergea 

Check 3^6/2003 

LGHT 

HEIDMAR LIGH..- 

DORSET-2 

V-50202 

BNP Pariba... 

-165.343.78 

-1K.343,78 

Che^ 

3/27/«>03 

U<^ 

AMERICAN EA... 

DORSeT-2/GE... 

V-50202 

BNP Pariba... 

-174,999.^ 

-340.343.77 

Check 

3^7^003 

LGHT 

AMERICAN EA... 

DORSET-2/EA„. 

V-502(tt 

BNP Patiba... 

•164.300.00 

•524,643.77 

Check 

7/23«003 

LGHT 

HEIDMAR UGH... 

DORSET-2 

V-60202 

BNP Pat*a... 

•183.75 

-524,827.52 

Check 

7/29«003 

LGHT 

AMERICAN EA... 

DORSET-2 

V-50202 

BNP Partra... 

-2,150.00 

-526,977.52 

Check 7/29/2003 

Total Ughtwlng Charges 

Total 0>st of Sales 

LGHT 

AMERIC/m EA... 

ocm^T-a 

V-60202 

BNP Pariba... 

-t.91S.63 

-528,893.15 

-43.677,696.55 

-528,893.15 

^28,8^.15 

-43.677.696.55 


P»g«2 
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9,31 Mi Bayoii Supply & Trading, Ltd. 

ornam Transaction Detail By Account 

A-Kn. i Btti* January 199S ttirough December 2003 


Typ« DbM 

Hum 

Neme 

Memo 

Clast 

Split 

Amount 

Balance 

Bank Serriea Chargaa 

Crwck I/IB^OOa 

Check %n&2S303 

PURCH 

PURCH 

IfflfreD NATIWS 
IWITED NATIONS 

DOflSET-2/Al... 

DOBSETSm... 

V-60202 

V-S0202 

BNP Paitoa... 

BNP Pariba... 

-311.43 

-311.43 

•311.43 

^.86 

ToM Bar4( Sendee DtarQes 






-€22.86 

-622.86 

Comtiriaalons 

Oenenri Journal 12/31/2002 

Geneial Journal 2/18^0CO 

Genentf Journal 3/31^2003 

Je-C12-14 

Je-C03-11 

Acenial 

Reverse Aceiuai 

Dorset-2 

D<^tS6T.2 

OORSET-2 

V-50202 

V-50202 

V-50202 

Crude Pure... 
Hedge Gain.., 
E^mated C... 

•16,468.22 

-16,468.22 

16,466.22 

-16.468.22 

-32.936.44 

-16.4^.22 

ToU! Commissiona 






-16.468.22 

•16.468.22 

Immtory Qito/Low 
QenemlJoufrMM 12/31^002 
General Joum^ 3/31/2003 

JO-C12.14 

Je-C03-11 

Accrual 

reverse Aecnial 

Dorset-2 

OORSET'2 

V-50202 

V-S0202 

Crude Pure... 
EsSmated C... 

6.7C», 390.26 
-6,708.390.26 

6,708.^.26 

0.00 

Totet Inventory GaWLoss 






0.00 

0.00 

Hedge Gain /(Low) 

Genera) Jownai t2/31/20(S 
General Jourrvd ^8/20(^ 
GeneralJoutrtal 3/31/2003 

Je<;i2>14 

Je-C03>11 

Accrual 

Reverse Aecnial 

Dois«l-2 

DORSET-2 

DORSET^ 

V-S0202 

y-50202 

V-S0202 

Crude Pure... 
-SPOT- 
Estimaled C... 

-5,323,228.22 

•5.306,760.00 

6,323.228.22 

•5.323,228.22 
-10, «9, 968.22 
•5.306,760.00 

Toul Hedge Gain /(Loss) 






•6,306,760.00. 

•5.306.760.00 

interest hKentf 

Deposit 2f7f7Xm 

INT 

INTEREST INC... 

DORSET 

V'50202 

491VPat1bas... 

11.302.68 

11.302.58 

ToUd interest Income 






11,302.58 

11.30238 

TOTAL 






1,621,18635 

1,621,1K35 


Pcge3 
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OWKC NO. : 


51HB. 17 2000 0i:5& CTP2 


S I ATE OIL xMARKETING ORG ANIZATION 
CRUDE OIL SALES CONTRACT 


NO. Ml 13 Ip 


Permanent Subcommittee oo investigations 

PSI Staff Rpt (RPC)-FN 154 
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riT ' : 

FROn : 50nD*BftGHDftD**»*** 

• ?!HB. 17 2000 0l:56 CTP3 

PHi>e NO. : ^<a 1 8853 525 Dec. 12 2002 12;02PM P5 

Contract between Stiite Oil Marketing Organii'.ation (SOMO) 

(bereinaaei- called SULLIiR) of the one part STAI'RENTFRI’RISli 

FOIililC.N ECONOMIC ASSOCIATION MACHINOIMI'ORT - MOSCOW 
(hcreinnftov culled BIIYKR) ol'tlte other part. 

Whereby it is agreed as follows 

SECTION ONE 

Whertivet CiencvftI Provigionc of Section Two. and 

herein incorporoted in this Conti-act, are at variance or in conflict witii this 

Section One, the provisions of Section One shall govern. 


ARTlClJi ONE 

DEKINITIONS 


As used in this Contract, unless otherwi.se provided, the following 
words and terms sliall have the following meanings 

Barrel ; 

means forty-two (42) U.S. Gallons at sixty degrees 
(60' ) 1-nbrcnheit and at normal atmospheric pressure. 

Day 

moan.s a period of twcnly-fotir (24) running iioiiis 

Commencing at 00.01 liours local time at the port 
of loading. 

j iari’c) per 

Day (li/d) 

means Uic average number of barrels of crude oil 
supplied during a calendai- day as defined above. 

'-OB. ; 

means “Free on Board” as refeired to in the ICC 

Incoterms 1990. 

Dollar ($) : 

liiiro : 

Tile currency of the United States of America, 
i'he currency of tile European Union 

Month : 

means Gregorian Calendar month commencing 
at 00.01 hours local time at the port of loading 
on finst day of the moiitli. 

Quaitcr : 

means a period of three (3) consecutive montlis 

Beginning on a l" .lonuary or a I” April or a 1” 

July or a 1 “ October. 


1 
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SHB. 17 2000 0i:57 CTP4 


ARTICLE TWO 


PERIOD t 

1 . Subject to Article Eight below, this Contract shall become effective 
on the 17^” day of December, 2002, and shall continue thereafter 
until the 2"** day of June, 2003, unless renewed by mutual 
agreement, 

2. The ultimate consumer of the crude oil sold under this Contract 
shall be EUROPE aND/OR U.S. 

3. Any change in the destination is subject to the prior approval of 

Seller. 


ARTICLE THREE 


QUANTITY AND QUALITY : 



1. SELLER undertakes to sell and deliver FOB amd BUYER 
undertakes to purchase, receive and pay for the following:* 

Type of Crude Quantity Pore of Loading 

Basrah LIGHT 350,000 BBLS ALBAKR 

2. The quality of the crude oil shall be the standard export quality 
available at the port of loading from time to time. 

3. Quantities shall represent contracted quantities or number of 
barrels per day contracted multiplied by the number of days of 
the relevant period stipulated in sub Article 2.1 

4. Quantities shall be lifted as evenly as possible over the course 
of such deli very period in lots of approximate barrels and a,s 
will be agreed between BUYER and SELLER. 

5. Quantities lifted under allowed operational vessel slippage shall 
be deemed as part of the contracted quantities of the period. 



815 


OT •; 
FRCfn : 


®«<C m. : 

PHO€ NO. : 1 8853 925 


?!HB. 1? 2000 01:57 CTP5 
Dec. 12 2EM32 12:03PM P0 


6. In case when SKIXER* for reasons technical or otherwise that 

iiiXi beyond his control. Is unable to meet his full contractual 
cominilnienis, SELLBl^ shall have tlic right to reduce the 
contracted quantities for the duration of the period when such 
circumstances shall prevail. SELIJiK shall advise BIJYBR as 
soon as possible before the beginning of any period during 
which supplies to all buyers are to be reduced. 

7. In no event shall any loading start beyond the 2'“’ oT June, 
2003, unless the Security Council has authorized sales beyond 
that dale. 



4 
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OT •; 
FROM ; 




CPfKC MD. : 

WO€ lO. : 964 i 8053 925 


5?HB. 17 2000 0i:5S CTP6 
Dec, 12 2002 12:04PM P9 


ARTICLE FOUR 


lUAKIlii 


} . 'f’hc pricc(.s) of the ciiide oil to be delivered under ibis contracl 
shall be as follows:- 



API 

POltl oi' l .OAD/NCi 

BASRAM LiGHT 

34.00 

ALBAKR 

KIRKUK 

36,00 

CnVHAN 


|*ricc Mechanis m in BURO per Bar rel bT)U 


Price slia]l be the standard SOMO price as agreed upon between 
SOMO and ihe United Nations from lime to lime. 




5 
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OP ; 
FROM : 


fm<C NO. : 

PHONE NO. : 964 1 8853 925 


51HB. 17 2000 0l;5S CTP? 
Dec. 12 2002 12:04PN P10 


ARTICLE FIVK 


REOPKNKH; 


Hnch party shall h«avc the right not later ihc J 5'*' day of any month 
to ici]uest a review of Ihc pricing mechanism oflliis Contract. 

If following a request for a review, the parlies arc unable to agree 
within a period of ten (10) days from the date upon which such request 
was made, either party may elect to tCDninalc this Contract by sciving 
written notice of phasc-oiit to the other parly and termination shall be 
effective at the end of the month following the montli during which the 
notice of termination has boon received. 

Thit if the patties ore able to agree within the above mentioned ten 
(10) days period, any agreed upon adjustment to the pricing mochanism 
slinll be .subject to (he approval of the 661 Committee. 

However, of such approval has not been gratned by tho 661 
Coniniiitce, this CoiUract shall be considered as tenninated ns of the end 
^ of Ihc month following the month during which tiic above mentioned ten 
(1(1) days period ends unless the j>art5es agree otherwise. 

Ijt case of Contract icnnination under any of the above mentioned 
events, this Contract .sliall mimin in full force and effect at the pricing 
jncchani.sm applicable in accordance with this Clontract terms and 
conditions up to the effective date of termination and such termination 
shall not affect the parlies’ rjglits and obligations ihereA-onv unless Ihe 
parties agree otherwi.se during the period prior to the offeolive date of 
termination. 


6 
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OT 

FROM : 


QjfiKC NO. : 17 2000 01:59 CTP3 

phone no. : 36^ 1 8853 925 Dec. 12 2002 12:05Pri Pll 


ARTICJLE SIX 


P AY MENT: 


I . shall establish in respect of each shipment lifted under Uiis 

C-onlnict an inevocable documentary letter of credit issued by a 
bank acceptable to Banque Nationalc clc Paris, S,A. (“BNP”)for 
conftrmation, in the form set out in Appendix I hr, roof. 


In all cases, the L^ittcr of Credit shall be established, confirmed and 
accepted at least seven (7) days prior lo loading date. 

2. BUYliR iiTcvocably undeitakes that payment for cacli cargo of 
crude oil lifted shall be made out of the proceeds of the confirmed 
I-ettcr of Credit directly to Unitotl Nations Iraq Account Euro sub 
account account number 0200-201752-002-03 esiablisltcd by the 
Secj'cittj’y-Cjencral of the United Nations, pursuant to paragraph 7 
of SCR 986, at BNP (New York Branch) (hereinafter '‘United 
Nations Iraq Account Euro sub Account"), upon prc.senftition to 
BNP of the dticiimenls required by tlie Letter of (.'.redil, including 
bt it not limited to the Commercial Invoice and the Bill of Lading. 

3. Ail cliarges within Iraq are for SELLER, whereas all cliargcs 
outside Iraq nre to he borne by BUYER. 

A. Unless otlici-wise provided herein, payment shall bo made not later 
than Tiiiity (30) days from B/L date, in same date funds. 



If payment fails doe on a Saturday or Bank ItoHday other than 
Monday in the place where payment is lo be made then payment 
.shall be made on the last preceding banking day. If puymout falls 
due on a Sunday or a Monday Bank holiday in the place where 
payment is to be made then payment shall be made on the next 
succeeding banking day. 
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OT •; 
FROM ; 


«PfKC m. : 


51HB. 17 20^ 0l:5S 


PHOe NO. : sea l 8853 925 


Dec. 12 2002 12:05P1 


ARTICLE SEVEN 

SOMO S'l ANDARI) OOCUMENTA'I HjN! 


BUI t)f Lading 
Certificate of Origin 
Certificate of Quality and Ouaniiiy 
Loading 'l ime Sheet 
Ullage Repojl 

Maiiter’s Receipt for Samples 
Distribiilion of Documents 


9 (3 orig. &. 6 copies) 

4 

4 

4 

4 

4 

4 


1'wo sets of documents am handed t o Master, one being for 
consignee. SET J JiR shall advise BUYER by telex oi cable within 
forty eight (4il) hours following each loading whli the following 
cletails:- 

(fl) VessoPs Nome . 

(b) Loading Port . 

(c) Commenced loading Date. 

(d) Completed Loading Dale. 

(e) Sailing Dale . 

(0 Gross and net quantities in metric ions, long Itms and 
U.S. barrels. 

(g) API Ciravily, 


ARTICLE ICJGHJ' 
APPROVAL 01<^ C:ON I UACT t 


This Contract i.s subject to the approval of the Overseers on 
behalf of ilte 661 Committee. Such approval shall be obtained In 
accordance with the Procedures, utilizing the form set out in 
Appendix II hereof. 


ARTiri.E NINE 


SPECIAL CONDITIONS ; 


L Loading of any shipment of crude oil shall be subject to the 
authorization of the Inspeclor.s at the port of loatllng. Tlic 
Inspectors shall also have the authority to slop the loading if 
they determine that there is any evidence of irrcgularily. 


It 


CTP9 
I P12 
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®«<C ND, ; 


17 2000 02:00 


2. NolwiUiKlaiiding Sub Article 4-3 of Section Two of this 
Contract, the accepted date of arrival of the vessel at the loading 
ports shall bo fixed on a one (1) day range. All related Articles 
of Section Two of die Contract will read to that effect and 
conformity. 

3. Notwithstanding Sub Article (6-5) of Section Two of this 
Contract SUl.l-F.R shall be allowed as laytime at A1 Bakr 
Terraimii as follows 


IriOlitneilirs) 


Ves.sel nWTtMTl 


36 

54 

65 


Up to 129 999 
130 000- 199 909 
Over 200 000 


All related Articles of Section iwo of the Contract will 
read to that effect and conformity, 

4. In addition to the events sjiccificd in Sob Article 6-6 of Section 
Two, any time consumed due to the Inspectors prohibiting 
loading .nhell not count as used laytime, 

5. This Contract shall terminate forlliwilh in the event that the 
Security Council tonninates the authorization to import 
petroleum or petroleum products originating in Iraq. 

6. Assignment of the rights or obligations of the Sntd.HR or 
BUYF.R shall be subject to the approval of the 661 Commillco 

7. Any claims from BUYER under Sub Article 1-3 or Article 
Seven ol Section Two, and any analyses carried out under Sub 
Articles 1-5 and 1-6 of Section 'J'wo, shall copied to the 
Ovcraccrs, Rayments or other awards under Article Thirteen of 
Sect ion 'I'wo, in respect of claims under Articles one and Seven 
of Section J'wo arc subject to the approval of Uie 661 
Commiiiee Any sum to be paid by BUYER in solllemcnt of a 
dnspuic under Article Thirteen of Section Two relating to the 
proceeds ot the sale of crude oil under tills Contract shall be 
paid by BUYER directly to the United Nations Iraq Account 
huro sub «cc<JUnl. 


cTPie 
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qwKC hO. 


aHB. 1? 2000 02:00 CTPll 


S i>a>mcnts to SF.i-l.r-R unJer SUF? Ariictc 5---> and Sub Anicle 5-7 oi 
Section Two. anil .any other Payittemt- t>t ttwanlt; under Antcle Thirteen of 
Section Ttso. are subject to the approval olThe 661 Committee. 

9. This Contract shall be subtect to SCR 9S6, SCK 11 11, SCR IH.’iSCR 
1153. SCR 1210, SCR '.i42, SCR 1281, SCR 1302, SCR 1330, SCR 
1360, SCR 1382. SCR 1409, SCR 1447, the Procedures aaci the 
Memorandum of Understanding between the Secretariat of the United 
nations and Uie Got emment of Iraq on the implementation of SCR 9S6 
(United Nations docuntent S/1996/356, dated 20 May 1996). 

ARTICLE TEN 

ADDRESSES: 

In addition to the notices, declarahons and other comnmnications 
required under Article Fourteen, notices, approvals, declarations and 
Commimioations required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses belotv;- 


STATE OIL MARKETING ORGANiyATION 
P.O BOX 5118 
Baghdad -IRAQ 

TELEX ; 2I2198-2I2199 SOMOIK 
TELEPHONE: 964-1-2869561 


964-1-7742040 - 10 Lines 
Fax : 964-1-8853925 


IMPEXOIL LLC. 

3/1, KHOKHLOVSKY PER., MOSCOW. 101000, RUSSIA 
PHONE; (7 OPS) 917-0385,956-2737 
FAX; (7 095)956-2615 
e-raaiI:itnp-oil@doI.ru 


EQB-Q. YERSEERS 

IINITED NATIONS, NSW YORK, U S.A 
fax : 212-963 - 1628 


e O conditions as per (Section Two) General conditions of 

F.O.B. crude oil sales contract No. M'12/109 dated 24/9/2002 and attached 
itppendice.s 1 & 2 . 

This Contraci has been done and signed on xhe 1 7* day of December . 2002 




FOR SELLER 

dASSIM 
DiRECTOk GENERAL 
S O M O 



10 
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tPftKC NQ. 


3/1, Kfiokhiovsky P»r., Moscow, 101000, Russia 

Phone (7 095) 960 34 41, 242 12 31 fax: (7 095) 242 12 31 




5^HB. 17 2000 01:55 


iMpeooit 


CTPl 


Date: December l9th, 2002 
Ref; M/i 3/33-1 


1 . 212-963 16 28 

To: UNITED NATIONS FOR OVERSEERS 
From: “IMPEXOIL LLC”, Moscow, Russia 

REQUEST FOR THE APPROVAL OF THE CONTRACT 

The attached contract with the Iraqi State Oil Marketing Organization (SOMO) for the 
purchase of petroleum is submitted for your approval in accordance with para 1 (a) of 
Security Council Resolution 986(1996), Security Council Resolution 1111(1997), 
Security Council Resolution 1143(1997). Security Council Resolution 1153 (1998), 

Security Council Resolution 1210 (1998), Security Council Resolution 1242 (1999), 

Security Council Resolution 1281 (1999), Security Council Resolution 1302 (2000), 

Security Council Resolution 1302 (2000). Security Council Resolution 1360 (2001), 

Security Council Resolution 1382(2001). Security Council' Resolution 1409(2002), 
Security Council Resolution 1 447(20 02) and the procedures of the Security Council 
Committee established by Resolution 661 (1990) concerning the situation between Iraq 
and Kuwait adopted at Its 142nd meeting held on 8 August 1990, 

Information about the Purchase: 


Name of purchasing entity: 
Place of Registration : 
Address: 

Contact person: 

Telephone: 


“IMPEXOIL LLC” 

Moscow, Russia 

3/1 Khokhlovsky Per., Moscow. 101000, Russia 
Mr. Sergei Tumanov, 

Executive Director Iraqi projects 
7-095- 960 34 41.764 7634,242 1231, 

Fax: 7-095-242 1231 


Summary of Contract terms: 


Total Quantity of Crude oil: 
Quality of Crude oil: 

Pricing formula: 

Dates of loading: 


350,000 BBLS 

API 34,0 - 350.000 bbis Basrah Light, 
as per Contract 
January 8**^, 2003 


Name of Vessel: M/T "Hellespond Grand’Vsub 

Payment details; Letter of Credit as per UN requirements. 


Please find attached a copy of the contract M/13/33 dated 17.12,2002 


Thanks in anticipation for your kind cooperation. 
Sincerely yours. 

S, Tumanov 

Executive Director Iraqi proj^s 



Permanent Subcommittee on Investigations 

PSIStaffRgt^RPCJ4FNJ^ 
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UNITED NATIONS 



NATIONS UNIES 


SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/2002/OIL/1447/OC.33 19 December 20P2 


TO: IMPEXOIL LLC 

RUSSIAN FEDERATION 


FAX NO.; 011-7-095-242-1231 

FAX NO.; (212)963-1628 

ATTENTION: Mr. Sergei Tumanov 

REF.; OIL-FOR-FOOD ARRANGEMENT 

TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 | 


Re: 


Contract Number; M/13/33 UN REF; S/AC.25/2002/OIL/1447/COMM.33 
Between; SOMO and “IMPEXOIL LLC” 


Date of Receipt; 

Quantity; 

Quality: 

Pricing Formula; 
Port of Loading; 


19 December 2002 
350,000 bbis 
BASRAH LIGHT 
EUROPE and/or US Markets 
Mina Al Bakr 


FURTHER TO YOUR ABOVE REFERENCED APPLICATION FOR APROVAL 
OF THE OIL CONTRACT, PLEASE BE ADVISED THAT THE APPLICATION 
HAS BEEN: 


❖ APPROVED 


cc: 

SOMO 
BNP Paribas 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 
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In the name of God, Most Gracious, Most Merciful 

To: The Financial Department No.; KHl 

From: Crude Oil Marketing First Department Date: 12/25/2002 

RE: Contract No. M/13/33 Signed with Impexoil LLC Company 

On 12/1 2/2002, we signed a contract with the aforesaid company to supply it with quantity of 
crude oil as per the following terms: 

1 - Number of Contract: M/13/33 

2- Date: 12/12/2002 

3- Name of Company: Impexoil LLC. 

4- Nationality; Russian Nationality of Allocation Holder; Russian 

5- Party Benefiting fixim Allocation: Head of the Russian Presidential Council 

6- Quantity & Quality: (2) million barrels of Basrah light FOB Al-Bakr terminal, including 
(1.650) million barrels that were lifted as per contract M/12/109 

7- Destination of Oil: Europe and / or America 

8- Pricing Formula: depending on destination 

9- Period of Supply: until 06/02/2003 

10- Approval of the Overseers: we will inform you of the overseers’ approval once we 
receive it 

1 1- Address of the Company: 

IMPEXOIL LLC. 

3/1, KHOKHLOVSKY PER., MOSCOW, 101000, RUSSIA 
PHONE: (7 095) 917-0385, 956-2737 
FAX: (7 095) 956-2615 
E-mail: imp-oil@dol.ru 

12- Other Terms: as per the general terms in force for the company’s sales FOB Al-Bakr 
terminal 


Please be informed and act accordingly. 


02/24 

Abd-al-Jalil Said Hammadi 

Head of Oil Marketing First Department 


Cc: 



Ali Rajab Hassan 
Deputy General Director 


Shipping & Quantities Department / please be informed and act accordingly 


Permanent Suhcommitlee on Investiealions 

PSI staff Rpt (RPC)-FN 156 
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M/13/33 
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TfiN-02 ’03 20:03 FROM: 964 1 8853 325 


SOMO BftGHDftD 


/it 


REPUBLIC OF 1R/\Q 
> ' , MINSITRVOFOfL 

,; 'stale OIL marketing 

SOMO 


RF>‘, mi/ 


•'.a,: 

TO ‘{ 



FAX 

ATT! 


MOSCOW 


* RUSSI,r^ 


(^OSHIN 


“F 


Rg : P 122^0? . 


''A” 

', ' , ;ri 


ED I OATPACU HEREWITH ADDENDUM 
NO. (1> TO TI*P AipREMENTIONED CONTRACT IT IS TO EE 
StrtNFJD,fiX!!lviW (:'vSf..A-r)>Miu xjutcis (.i-»uitL i uk.; Anu to hk 
FAXFD BACK TO SOMO AND lOTHE UN OIL OYERSFFRS 
FORAfWWAL. 


^^0 

RAPID A. JASSIM ^ • ' 

DIRECTOR GENERAL 
SOMO 


CC’ TjHS VH ffi#!^EERS 

FAX; 1628 NEW YORK 

■ $E AiEPROVE THE SAID ADDENDLTvt 
0j^^mOARDS. 

i I I ^ i ‘ 

I?, »,«< 6v 

;'r;- •-y-- ■■■ .'■/;■> : ^: v '■- 


^ 'vi ) 


Permanent Stibcomniittgc on tovestiaations 

PSIStaffRgt^^RPC^T^ii^ 
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;03 FR 0 M; 9 G 4 1 8853 925 


A1>I>ENDUM NO. Cl) TO CRUDE OIL CONTRACT 


si AIT OIl'WlARKCriNG ORGANIZATION (SOMO) LMPHXOIL UX 
agreed TO AMKljto ARTICLE IMKEE tPARA. T) TO READ AS 
TO! I,<OWS<. 

OUANTlT a. API. tQ&LfflLLQADiNQ 

- ftASRAtt)LKJl|^f l,3fSO,000 BBtS' 34;00.. AI.HAKR 

ALL OTi;j(il:JR,T!C!ti.NtS; AND ( ONIMTIONS REMAIN'UNCHANGED. 

‘ ) •' UK > fih^ y'-y''-. 

OONEA'NOftrONF.DQN 1HE2''“ DAY OF JANUARY 200? 


■fOMTCtER 


FOR BUYER 




VLADIMIR EFROS 
DIRECTOR 


<Xt THE OtL OVERSEERS 

1AX‘ P0Ul29ft3. 1^38 NEW YORK 

KUKDtY AFFROVU with BERTREGARDS. 
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FROM : Prcady Sherstyukov 


phone no. : 242 1231 


Jan. 08 2003 02:43PM P82 


.)hN. C 



NO..(») TOCpUJlE OIIvOCrNrftA,<: 1 

' ' 'No.wf/i3/a3 Hatcp xintnmz 


^HKETl^ff r ORGANIZA I ION (SOMO) IMPl \OIL < IX 
AM in L HIKNE (1»ARA )) IUULAO 


jOU ANmy ; :- AKRv ■ 

.0 000 BB) S 34 00 ALBAKR 




'BA V ARY;:2O03 


1 uR nnVLR 


DIRJ Cl OK 


IBRAI. 


' """ 


2KNFWVORJC. ' 

■ROVE Wfru BEST RJSOAIIDS. 
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3/1, KhokhlovsKy Per.. Mo$cow. 101000. Russia 

Phone; (7 065)S60 3<l 2<121231 fax: (7 095) 242 12 31 



Dfite: January 8th, 2003 
Ref: M/1303-2 


1 - 212 - 963 16 28 

To; UNITED NATIONS FOR OVERSEERS 
From: “IMPEXOIL LCC”, Moscow, Russia 

REQUEST FOR THE AMENDMENT OF THE CONTRACT 


Dear Sirs, 

REF. CONTRACT M/13/33, dated 17.12.2002 

As agreed with SOMO you are kindly requested to amend Article Three 
(para. 1) Contract M/13/33 of 17/12/2002 as follows: 

Type of Crude Quantity API Port of Loading 

Basrah Light 1.350.000 bbis 34.00 Albakr 


All other terms and conditions remain unchanged. 


Thanks in anticipation for your (sin' 
Sincerely yours, 

S.Tumanov / 
Executive Director Iraqi-e 



Ptrmaneill Siihtommillw on Invesllealions 

PSIStafTRgt^P2;;F£n^ 
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UNITED NATIONS 



NATIONS UNIES 


SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/2002/OIL/1447/OC.33/ad.l 81amiary2003 


TO: IMPEXOIL LLC 

RUSSIAN FEDERATION 

FROl^ THE OIL OVERSEERS 

/ UNDER SECURITY COUNCIL ^ 

1 RESOLUTION 986 (1995) 

FAX NO.: 011-7-095-242-1231/4 

FAX NO.: (212)963-1628 

ATTENTION: Mr. Sergei Tumanov 

REF.: OIL-FOR-FOOD ARRANGEMENT 

TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 | 


AMENDMENT : 

Re: Contract Number: M/13/33 UN REF: S/AC.25/2002/OIL/1447/COMM.33 
Between: SOMO and “IMPEXOIL LLC” 

Date of receipt of amendment: 8 January 2003 

PLEASE BE ADVISED OF THE AMENDMENT TO THE ABOVE CONTRACT: 
SOMO AND “IMPEXOIL LLC” HAVE AGREED TO AMEND ARTICLE 
THREE (PARA .1) TO READ AS FOLLOWS: - 

TYPE OF CRUDE QUANTITY API PORT OF LOADING 

BASRAH LIGHT 1,350,000 BBLS 34.00 AL BAKR 

ALL OTHER TERMS AND CONDITIONS REMAIN UNCHANGED. 


❖ APPROVED 


cc: 

SOMO 
BNP Paribas 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 
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S/J.KhokhlovjkyPcfv Moscow, 10)000, Russia 

phone (7 09S»00-J44),242-t2}) f9x:(7 095)242-1231 e-mail:t!^t*nt9yandex.ru 


January 22”*, 2003 
Ref. M/13/33-P 


TO: BAYOIL SUPPLY AND TRADING CO, LTD 


Ref. Agreement for lifting of 350.000 bbis, M/T "Hellespont Grand" 
In January 2003. 


Dear Sirs, 

In compliance with our Agreement and SOMO's confirmation you are 
kindly requested to pay the sum of US Dollars 17.500 to the following 
address: 

Account No. 178-33-094100 
In favour of IMPEX-OIL LIMITED 
Cyprus Popular Bank Ltd 
The International Business Centre 
50 Kennedy Avenue 
Caterways Building 1“ Floor 
Nicosia - Cyprus 
SWIFT LIKICY2N 
Attn. Mrs Rena Adamides 
Payment for Hellespont Grand 


We would very much appreciate if you send us a SWIFT confirmation 
of the effected transaction to fax number 7 - 095 - 242 12 31 


Thanks in anticipation for your kind cooperation. 


S.Tumanov 
Director 
Iraqi Proje^- 





Bayc4l-K 


Permanent Subcommittee on Investigations 

PSISfaffRgt^RPCHFN^ 
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Bayoil Supply & Trading, Ltd. 

Transaction Detail By Account 


Accrual Baala 


Januiry 1995 through December 2^ 


Type 

Date 

Num 

Name 

Memo 

Ctasa 

Sf^lt 

Amount 

Balance 

OroeaSalM 









SalM-OHProducU 








Deposit 

2/27/2003 

REV 

VALERO MARK... 

H.GRANO'2 

V-S0203 

Cash -CAI... 

16.407,726.51 

16.407,728.61 

D^nsit 

3/3/2003 

REV 

PREMCOR 

H.QRM«JD-2 

V.502<8 

Cash - CAI ... 

13.007,274,71 

29,415.003.22 

Oepo^ 

5/2/2003 

REV 

SHELL WTLTa.. 

KGR/^ID-S 

V-50203 

Cash -CAI... 

17,848.904.54 

47,263.907.76 

Dejxtsit 

3/4/2003 

REV 

SHELL WTL. TR.. 

H.GRANO-2 

V-502D3 

Cash-CAI... 

16.392,259.02 

63.656,166.78 

Deposit 

3/7/2003 

REV 

SPOIL 

HGRAND-2 

V-50203 

Cash-CAl ... 

17.321.219.79 

00,977,386.57 

Total Sales • Oil Products 






80,977,3^.57 

80.977.386-57 

Total Gross Ssies 







80,977.386-57 

60.977.386.67 

CeetotSalM 









Broker Comm 









CtMd( 

3«7/2003 

1524 

LMi Crude Reso... 

H.Grand-2 

V-602C8 

Cash -Wei... 

-310.00 

410.00 

Check 

3/27/2003 

1524 

link Crude Reso... 

H.Grand-2 

V-S0203 

Cash • Weft... 

•310.00 

420.00 

Che<^ 

3/27/2003 

1524 

link Crude Reso... 

H.Grand-2 

V-50203 

Cash - Wei... 

-310.00 

-930.00 

Cheek 

4/14/2003 

1^ 

STARSUPW.Y P... 

K.QRAND-2 

V-502D9 

Cash-Wel... 

•4,662.53 

-5.792.63 

Che^ 

4/14/2003 

1526 

STARSUPPLY P... 

H.GRAND-2 

V-50203 

Cash - Weft... 

•5,055.81 

-10,848.34 

Tot^ Br^r Comm 






-10,846.34 

•10,848.34 

Exchange salntoee 

Check 2/7/2003 

PURCH 

UNITED NATIONS 

N.(aRAND-2 

V-60203 

C^ardt'CAI... 

-34,816.62 

44,816.62 

To^ Eishangs gsk^oss 






•34,81682 

-34.815.82 

Osfflurrege B Lighter 








Oepo^ 

5/23^003 

OEM 

SHELL INTL TR... 

H. QRAND-2 

V-50203 

Cash - CAI ... 

ai.isaoo 

21.150.00 

DepiKH 

5/302003 

DEM 

PREMCOR 

H.<3RMiD-2 

V-50203 

Cash-CAI... 

3,600.00 

24,750.00 

D^»sit 

12/30/2003 

DEM 

SPOIL 

H.6RAND-2 

V-50203 

Cash • CAI ... 

3.300.00 

28.050.00 

Total Dermutage 0 Lighter 






28,050.00 

^.OKIOO 

Crude PuKhatee 








CStecdt 

V23/3003 

PURC»1 

MACHWOMPO... 

H.QRAND-2 

V'502O3 

Cash - CAI ... 

-88,879.50 

-88479.50 

Check 

1/23/2003 

PURCH 

IMPEX-OILCO 

H.GRANO-2 

V-50203 

Cash-CAI ... 

.17,S00.<» 

-106479.50 

Cha^ 

2/7/20(0 

PURCH 

UMTEDNATKWS 

K.6RM40-^... 

V-S0203 

Cash - CAI ... 

-47,079.471,15 

47.185.850.65 

Check 

2/7/2003 

PORCH 

UNfTEO NATIONS 

H.GRANO-2/R... 

V-50203 

Cash - CAI ... 

-10,594,000.00 

•57,779.850,65 

Check 

2/7/2003 

PURCH 

UNTTEO NATIONS 

K.QRANO-2AM... 

V-50203 

Cash - CAI ... 

•9,269,750.00 

-67.049.600.65 

Check 

2/11/2003 

PURCH 

HAVERHILL TR.. 

H.(»tAND-2 

V-60203 

Cash-CAI... 

•20,000.00 

•67.0M.600.65 

Total Grade Purchases 






•67.069,600.65 

-67,069,600.65 

Merest 









Che^ 

1/31/2003 

WT 

WTERESTCHA... 

H.QRAND-2 12... 

V-50203 

C^ash • CAI ... 

■ -522.11 

•622.11 

Check 

2/7/2003 

LOAN 

FIXED TERM A... 

H.(3RANO-2 

V-50203 

Cash - CAI 

-491.13 

-1,013.24 

Check 

2/18/2003 

LOAN 

FIXED TERM A>. 

H.GRANO-2 

V-50203 

Cash-CAI-. 

-52,341.12 

-63,35446 

Cheat 

2/16/2003 

LOAN 

RXEOTERMA... 

H.GRANO-2 

V-50203 

Cash-OI ... 

-685.33 

-54439.69 

Check 

2/16/2003 

LOAN 

FIXED TERM A... 

H.QRAND-2 

V-50203 

Cash - CAI -. 

•238.15 

-54477.94 

Cheek 

2/25/2003 

LOAN 

FIXEOTEFtMA... 

H.ORAND4 

V-60203 

Cash • CAI 

-34.550.79 

•88,828.63 

Check 

2/27/2003 

LOAN 

FIXED TERM A.., 

H.GRANO-2 

V-S0203 

Cash • CAI ... 

•9.876.65 

•96.705.28 

Cheek 

2'26/20O3 

LOAN 

FIXEOl^RMA... 

H.GRANO-2 

V-50203 

Cash- CAI ... 

•3,753,03 

-102,45841 

Check 

3/3/2003 

LOAN 

FIXED TCRM A... 

H-6RAND-2 

V-502C3 

Cash-CAI ... 

•10,698-07 

•113.066.38 

Check 

3/4/2003 

LOAN 

FIXED TERM A... 

H.6RAND-2 

V-50203 

Cash • CAI ... 

•1.565.20 

•114,821.58 

Owck 

3/7/2003 

LOAN 

FIXED TERM A... 

H.QRAND-2 

V-S0203 

Cash - CAI ... 

•1,186.41 

•115406.99 

Cheek 

3/26/2003 

LOAN 

FIXED TERM A... 

KQRAND-a 

V-502Q3 

Cash - CAI ... 

-833.00 

•116,639.99 

General douirtal 

3/31/2003 

WT 

CAI 

KGRANO<t 

V-90203 

FovM<d Co... 

•1,082.04 

-117.722.03 

Check 

4/10/2003 

LOAN 

FIXED TERM A... 

H.QHANO-2 

V-50203 

Cash - CAI ... 

•1,068.07 

-118410.10 

Taai Merea 







-118,610.10 

-118.810.10 

Irtapecdon 
OenarsI Journal 

3/31/20(8 

J6-C(8-12 

Accrual 

H.Grand-2 

V-S0203 

FrelgW 

-52,000.00 

•52.000,00 

Owck 

8/15/2003 

MSP 

SOS GULF LTD 

H.GRANO-2 

V-60203 

BNP Padba... 

•500.00 

•52.500,00 

General Jouma 

9/302003 

Je-C0»-1O 

Reverse Accntal 

H.Grand-2 

V-50203 

EsBmaled C... 

1.983.11 

-50,516.^ 

Total ktspeaion 







-80,516.89 

•50,516.89 

Ifwurance 









GenemlJouma 

301/^)03 

Je-C03-12 

Accrual 

R Grand-2 

V-50203 

Freight 

■64,000,00 

•64,000.00 

General Jowna 

7/31/2003 

Je-C07-11 

Reverse Accrual 

H. Grand-2 

V-50203 

E$5mated C... 

11,825-58 

-52.174-42 

Cheat 

8/1S/2003 

INS 

CRAIG FERGUS... 

RGRANO-2 

V-50203 

Cash-CAI... 

-6,616,86 

•58.791.a 

Total Murance 







■58.791.28 

-58.791.28 

UC Chargee 
Genera! Journal 

t/3/2003 

LC 

CAI 

H.ORANO-2 

V-50203 

FmardCo... 

-62,910.90 

•62,910.90 

General Journal 

1/3/2003 

LC 

CAI 

H.GRANO-2 

V-60203 

Fowaid Co... 

-14,110,20 

-77,021.10 

General Journal 

1/3/2003 

LC 

CAI 

H.QRANO-2 

V-S0203 

Foward Co... 

•12,232,67 

-694W.77 


Tot^ L/C OiaroeB -89.253.77 


Permanent Subcommittee on Investigations I Pagai 
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BayoH Supply & Trading, Ud. 

Transaction Detail By Account 


Accrual BMi* 


Januvy 1995 through Oecwnber 2003 


^pt D«i« Num 

Fraight 

Cneck t/7«003 FRGHT 

Check 1/21/2aa FRGHT 

Check 1/2-W2003 FRGHT 

CT»e<* 1/24/2003 FRGHT 

Check 1/3Q«)03 FR(aiT 

Check 2/12Q003 INSP 

Che<* 2/12/2003 FRGHT 

Che<* 2/14/20(a RW2^T 

Oiedi 3/13/20CO FRGHT 

Cheek 3/202003 FRGHT 

Chedt afzorzm frght 

Check 3/262003 FRGHT 

Check 328S003 FRGHT 

Chedi 3262003 FROTT 

General Journal 3G1/2003 Je<C03-12 

Generti Journal 3/31/2003 Je-C03-12 

General Journal 4/3C^2003 Je-C04-16 

Check 5202003 FRGHT 

Chedt 8/42003 RIGHT 

Owck 6/11/a>03 FRGHT 

Check 7/22/2003 1&» 

Oteek S/16/2003 FRGHT 

Tot^Frelgh! 

FlRai>M Otargee 

Check 1/32003 BC 

Generid Jourtal 1/^!K)03 IC 

Genend Journal 1/32003 IC 

Geiwrai Journal 1/32003 LC 

Check 1/7/2003 BC 

Check 1/72003 FRGHT 

Chedc 1/13/%(» BC 

Check 1/142003 BC 

Chedi 1212(Xa FR(^ 

Check 1/22/2003 BC 

Check 1/232003 BC 

Check 1/232003 FHJRCH 

Check 1/^/2003 PURCH 

Owdi 1242003 FRGHT 

Chedt 1/27/2003 BC 

Cheek 1/292003 BC 

Chei* 1/302003 FRWT 

Chedt 121/2003 BC 

Check 2W2003 FIN 

Chedt 2/5/2003 FM 

Check 22/2003 FIN 

Oieck 2/72003 PURCH 

Cheek 222003 PURCH 

Chedt 22/2003 PURCH 

Cheek 2/102003 FIN 

Chedt 2/11/2003 PURCH 

Check 2/122003 FRGHT 

Check 2/142003 FRGHT 

Check 2242003 FIN 

Deposit 227/2003 R€V 

C>»ck 322003 FIN 

Deposit 322003 REV 

Deposa 32i20(» REV 

OeposH 3/42003 REV 

Check 3/102003 FIN 

Check 3/132003 FRGHT 

Check 3/182003 tQHT 

Chedt 3/182003 LGHT 

Owdt 3/162003 

Chedt 3/202003 fRGHT 

Check 3262003 L(»fT 

Check 4/7/2003 FRGHT 

Check 4^12003 INSP 

Chedt 428/2003 INS 

Depostt 5/302003 DEM 

Clwdt 6/<y2003 FRGHT 

Chedt 6/42003 INSP 

Check 9/152003 FRGHT 

Total Finance Charges 


Name Memo Claaa Spritt Amount Balartce 


THE KANOO Q... H.QRAf«>-2 V-50203 Cash • CAI ... -45.773.00 -45,773.00 

AEG0WMARI... aGflANO-a V-50203 Cash-CAi... -289,922.14 -m^.14 

THE KANOO G... H.6RAM)*2/A... V-50203 Cash -CAI... -769.00 -336,464.14 

THEKANOOG.. H.GRAN0.2/A... V-50203 Cash-CAI... -999.00 -337.463.14 

HSXESPCWTS... H.GftANO-2/lS... V-50»)3 Cadi -CAI... -833,625.00 -1,171.<»8.14 

OBC SHIPWNQ ... K.QRANO-22... V-50203 BNPPartoa... -4,400.00 -1,175,4^14 

FALENERGYC... RQRAI«>-2 V-50203 Cash-CAI... -1.578.241.18 -2,753.7».32 

HELLESPONT S... H.QWO-2 V-50203 Cash- CAI... -833.625.00 -3.587.354.32 

GULF AGENCY... H.GRANO-2 V-S0203 Cash -CAI... -235,600.00 -3,822,^.32 

HELLESPONT S... H.GRAND-2A8... V-S0203 Cadl-CAt... -444.600.00 -4,267.554.32 

HELLESPONT S... H.GFVWO-2/MI... V.60203 Cash -CAI,.. -46.697.74 -4,314,252.06 

THEKANOOG-. H.GRANO-2 V-50203 BNPPailba... 37.12 -4.314,214.94 

THEKANOOG.. H,GR/WO-2 V.50203 BNPPariba... -124.78 -4,314, 3M.72 

IREKANOOG.. H.<WkND-2 V-50203 BNPPariba... -18.82 -4.314,358.54 

Accrual H.Gand-2 V-50203 -SPLIT- -526,612.^ -4.840.971.39 

Accrual H.QrarKt-2 V-60203 FreifK -18.500.00 -4.S&9.471.39 

Accrual H.QrBntf-2 V50203 119,51550 -4,739.955.89 

OBC SHIPP**Q ... H.6BAND-2 V-50203 BNPPariba... -2.366.TO -4,742.322.64 

HEUESPONTG.. H.GRANG2 V.502CI3 BNP Paitea... 16.247.35 -4,726.075.29 

C»C SHIPPING... K.QRANG2 V-50203 BNPParkM... -603.56 -4.726.678.85 

bilorma H.Gr«n(»-2 V-50203 Cash-Wen... -340.00 -4.727,018.86 

SGSCSI H.GRAND-2 V-50203 BNP Pariba... -4^.00 -4.727.490.85 

-4,727,490.85 -4.727,490.85 


BANKCHARQES H.<»UND-2 V-S0203 Cash-CAI... -18.^ -18.28 

CAI H.GftANO-2 V-50203 FowanJCo... -204.32 -222-60 

CAI H.GRAND-2 V-S0203 FtreardCo... -204.32 -426.92 

CAI H.GflANO-2 V-50203 FowardCo... -204.32 -^1.24 

BANK CHARGES H.GRANO-2 V-S0203 Cash -CAI... -17.86 -649.10 

THEKANOOG... H.<aiANO-2 V-60203 Cash -CAI... -17.88 -666.96 

BANK CHARGES aGRAND-2 V-S0203 Cash -CAI.. >18.03 -684.93 

BANK CHARGES H.GRANO-2 V^2Cl3 Cash -CAI... -18.07 -703.06 

AEGEAN MARI... H.QRANO-a V-60203 Cash- CAI -18.36 -721.42 

BAm CHARGES K<»ANG2 V-50203 Cash -CAI.. -18.32 -739.74 

BANK CHARGES H.QRAND-2 V-S0203 Cash -CAI... -16.36 -768.10 

MACHWOIMPO... H.GRANO-2 V-50203 Cash -CAI... -18.38 -778.46 

IMPEX-OR.CO RGRANO-2 V-60203 Cash -CAI.. -18.38 -794.82 

THEKANOOG. M.GRANG2 V-60203 Cash -CAI- -18,39 ■813.21 

BAf«< CHARGES H.GRANO-2 V-50203 Cash -CAI.., -18.37 831.68 

BANKCHARQES H.QRANO-2 V-S0203 Cash -CAI.. -1851 850.09 

HELLESPONT 8... H.GRANG2 V-60203 Cash- CAI -18,36 868.45 

BANKCHARQES H.QRANO-2 V80203 Cash -CAI- -18.44 -886.89 

CAI H.(»ANO-2 V-60203 Cash -CAI... -18.62 -9M.61 

CAI H.GRANO-2 V-60203 Cash -CAI... -18.48 -923-99 

CAI H.<»AND-2 V-602e3 Cash -CAI... -19,00 -942,99 

UNITEO NATIONS RQRANO-2/M... V-60203 Cash -CAI... -52,974.64 -53,917.63 

UNITED NATIONS H.GRANO-2m... V-S0203 Cash-CAI.. -11,706.65 86,623.26 

UNITED NATIONS H.GRANG2flM... V-60203 Cash -CAI... -10.355.36 -75.978.64 

CAI H.QRANO-2 V.60203 Cash -CAI.- -16.43 •TS.OST.O? 

HAVERHILL TR... H,GRANG2 V-60203 Cash- CAI™ -18.18 -76,016.25 

FALENERGYC... H.GRAND-2 V-60203 Cash-CAI.„ -18.29 -76,033,64 

HELLESPONT S... H.QRANG2 V-50203 Cash-CAI... -18.37 -76.051.91 

CAI H.GRANG2 V-60203 Cash -CAI... -18.28 -76,070.17 

VALERO MARK,.. H.GHANO-2 V-50203 Cash • CAI 853.51 -76,623.68 

SHEUNTL-TR.. H.OTM10-2 V-50203 Cadi -CAI... -20.00 -76.643.60 

PREMCOR aGRANO-2 V-60203 Cash -CAI.- -554.71 -77.198.39 

SHELL TR... aGRAFM>-6 V.60203 Cash • CAI ... -554.54 -77,752.93 

SHEa NIL. TR... H.GRANG2 V-50203 Cash -CAI... -574.02 -78.326.95 

BP OIL H.GBAND-2 V80203 Cash- CAI.., 856.00 -79.891.95 

GULF AGENCY-. H.GRAND-2 V-60203 Cash -CAI... -18.48 -78,900,43 

HEIDMAR UGH... RGRANO-a V80203 Cash -CAI... -17.95 -78,918.38 

SKAUGEN PET... aGRANO-2 V-60203 Cash -CAI... -17,95 -78.936.33 

AMERICAN EA... H.GRAND-2 V-60203 Cash -CAI... -17.98 -78.954.31 

HELLESPONTS... KGRAND-2 V80203 Cash-CAI... -18.02 -78.972.33 

HEIDMAR U3H... H-GRANO-2 V-50203 BNPPariba... -25.07 -78.997.40 

CEPSA GIBRAL- HGFVtND8 V-50203 Cash -CAI.- -17,83 -79,015.23 

OIL IMS USA LLC KGnANO-2 V-60203 Cash -CAI... -17.95 -79,033,18 

C«A1Q FERGUS... H.GRANO-2 V.50203 Cash-CAI... -18.36 -79,051.64 

PREMCOR H.GRAND-2 V80203 Cash -CAI... -20,00 -79.071.54 

HELUSPONT 8... H.GHAND-2 V-50203 BNPPaf«>a,.. -41.40 -79.112.94 

Ott-WSPECRO.- KWWNO-2 V-50203 Cash-CAI... -19.10 -79.132.04 

SQSCSt R(aiAND-2 V-S0203 W4P Partba... -25-08 -79.157.12 

-79.157.12 -79,157.12 
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Bayoll Supply & Trading, Ltd. 

Transaction Detail By Account 


Accrual Baala 


January 1995 through Decareber 2003 


TW» 

Date 

Hum 

Name 

Memo 

Clee* 

Split 

Amount 

Balance 

Ughtoring Charge* 








a»ck 

3/18/2003 

LCrfTT 

HEIDMAR UGH... 

H.<3WIO-2/r„ 

V.50203 

Cash-CAI... 

•163.562.62 

-163,662.62 

a»ck 

3/ia/2003 

LGHT 

HEIDMARUGH... 


V-50203 

Cash • CAI ... 

•189.624.91 

-^3.187.53 

0»ck 

3/10^003 

LGHT 

SKAUQEN PET... 

aORAND-2/A... 

V-502IXJ 

Cash-CAI ... 

-159,362.50 

-512.650.03 

a>eck 

3/18/2003 

LGHT 

AMERICAN EA... 

RGRAND-2/P... 

V-S0203 

Cash-CAI... 

-326.600.E» 

-839.060.05 

a»eck 

3/18/2003 

LGHT 

AMERICAN EA... 

H.GRANO-2^- 

V-50203 

Cash-CAI... 

-320.899.96 

-1.159.950.03 

Check 

7/29/2003 

LGHT 

AMERICAN EA... 

H.QRAND9 

V-50203 

Ca^-CAI... 

•2,593.75 

•1.162.543,78 

Owck 

7/2affi003 

LGHT 

AMERICAN EA... 

H.(»1AND-2 

V.50203 

Cash - CAI ... 

•2.9S6.2S 

-1.165.500.03 

Total UgMering Charges 






-1.1K.600.03 

-1,1^.500.03 

Twal Cost erf Siries 







•73,376.735.85 

-73.376.735.85 

Eterdt Servica Charaes 








Check 

2/7/2003 

PURCH 

UNITED NATIONS 

H.GRNAD-2M.- 

V-50203 

Cash - CAI ... 

•31.74 

-31.74 

Check 

2/7/2O0a 

PUBCH 

UNITED NATIONS 

H.GftAra>2/R... 

V.50203 

Cash-CAI ... 

•349.01 

-380.75 

Check 

TPlTOOi 

PURCH 

UNITED NATIONS 

H.6RAM)-2/]M... 

V^0203 

Cash-CAI ... 

•220.70 

■601.45 

Total Bank Sennee Clwrges 






-601.45 

-601.45 

lnhm*t Expeiwe 









Dwek 

3iG1/2003 

(NT 

INTEREST CHA... 

H.GRMrfO-2 

V-5CC03 

Cash - CAI ... 

-^.606.61 

-23.6C6.S1 

IcAM Merest E)qMnea 






•ZJ.606.51 

-23.606.51 

Commiasioni 









General Jownal 

1/6/2003 



HELLESPONT... 

V-60203 

Hedge Gala.. 

•1.t14.33 

-1.114.a 

General JMtnal 

1/6/2003 



HELLESPONT-. 

V.50203 

Hedge Gain... 

•1.099.33 

•2.213.^ 

General Journal 

1/24/2003 

COM 

COMMISSIONS 

HELLESPONT-. 

V-60203 

2530(VCaa-. 

-3,061.^ 

-6.2re.46 

General Joumsrf 

1/27/2003 

COJ 

COMhdSSIONS 

HEUESPONT ... 

V-SQ203 

2S30(VCarr ... 

-2.464.02 

-7.7:».48 

General Joutral 

1/^/2003 

COM 

COMMISSIONS 

HELLESPONT ... 

V.5D203 

25300/Carr ... 

-2,464.02 

-10.20350 

General Journal 

1/23*2003 

<XM 

COMMSSONS 

HELLESPONT ... 

V-50203 

2530OCerT ... 

-2.464.02 

-12,667.52 

General Journal 

1/3IV2003 

QCM 

COMMISSIONS 

HEU^SPONT . - 

V-50203 

2S30OCa(T ... 

-2,430.00 

-15.097.52 

Gwetai Joumid 

2/10/2003 

COM 

COMMISSIONS 

HEUESPONT ... 

V-S0203 

2530C^CarT ... 

•510.30 

-15.607.82 

Gener^ JoumEd 

2/11/2003 

COM 

COMMSSONS 

HELLESPONT... 

V-50203 

2S300/C8<T ... 

-466.00 

-16,093.82 

Genend JoumeJ 

2/12/2003 

com 

COMMISSIONS 

HELLESPONT -. 

V.5CI203 

2530Q/CarT ... 

•1,606.60 

•17.600.42 

GenerEd Jourrad 

2/13/2003 

<XM 

COMMISSIONS 

HELLESPONT -. 

V.60203 

25300/CarT„. 

-1,963.44 

-19,563B6 

Generid Joumsd 

2/14/2003 

CCM 

COMMSSION5 

HELLESPONT ... 

V-S0203 

asaoocan ... 

-1,963.44 

•21,527.30 

Generti JouRarf 

2^8^1003 

COM 

COMMSSIONS 

KEaESPONT-. 

V-50203 

2530Q'CarT ... 

•1,477,44 

■23.004.74 

GarwraJ Journal 

2/19Q003 

COM 

COMMISSIONS 

HEUESPONT 

V-50203 

2S30QCarT... 

-1/477.44 

'24,482.16 

Qeneraf Journal 

2/20/2003 

COM 

COMMISSIONS 

HELLESPONT 

V-S0203 

2590QCarT ... 

•466.66 

-24.948.74 

ToM Commissions 







•24.»46.74 

-24,948,74 

Hedge GebiilMM) 









Qmrai Journal 

1/6/2003 



HBAESPONT-. 

V-50203 

•SPLTT- 

-19.065J30 

-19,055.00 

General Journal 

1/6i/2003 



HBXeSPWT... 

V-50203 

HedgeGadn... 

•16,555.00 

-35,610.00 

Gmeral Journal 

291/2003 



HELLESPONT... 

V-50203 

2S30(VCarr-. 

•13,&1».120.CI0 

•13,554,730.00 

Gmeral Journal 

294/2003 



l«U.ESPONT.- 

V-50203 

2S30OCair ... 

B.180.SOO.OO 

•5,374,230.00 

Total Hedge Gam /(loes) 






•6.374.230.C0 

•6.374,230.00 

tfttereet Income 









Oepoait 

2/89003 

INT 

INTEREST REC... 

HELLESPONT ... 

V.S0203 

2S300Carr ... 

3.396.94 

3.396.94 

Total imeresllnoome 







3,396.94 

3.396.84 

OTAL 







2,160,660.96 

2,160^.96 
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MINORITY STAFF REPORT 
ON 

ILLEGAL SURCHARGES ON OIL-FOR-FOOD CONTRACTS 

AND 

ILLEGAL OIL SHIPMENTS FROM KHOR AL-AMAYA 


May 17, 2005 


I. EXECUTIVE SUMMARY 


The U.S. Senate Permanent Subcommittee on Investigations is examining allegations of 
misconduct involving the United Nations Oil-for-Food (OFF) and Iraqi sanctions programs, and the 
extent to which such misconduct has involved U.S. persons and damaged U.S. interests. 

To date, the Subcommittee has held two hearings, on November 1 5, 2004 and February 1 5, 
2005, stemming from this investigation. The first hearing examined Iraq’s demands for illegal 
kickbacks paid on humanitarian contracts issued under the OFF program and the scope of open oil 
sales that took place between Iraq and its neighboring countries under so-called “trade protocols” 
that were outside of the OFF program. The second hearing examined the inspection companies 
retained by the United Nations to monitor oil sales and humanitarian imports under the OFF program 
as well as issues related to management, audit and procurement oversight. This hearing also 
presented evidence that the United States and other U.N. member states had acquiesced in Iraq’s 
open sale of billions of dollars in oil to its neighbors, Jordan, Turkey, Egypt, and Syria, in violation 
of U.N. sanctions. 

This Report is being released in connection with the Subcommittee’s third hearing, and 
examines issues related to illegal surcharges paid on oil contracts under the OFF program and illegal 
oil shipments made from the Iraqi port of Khor al-Amaya. 

Illegal Surcharges. The first part of this Report examines the illegal surcharges that Iraq 
demanded from persons who wanted to buy Iraqi oil under the Oil-for-Food program, using Bayoil 
(USA), Inc,, a U.S. corporation, as a case history to illustrate what happened. 

Over a two-year period, from September 2000 until September 2002, the government of Iraq 
demanded that purchasers of Iraqi oil under the Oil-for-Food program pay a per-barrel surcharge to 
the Iraqi regime. Such payments violated U.N. sanctions. The surcharge amount varied over time, 
from a low of 10 cents to a high of 30-cents-per-barrel. Internal records kept by the Iraqi Oil 
Ministry’s State Oil Marketing Organization (SOMO) show that, during the surcharge period, Iraq 
collected a total of about $228 million. Using SOMO and other Iraqi records, Bayoil shipping 
documents, and U.S. Energy Information Administration import data, the Subcommittee Minority 
Staff estimated that, during the period surcharges were collected, the United States imported about 
525 million barrels of Iraqi oil on which $118 million in illegal surcharges were paid. That means 
U.S. imports financed about 52 percent of the illegal surcharges paid to the Hussein regime. The 
Subcommittee Minority Staff has not seen evidence showing that U.S. companies knowingly 
purchased Iraqi oil on which an illegal surcharge had been paid; in fact, U.S. companies typically 
included a clause in their contracts requiring a seller to provide a warranty that no surcharge had 
been paid. Countries in the rest of the world, including Europe, Asia and A frica, imported about 475 
million barrels for which about 48 percent of the illegal surcharges were paid, totaling about $1 10 
million. Ultimately, all of the surcharge payments went into the coffers of the Iraqi government, then 
under the control of Saddam Hussein. 

During the surcharge period, Bayoil became the largest provider of Iraqi oil imports into the 
United States, importing over 200 million barrels. At a time when other companies around the world 
were sharply decreasing their purchases of Iraqi oil due to Iraq’s surcharge demands, Bayoil 
increased both its total purchases and its share of Iraqi oil exports, at one point buying about 20 
percent of all Iraqi oil sold under the Oil-for-Food program. Bayoil bought this oil primarily from 
individuals and companies holding oil allocations which had been granted by the Iraqi government 
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or from companies contracting to load oil on behalf of those allocation holders. Bayoil acquired oil, 
for example, from Italtech, an Italian company owned by a business associate, Augusto Giangrandi; 
various Russian persons and entities, such as the Russian Presidential Council, Vladimir 
Zhirinovsky, the Liberal Democratic Party of Russia, Rosneft, Rosnefteimpex and SOVOIL; and 
various Middle Eastern persons and entities, including Al-Hoda International Trading, a front 
company for Iraq, EMIROIL, and the National Oil Wells Maintenance Company. 

Bayoil then sold the Iraqi oil primarily to U.S, oil companies and refineries which, in turn, 
sold refined petroleum products, like gasoline and heating oil, to American consumers. 

Bayoil fostered corruption ofthe Oil-for-Food program by facilitating the payment of at least 
$37 million in illegal surcharges to the Hussein regime on the oil it purchased; engaged in intensive 
lobbying efforts to influence the pricing of Iraqi oil and to oppose U.S. efforts to use that pricing to 
stop the illegal surcharges; and participated in an illegal trade boycott of Israel. Bayoil engaged in 
this misconduct for nearly two years, from 2000 to 2002, without attracting meaningful oversight 
from any U.S. agency. At the same time U.S. officials were urging the United Nations to institute 
pricing policies that would prevent the Saddam Hussein regime from imposing illegal surcharges, 
the United States was itself failing to ensure U.S. corporations such as Bayoil were not paying those 
surcharges. Last month, two years after the Oil-for-Food program ended, the United States indicted 
Bayoil for allegedly violating U.S. sanctions on Iraq, committing fraud, and engaging in a conspiracy 
to commit fraud, including by paying “millions of dollars in secret illegal surcharges to the 
Government of Iraq.” 

Khor ai-Amaya Oil Shipments. Saddam’s attempted corruption of the Oil-for-Food 
program through the imposition of illegal surcharges on the sale of Iraqi oil is a serious concern, but 
the Hussein regime obtained far greater illicit income through other schemes, some with the 
knowledge and tacit approval of the United States and other members of the U.N. Security Council. 
Although Saddam Hussein obtained about $228 million from the illegal surcharges, Iraq’s direct and 
open oil sales to Jordan, T urkey, Syria, and Egypt, generated 40 times as much illicit income - over 
$8 billion. These oil sales were in violation of U.N. sanctions and were known to the United States 
and other U.N. member countries, but little was done to stop them. The Iraq Survey Group, a U.S. 
sponsored group which conduct extensive review of the effect of U.N. sanctions on Iraq, has 
estimated that smalier-scale smuggling, which it euphemistically termed “Border and Private Sector 
Cash Sales,” provided the Hussein regime with another $ 1 .2 billion during the sanctions period. 

The United States was not only aware of Iraqi oil sales which violated U.N. sanctions and 
provided the bulk of the illicit money Saddam Hussein obtained from circumventing U.N. sanctions. 
On occasion, the United States actually facilitated the illicit oil sales, as happened in the Khor al- 
Amaya incident in 2003. This incident involves the largest single illicit sale of oil transported by 
ship out of Iraq during the sanctions period. Over several weeks in February and March 2003, Iraq 
loaded over seven million barrels of oil onto seven seagoing oil tankers at the port of Khor al-Amaya 
in Southern Iraq. In exchange for this oil, the Government of Jordan wired over $53 million in hard 
currency to bank accounts under the control of the Hussein regime on the eve of the American 
invasion. Each of these massive oil tankers docked at the Khor al-Amaya port, filled its tanks with 
Iraqi oil, and traveled through the Persian Gulf, with the full knowledge and acquiescence of the 
Maritime Interdiction Force, then under the command of a U.S. naval officer. When word of these 
oil shipments hit the press and an outcry arose about this apparent blatant violation of U.N. 
sanctions, the evidence indicates that the United States continued to allow the shipments to proceed. 

The oil loaded at Khor al-Amaya, which was supposedly intended to ensure an adequate 
supply for Jordan during a possible war, was sold by the Jordanian government at a signi ficant profit. 
The $53 million Jordan paid to Iraq just before the outbreak of the 2003 war was transferred to the 
Central Bank of Iraq, then under the control of Saddam Hussein. 

Oversight Failures. According to many experts, U.N. sanctions on Iraq were successful in 
their main objective of preventing Iraq from rearming and acquiring weapons of mass destruction. 
In testimony before the Senate in 2001 , for example. Secretary of State Colin Powell testified that, 
‘The purpose of [the U.N.] sanctions was to go after weapons of mass destniction.” He described 
the U.N. sanctions as “successful,” explaining that “Saddam Hussein has not been able to rebuild 
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hisarmy.... He has fewer tanks in his inventory today than he had lOyearsago. Even though we 
know he is working on weapons of mass destruction, we know he has things squirreled away, at the 
same time we have not seen that capacity emerge to present a full-fledged threat to us.” He 
concluded, “credit has to be given ... for putting in place a regime that has kept him pretty much in 
check.” 


At the same time, U.N. sanctions and the Oil-for-Food program were flawed. The flaws that 
enabled Saddam Hussein to amass billions of dollars in illicit income in violation of U.N. sanctions 
include Iraq’s ability during the sanctions period to conduct open and illicit sales of oil with its 
neighbors, facilitate smuggling across Iraqi borders, obtain illegal kickbacks on OFF contracts 
buying humanitarian goods, and obtain illegal surcharges on OFF contracts selling Iraqi oil.' The 
illegal surcharge payments and illegal Khor al-Amaya oil shipments addressed in this Report help 
illustrate the abuses that took place. They not only generated hard currency for Iraq in violation of 
U.N. sanctions, but also fostered a perception that the Oil-for-Food program was susceptible to 
corruption. 

This Report shows that, in some respects, U.N. and U.S. officials took effective action to stop 
Iraq’s illegal surcharge demands, in particular by setting Iraqi oil prices high enough to discourage 
the imposition and payment of surcharge amounts. But at the same time some U.S. officials were 
working with U.N. officials to devise effective pricing strategies, the United States was taking 
virtually no steps to ensure U.S. persons and companies were not paying Iraq the illegal surcharges. 
For example, Bayoil received minimal attention from the key U.S. agency charged with enforcing 
U.S, sanctions on Iraq, the Office of Foreign Assets Control (OF AC), despite Bayoil’s prominence 
in the Iraqi oil trade and information indicating that intermediary companies like Bayoil were the 
most likely conduits for the payment of illegal surcharges to Iraq, Questions raised by U.N. Oil 
Overseers about Bayoil’s OFF activities also produced no U.S. response. 

When asked about its lack of oversight regarding the surcharge issue in general and Bayoil 
in particular, OF AC told the Subcommittee that it had assigned a low priority to OFF enforcement 
activities in light of its other responsibilities, limited staff, and perception that the Oil-for-Food 
program was a U.N. responsibility. U.N. Resolution 661, which established the Oil-for-Food 
program, was clear, however, that while the United Nations assumed lead responsibility for 
managing the OFF program, U.N. member states - including the United States - retained the 
responsibility to enact laws imposing trade restrictions on Iraq and to ensure compliance by their 
nationals. OFAC’s failure to investigate Bayoil, review evidence of possible U.S. company 
involvement in Iraq’s illegal surcharges, or actively monitor U.S. persons doing business in Iraq 
represented an abdication of OFAC’s responsibility and an inappropriate attempt to shift the 
obligation to enforce U.S. sanction laws onto the United Nations. 

With respect to the Khor al-Amaya incident, the United States not only failed to exert any 
effort to stop the oil tanker shipments, it appears to have facilitated them, despite widespread 
recognition that the shipments were a blatant violation of U.N. sanctions. 

To protect future sanctions programs from similar types of abuses, the United Nations and 
its member states need to place a higher priority on building anti-corruption measures into sanctions 
programs, including assigning clear responsibilities for detecting and preventing corruption and 
pushing member countries to take appropriate enforcement action against nationals engaged in 
wrongdoing. Member states will also need to stop turning a blind eye to open violations of U.N. 
sanctions. On the part of the United States, OFAC must carry out its responsibility to police 
compliance by U.S. persons, including through anti-corruption oversight and active enforcement. 
In turn, it is up to the Administration and the U.S. Congress to provide OFAC with adequate 
resources to conduct meaningful sanctions oversight and enforcement. 


' See Figure 1 , “Illicit Iraqi Income 1991-2003,” chartpreparedbythe Subcommittee Minority Staff depicting 
these four sources of illicit income for the Hussein regime. 
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II. ILLEGAL SURCHARGES UNDER THE OIL-FOR-FOOD PROGRAM 

Within days of Iraq’s invasion of Kuwait in August 1990, the United Nations Security 
Council adopted Resolution 66 1 , imposing a broad economic and military embargo on Iraq. On the 
economic side, U.N. Resolution 661 directed that “all States shall prevent ... the import into their 
territories of all commodities and products originating in Iraq” and “the sale or supply by their 
nationals ... of any commodities or products” to Iraq.^ The same week. President George H.W. 
Bush issued executive orders declaring that Iraq posed an “unusual and extraordinary threat to the 
national security and foreign policy of the United States” and imposing a U.S. trade embargo on Iraq 
in accordance with U.N. sanctions.^ Implementing Federal regulations, issued by the U.S. Treasury 
Department’s Office ofForeign Assets Control (OFAC) which administers U.S. sanctions programs, 
prohibited U.S. individuals and companies from executing contracts or otherwise transacting 
business in commodities bought from or sold to Iraq unless authorized by a specific OFAC license."* 

Five years after the U.N. sanctions were first imposed, due to food and medicine shortages 
affecting ordinary Iraqis living under the trade embargo, the U.N. Security Council passed 
Resolution 986 authorizing the Iraqi government to sell oil under certain conditions. The primary 
conditions were that all Iraqi oil sale proceeds be deposited into an escrow bank account under U.N. 
control and these proceeds be used solely to purchase humanitarian goods, such as food and 
medicine, for the Iraqi people. In 1996, Iraq agreed to these terms, and the United Nations 
established the “Oil-for-Food” (OFF) program, administered by a newly established U.N. Office of 
Iraq Programme. U.S. sanctions regulations were modified to conform to the new OFF program; 
these regulations and other sanctions regulations related to Iraq remained in effect until May 2003, 
following the fall of the Hussein regime. 

Iraqi oil sales under the Oil-for-Food program began in December 1 996. During the program, 
Iraq sold over $65 billion worth of oil; the proceeds from these sales were deposited into a U.N.- 
controlled account at BNP Paribas bank. During the OFF program, the United States became the 
largest single consumer of Iraqi oil, importing about 1.2 billion barrels overall, which has been 
estimated at about 50 percent of all the oil sold by Iraq under the OFF program. 

Although some U.S. companies bought oil directly from Iraq in the first few phases of the 
OFF program, in subsequent phases Iraq imposed a policy which, in general, barred the issuance of 
Oil-for-Food oil contracts to U.S. companies or their affiliates.^ Instead, U.S. companies typically 
bought oil from individuals or companies who had been given Iraqi oil allocations or from 
companies which had contracted with an oil allocation holder to lift oil from Iraq. From 2000 to 
2002, Bayoil (U.S.A.), Inc. and its affiliates, operating out of Houston, Texas, became one of the 
largest importers of Iraqi oil into the United States. The Justice Department indictment of Bayoil 
and its principal officers charges that, during this period, Bayoil and its three principals also “agreed 
to pay, did pay, and caused to be paid millions of dollars in secret illegal surcharges to the 
Government of Iraq.”* 

In its efforts to import Iraqi oil into the United States, Bayoil and its officers failed to comply 
with U.S. laws and regulations and U.N. rules, engaged in an intensive lobbying effort to influence 


^ United Nations Security Council Resolution 661 (8/6/90). 

See Executive Orders 1 2722 (8/2/90) and 1 2724 (8/9/90). The President imposed the trade embargo using 
authority granted under the International Emergency Economic Powere Act, 50 U.S.C. §1701. Successive executive 
orders by subsequent U.S. Presidents continued diis trade embargo on Iraq until 2003. 

^ See 31 C.F.R.§575. 

^ See, e.g., Subcommittee Interview with SeniorHusseinRegime Official No. I (4/14/05); letter dated 5/22/02, 
from Bayoil’s legal counsel, Dickstein Shapiro Morin & Oshinsky LLP, to OFAC; letter dated 12/15/98, from Iraqi 
Ambassador to Russia Dr. Hassan Fifahmi Junta to Vladimir Zhirinovsky, Bates B AYOILUSA 009396 (apologizing that 
“Iraq cannot do any deals with American conpanies” and so cannot issue a contract to Bayoil to load oil allocated to 
Mr. Zhirinovsky); Comprehensive Report of the Special Advisor to the DCI on Iraq’s WMD, September 30, 2004 
(hereinafter cited as “ISG Report”), Annex B. 


United States v. Chalmers . Case No. S14)5>Cr. 59(DC) (USDC SDNY), Indictment (April 2005). 
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the official selling price of Iraqi oil and counter U.S, pricing efforts to stop illegal surcharges, 
participated in an illegal trade boycott of Israel, and facilitated the payment of at least $37 million 
in oil surcharges outside of U.N. control to the regime of Saddam Hussein. Bayoil engaged in this 
misconduct for nearly two years, from 2000 to 2002, without attracting meaningful oversight from 
any U.S . agency. At the same time U.S. officials were urging the United Nations to halt the payment 
of oil contract surcharges to Saddam Hussein, the United States was failing to police one of the most 
visible U.S. corporations engaged in the Iraqi oil trade. 

A. IRAQI OIL SURCHARGES 

Documents and interviews of former officials in the Hussein regime show that Iraq imposed 
illegal surcharges on oil contracts issued under the Oil-for-Food program over a two- year period, 
from September 2000 until September 2002, The surcharge amount varied over time, from a low 
of 10 cents to a high of 30-cents-per-barrel. Altogether, Iraq collected illegal surcharges totaling 
about $228 million, of which $118 million, or 52 percent, was paid on Iraqi oil shipments to the 
United States. 

Imposing the Surcharges. Subcommittee interviews with high ranking Iraqi officials under 
the Hussein regime confirmed that Saddam Hussein first decided to impose a surcharge on Oil-for- 
Food oil contracts after the Director of the Military Industrial Commission (MIC) told Saddam 
Hussein that commercial traders outside Iraq were making large amounts of money from trading in 
Iraqi oil.’ According to one senior Iraqi official, the MIC Director incorrectly advised Saddam 
Hussein that these profits amounted to about 1 0 percent of the oil price. Upset that traders were 
making so much money from Iraqi oil, Saddam Hussein then directed the Oil Ministry to recover 1 0 
percent of the sales price. 

One senior Iraqi official told the Subcommittee that both Saddam Hussein and the MIC 
Director fixed on the 10 percent figure because that was the same figure that had recently been 
agreed upon for the “fees” to be imposed on imports of humanitarian goods under the Oil-for-Food 
program. Although the Iraqi official stated that this was “clearly ridiculous” - the profit per-banel 
realized by oil traders generally amounted to a few cents per-barrel - he indicated that neither the 
MIC Director nor Saddam Hussein were familiar with the operation of world oil markets. 

Subcommittee interviews confirm that when the Oil Minister told Saddam Hussein that the 
oil markets would not bear a 10 percent surcharge, Saddam Hussein directed the Finance Minister, 
Hikmat Mizban Ibrahim a!-Azzawi, to watch over the Oil Minister and ensure he implemented the 
surcharge as directed. Subcortunittee interviews confirm, however, that the Oil Minister persuaded 
Saddam Hussein to convene a committee, consisting of Oil Minister Amir Rashid, Finance Minister 
Hikmat Mizban Ibrahim al-Azzawi, MIC Director Abd al-Tawab Mullah Huwaysh, Deputy Prime 
Minister Tariq Aziz, and Vice President Taha Yasin Ramadan, to determine the appropriate level 
of surcharges. According to one senior Iraqi official, it was following the decision of this committee, 
beginning in September 2000, that Iraq imposed a surcharge of 10-cents-per-barrel on all exports of 
Iraqi oil. SOMO records show that this 10-cent- per-barrel surcharge w'as imposed during the 
remainder of Phase VIII of the Oil-for-Food program, which meant from September through 
December 5, 2000. 

According to one senior Iraqi official, at a point in time after the 1 0-cent-per-barrel surcharge 
had been in effect for a while, the MIC Director suggested the surcharge be increased to $2-per- 
barrel. In response, another committee was formed and recommended a surcharge of 50-cents-per- 
barrel. hi mid-November, Iraq’s State Oil Marketing Organization (SOMO) informed prospective 
purchasers that, beginning December t , 2000, they would have to pay a 50-cent-per-barrel surcharge 
above the Official Sales Price (OSP) of Iraqi oil.* SOMO also informed its customers that the 


’ Subcommittee Interview witli Senior Hussein Regime Official No. 1 (4/14/05). See also ISG Report, Regime 
Strategic Intent, p. 38. 

* See, e.g., “Iraq Tells Customers to Pay Premium Outside ofUN Sanctions Regime,” IPR Strategic Business 
Information Database (11/16/00). 
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surcharge was to be paid into a designated bank account outside the control of the United Nations, 
and customers that refused to pay the surcharge would not receive allocations of oil. 

After a number of Iraq’s oil customers informed Iraqi officials that such payments would 
violate U.N. sanctions and, in any event, would make it uneconomical to purchase Iraqi crude, 
SOMO proposed an OSP for December that was widely recognized as substantially lower than the 
market price for Iraqi oil.’ Due to trade press articles and direct reports from oil buyers, however, 
the U.N. Oil Overseers were aware of Iraq’s attempts to collect the 50-cent surcharge, and refused 
to support SOMO’s below-market OSP proposal. 

In response, Iraq announced that it was suspending its December oil exports. “Iraq is free 
to set crude prices according to its own interests,” Deputy Prime Minister Tariq Aziz stated at the 
time. When Iraq’s customers “refuse these prices, exports stop in the absence of new contracts.”"’ 

In mid-December, Iraq and the United Nations came to an agreement on the OSP for the next 
month, and Iraq resumed pumping oil for export. Iraq also renewed its demand to its customers for 
the payment of a surcharge, but lowered the amount to 40-cents-per-barrel. 

On December 15, 2000, the U.N. 661 Committee issued a notice to all buyers of Iraqi oil: 

1) The sanctions committee has not approved a surcharge of any kind on Iraqi oil. 

2) Payments for purchasing Iraqi crude oil cannot be made to a non-UN account. 

3) Therefore, buyers of Iraqi oil shall not pay any kind of surcharge to Iraq." 

Prior to the imposition of the 50-cent surcharge, Iraqi oil sales amounted to approximately 
2.3 million barrels per day. According to a senior Iraqi official, after the imposition of the 40-osnt 
surcharge in January 2001, Iraqi oil sales dropped to about 300,000 barrels per day." The 
Subcommittee was told that, to increase oil sales, Saddam Hussein agreed to lower the surcharge." 
SOMO records show that the assessed surcharge was then lowered to 30-cems-pct-barrel for Iraqi 
oil being imported to North America and 25-cents-per-barrel for oil being imported to other 


’ Under the Oil-for-Food program, all Iraqi oil was sold according to an OSP set by the U.N. 661 Committee, 
a committee which had been established by the U.N. Security Council and tasked with implementing U.N. sanctions on 
Iraq, Under OFF procedures, SOMO had sole authority to propose an OSP for Iraqi oil for a specified rime period. 
SOMO was then required to present its proposal to the U.N. 661 Committee’s Iraqi oil experts, called Oil Overseers, 
who analyzed the proposal, discussed its pricing elements with SOMO, and attempted to reach agreement on the OSP. 
Based upon this discussion, SOMO would then present a proposed OSP to the U.N. 661 Committee, and the Oil 
Overseers would provide a positive or negative recommendation on whether the SOMO proposal represented a fair 
market price. If no U.N. 661 Committee member objected, the OSP became final and remained in effect until SOMO 
determined that the market had changed and a new OSP •was needed. If even one member of the U.N. 661 Committee 
objected to the proposed OSP, it would not go into effect and the prior OSP would continue. 

The OSP was generally set as a specified differential to one of the global benchmarks for oil pricing, such as 
Brent crude oil, which generally serves a benchmark for oil going to Europe and Africa; or West Texas Intermediate 
(WTI) crude oil, which serves as a benchmark for oil going to North America. Most OSPs were adjusted after about a 
month. All direct purchasers of Iraqi oil in a given time frame were required to pay the OSP for Iraqi oil obtained during 
the specified time frame. Those who bought Iraqi oil from the initial purchaser would typically pay a premium over the 
OSP to cover transportation, insurance, other costs, and a reasonable profit for the initial purchaser. In instances where 
market oil prices were falling, however, subsequent purchasers were sometimes able to buy the oil at a discount from 
the initial OSP. 

“Iraq Decides the Price of its Oil, Aziz Sa>^,” Aeence France Presse (12/3/00). While dramatic, this 
suspension may have had little practical effect, since Iraq’s custoir^rs were already refusing to purchase Iraqi oil as long 
as Iraq was demanding a 50-cent surcharge. 

' ' United Nations 661 Committee fax dated 12/15/{X), from the U.N. Oil Overseers to "Buyers of Iraqi Crude 
Oil," No. S/AC.25/2000/OIL/1 330/FAX. A copy of this communication was included in the documents produced by 
Bayoii, at Bates BAY04'01295. 

Subcommittee Interview with Senior Hu^ein Regime Official No. I (4/14/05). 

Id. 



847 


-7- 

locations.''' Iraq apparently also offered to give customers who had paid the higher 50- or 40-cent 
surcharges credit for any overpayment, so that they, in effect, paid the lower rate.” With the lower 
surcharges in place, Iraqi oil exports rose by mid-February 2001, nearly to pre-surcharge levels. 

SOMO documents show that the surcharge remained at the 30 and 25-cents-per-barre! rates 
for more than a year.”’ Following the end of the eleventh phase of the OFF program at the end of 
May 2002, SOMO lowered the surcharge rate, this time to 15 cents per-barrel for all locations.” 
Subcommittee interviews with senior Iraqi officials confirm that this step was taken to increase the 
volume of Iraq’s oil exports. '* These interviews also confirm that, at the end of Phase 1 2 of the Oil- 
for-Food program, Iraq decided to terminate the surcharges altogether. In September 2002, Iraq 
cancelled all surcharge assessments. 

Collecting the Surcharges. According to SOMO records,” fi-om September 2000 until 
September 2002, Iraq collected nearly 87 percent of the surcharges it assessed on OFF oil contracts.® 
The collected surcharges totaled about $228 million. 

One reason that SOMO’s collection rate was so high may have been the regime’s willingness 
to bar any person who failed to pay an assessed surcharge from obtaining anew oil allocation. The 
Subcommittee obtained evidence of several instances in which persons who failed to pay assessed 
surcharges did not receive further allocations. For example, when allocation holder "Vladimir 
Zhirinovsky failed to pay outstanding surcharges for an extended period of time, Iraq stopped 
providing him with allocations and a senior Iraqi official traveled to Russia to inform him: “Pay or 
get nothing.” He subsequently took action to satisfy the outstanding surcharges.^' In another 
instance, Samir Vincent, an Iraq-born American, obtained Iraqi oil allocations through his company 
Phoenix International LLC, and sold them to Chevron Products Company, a division of Chevron 
U.S.A. Inc.^^ SOMO records show that he incurred surcharges on the final two sets of oil 
allocations, which were purchased after Iraq had instituted its oil surcharge policy. According to 
SOMO documents, Phoenix paid a 1 0-cent surcharge assessed on the first set of allocations totaling 
$8,000, but failed to pay a $600,000 surcharge due on the second set of allocations. Phoenix 
apparently never received another allocation.” 

Using SOMO data, Table 1 summarizes the surcharge rates imposed by Iraq, the timeperiods 
during which they were imposed under the phases of the OFF program, and the total amount of 


” Undated SOMO document entitled “ Surcharge ." in Arabic, with English translation {hereinafter "SOMO 
Surcharge document”). 

” See "Iraq Decides the Price of its Oil, Aziz Says." Agence France Presse (12/3/00). 

” SOMO Surcharge document. 

” W. 

” See, e.g., Subcommittee interview ofSenior Hussein Regime Official No. 1 (4/14/05). 

” Both the Iraq SurveyGroup, which was sponsored by the United States and headed by David Kay and then 
Charles Duelfer, and the Independent Inquiry Committee, which is sponsored by the United Nations and headed by Paul 
Voicker, have examined and expressed support for the authenticity and reliability of the SOMO documents tracking oil 
contract surcharge payments. 

See SOMO Surcharge document, section entitled. "Fourth: Collecting the surcharge .” (“But through the quick 
efforts, $228 millions out of $263 millions were collected, which means the percentage of collection reached 87% after 
using all different methods of payment ....”). 

Subcommittee interview of former Vice President Taha Yassin Ramadan (4/18/05). For more information, 
see the Subcommittee Staff Report on Oil Allocations Granted to Vladimir Zhirinovsky (5/17/05). 

“ OnJanuary 18 . 2005, Mr. Vincenlpledgnillytoillegallytrading with and lobbying for the Iraqi Govemmenl 
while Iraq was subject to U.S. and U.N. sanctions. United States v. Vincent . Criminal Case No. OS Cr. 59 DC (USDC 
SDNY 1/18/05), Information. 


ISG Report, Annex B. 
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surcharges that were assessed and actually collected by the Iraqi government from September 2000 
to December 2002. 


Table 1 : Iraqi Oil Surcharges: Assessed and Paid 


U.N. 

OFF 

Phase 

Dates 

Surcharge 
Rate Assessed 
by Iraq (per 
barrel) 

No. of Barrels 
Exported 

Total Surcharges 
Assessed (S) 

Total 

Surcharges 
Paid (S) 

8 

liiiM 


185,618,057 

18,561,738 

11,196,656 

m 

MUM 

30^ to U.S. 

250 to other 

291,996,437 

81,587,779 

72,186,784 

B 

4 July 01 - 
30 Nov. 01 

300 to U.S. 

250 to other 

301,187,733 

85,669,148 

82,170,996 

m 

1 Dec.O! - 
29 May 02 

300 to U.S. 

250 to other 

228,943,384 

64,059,424 

53,959,301 

B 

30 May 02 - 
4 Dec. 02 

15(1 

89,330,504 

13,399,576 

8,514.578 

Totals 

1 Sept 00 - 
4 Dec. 02 


1,097,076,115 

263,277,666 

228,028,316 


Table 1. Between September 2000 and December 2002, Iraq collected over $228 million in illegal 
surcharges. Data source: SOMO records. 


Surcharges on U.S. versus Non-O.S. Iraqi Oil Shipments. A further analysis of available 
data yields an estimate that over half of the illegal surcharges paid to Iraq, $118 million, were paid 
on Iraqi oil shipments sent to the United States. 

This information can be derived from the SOMO records showing the amount of surcharges 
collected on Iraqi oil exports during each phase of the OFF program, and U.S. Energy Information 
Administration (EIA) data showing the amount of Iraqi oil imported into the United States during 
each of the relevant time periods. Altogether, from September 2000 to September 2002, about 525 
million barrels of Iraqi oil were imported into the United States. Multiplying the total number of 
barrels imported into the United States during each phase of the OFF program by the surcharges 
assessed and collected barrels on oil destined for North America during each phase yields an 
estimated surcharge total of approximately $118 million.” That means over half of the total 
surcharges collected by Iraq - $118 million out of a total of $228 million or 52 percent - were 
collected on Iraqi oil shipped to the United States. 

The same data indicates that, during the surcharge period, about 475 million barrels of Iraqi 
oil were exported to Europe, Asia, and Africa; and a total of about $ 1 1 0 million in surcharges was 
paid to Iraq by the initial purchasers of this oil. This $ 1 10 million represents about 48 percent of the 
$228 million in illegal surcharges collected by Iraq on oil contracts issued under the Oil-for-Food 
program. Figure 3 at the end of this Report depicts the relative amounts of illegal surcharges 
collected by the Hussein regime during the Oil-for-Food program for Iraqi oil exported to both U.S. 
and non-U.S. locations.” 

Paying the Surcharges. The Hussein regime required the initial purchasers of Iraqi oil - 
the oil allocation holders - to pay the assessed surcharges. Several methods of payment were used. 
According to SOMO documents, most surcharges were paid with wire transfers sent to bank 


For purposes of this estimate, overall surcharge rates for each phase were adjusted to reflect the extent to 
which surcharges were assessed but not fully paid. 


’’ See Figure 3, “Illegal Surcharges on Iraqi Oil: Amounts Paid by Final Destination 2000-2002.“ 
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accounts designated by the Iraqi government in the A! Ahli Bank in Oman, the French Bank in 
Lebanon, the Sardar Bank in Lebanon, the Central Bank of Iraq in Baghdad, or the Baghdad branch 
of the Rafidian Bank, which is a bank owned by the Iraqi government.^'’ In other cases, cash 
payments were delivered to Iraqi embassies in Moscow, Athens, Cairo, Ankara, Yemen, Vietnam, 
Malaysia, Rome, Vienna, Damascus, and Geneva; these deposits were then transported to the Central 
Bank of Iraq by diplomatic courier. The Iraqi front company of AlWasel & Babel, headquartered 
in the United Arab Emirates, also received surcharge payments. In one unusual instance, an oil 
allocation holder, Vladimir Zhirinovsky, satisfied his surcharge obligations by transferring ownership 
of a building in Moscow to the Iraqi embassy,^’ 


B. BAYOIL AND IRAQI SURCHARGE PAYMENTS 

From 2000 to 2002, Bayoil bought over 200 million barrels of Iraqi oil for which at least $37 
million in illegal surcharges were paid to the government of Saddam Hussein. Bayoil then sold this 
oil primarily to U.S. oil companies and refineries, obtaining reimbursement of its costs. 

1. Bayoil in General^* 

Bayoil (USA), Inc. is incorporated in Delaware, based in Houston, Texas, and owned by 
David B. Chalmers, Jr., who is the company’s sole shareholder.® Bayoil Supply & Trading Ltd. is 
incorporated in the Bahamas, based in Nassau, and owned by Mr. Chalmers who, again, is the 
company’s sole shareholder.^® Other Bayoil affiliates include Bayoil, S.A., a Swiss corporation 
which is also wholly owned by Mr. Chalmers,®' and Bayoil Technologies which is apparently a 
corporation formed in Luxembourg.®® 

The Bayoil companies (hereinafter “Bayoil”) appear to have operated with a relatively small 
number of key personnel. The principals were Mr. Chalmers, a U.S. citizen living in Houston, 
Texas; John Irving, a British citizen based in London, England; and Ludmil Dionissiev, a Bulgarian 
citizen and U.S. permanent resident residing in Houston, Texas. In addition, Augusto Giangrandi, 
a sometime resident of Florida with dual citizenship in Chile and Italy, has served as chairman of 
the Bayoil company in the Bahamas and as a Bayoil agent in various oil sales.®® During the periods 
relevant to this investigation, these and other individuals worked together to help Bayoil purchase 
Iraqi oil and sell it primarily to oil companies and refineries in the United States and Europe. In 
April 2005, Bayoil (USA), Inc., Bayoil Supply & Trading Ltd., and Messrs. Chalmers, Irving and 
Dionissiev were indicted in the United States for violating U.S. restrictions on doing business with 
Iraq, conspiracy to commit wire fraud, and wire fraud.®* 


SOMO Surcharge document. 

’’ Id. For more information, see Subcommittee Staff Report on Oil Allocations Granted to Vladimir 
Zhirinovsky (5/17/05). 

During its investigation, the Subcommittee attenqjted to interview Bayoil personnel, 'without success. The 
Subcommittee was able, however, to obtain and review a significant number of Bayoil documents, which were then 
compared with other documents and evidence collected during the investigation. 

See United States v. Chalmers. Case No, S1-05 Xt. 59(DC) {USDC SONY), Indictment. 

M- 

See letter dated 8/8/97, from Bayoil’s legal coumel, Dickstein, Shapiro Morin & Oshinsky LLP, to OFAC. 

See “Dealing With Saddam’s Regime: How Fortunes Were Made In Iraq Through The UN’s Oil-For-Food 
Programme,” Financial Times (4/8/04). 

See, e.g., letter dated 9/9/99, from Augusto Giangrandi, as Chairman of Bayoil Supply & Trading Ltd., to 
the Iraq Ministry of Oil, SOMO, Bates SNT045424. This letter is signed before a notary public. 


See United States v. Chalmers. Case No. Sl-05-Cr. 59(DC) (USDC SONY), Indictment. 
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Z. Bayoil and Iraq 

Bayoil has a long history, extending over 20 years, of buying and selling Iraqi oil. In fact, 
Bayoil was the second company to lift Iraqi oil when Iraqi exports resumed at the beginning of the 
Oil-for-Food program in December 1996.’* In later phases of the program, due to Iraq’s genera! 
policy against issuing OFF oil contracts to U.S. companies, Bayoil did not contract directly with Iraq, 
but typically bought oil from either oil allocation holders or intermediary companies which had 
agreed to lift oil for an allocation holder. 

During the OFF program, Bayoil became the largest source of Iraqi oil imports into the 
United States, and touted this fact. In July 1998, for example, a Bayoil trader wrote; “There is 
absolutely no doubt, and it is internationally acknowledged that Bayoil is the prime supplier of Iraqi 
oil to the United States.”** A 2003 memorandum sent by Bayoil to the U.N. Office of Iraq 
Programme stated: “Bayoil has been the largest shipper/marketer of Iraqi crude’s to the U.S. since 
the oil began, mostly under contract from a wide range of S.O.M.O. allocation holders.” Citing the 
company’s shipment of 8 million barrels in February 2003, and 7 million barrels in March, Bayoil 
wrote that it was providing “40-60% of the U.S. deliveries, a market share consistent with our 
activities during typical periods since the program[’]s inception.”*’ 

A brief review of Bayoil’s relationship with Iraq shows why it was able to become a 
prominent supplier of Iraqi oil to the United States. 

Oil-For-Cluster Bombs. One of Bayoil’s most important connections to the Iraqi Oil 
Ministry dates back to at least the mid 1980s, when the company performed akey role in transactions 
that enabled Iraq to obtain cluster bombs for use against Iranian troops in the Faw Peninsula during 
the Iran-Iraq war. During the 1980s and its war against Iran, Iraq purchased hundreds of millions 
of dollars in cluster bombs and other weapons from Carlos Cardoen, a notorius Chilean arms 
manufacturer.** In 1 983, Mr. Cardoen hired Augusto Giangrandi, a dual national of Chile and Italy 
and a resident of Florida, to ship zirconium from the United States to Chile for use in the 
manufacture of cluster bombs, the vast majority of which were then sold to Iraq. In his application 
to the U.S. Department of Commerce for an export license for the zirconium, Mr. Giangrandi falsely 
stated that it would be used for mining explosives in Chile. 

Iraq incurred large debts from purchasing these weapons. Beginning in 1 985, Mr. Giangrandi 
frequently traveled to Iraq on behalf of Cardoen Industries in order to collect on the debts and 
develop new business. Documents obtained by the Subcommittee describe how, on one such trip 
to Iraq in the mid-1980s, Mr. Giangrandi brought Bayoil into a deal to help Iraq satisfy its debts to 
Cardoen.*’ Mr. Giangrandi and David Chalmers of Bayoil negotiated an agreement with SOMO to 
finance Iraq’s weapons purchases, in part, with oil instead of cash. According to the agreement, 
Bayoil would lift a quantity of oil, pay Iraq for only a portion of the value of the oil, and pay Cardoen 


** See “First Iraqi crude loading completed, vessel .sales.” Platt’s Qilgram Price Report 112/19/961. Another 
U.S. company, the Coastal Corporation, was the first to lift Iraqi oil under the Oil-for-Food program, Id- 

Letter dated 7/1 3/98, from Ludmil Dionissiev of Bayoil to Zia Bajaev of Gruppa Alliance, Bates BAY04- 

01481. 


” Memorandum dated 3/1 3/03, from David Chalmers ofBayoil to U.N. Office of Iraq Programme, with a copy 
to the U.S. State Department, Bates BAY 04-01288-91. 

** “Santiago Journal: Is He ‘Merchant of Death’ or Scapegoat for U.S,?." New York Times 15/15/93) (U.S. 
Customs Commissioner Carol Hallett is quoted calling him “a ‘black widow' spider with a web of companies and bank 
accounts that ‘circled the entire giobe.’”) See also, e.g., “Dealing With Saddam’s Regime: How Fortunes Were Made 
In Iraq Through The UN's Oil-For-Food Programme,” Financial Times (4/8/04). 


Documents under seal in Subcommittee fites. 
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the balance. Iraq would thereby reduce its weapons debt by the amount paid by Bayoil to Cardoen. 
This arrangement, in effect, allowed Iraq to trade oil for cluster bombs.'’^ 

In the years following the agreement, Iraq entered into multiple contracts with Bayoil to ship 
Iraqi oil, and Bayoil became the largest single importer of Iraqi oil into the United States/’ Over the 
years, Bayoil also maintained ties to Mr. Giangrandi, who became a key contact in its dealings with 
Iraqi officials.‘‘^ 

At the same time, Mr. Giangrandi was mmntaining his ties with Mr. Cardoen. In the summer 
of 1 990, the U.S. Department of Commerce began an investigation into reports that Mr. Giangrandi 
was seeking an airworthiness certificate for a Bell 206 Long Range helicopter for export to Mr. 
Cardoen.'*^ The Commerce Department believed that the helicopter was a prototype that would later 
be modified for military use and then sold to Iraq. According to the Department of Commerce, 
“Because of the August 1 990 Iraqi invasion of Kuwait, the possibility of illegal exports to Iraq, and 
the [information about Mr. Giangrandi’s intent to export helicopters to Mr. Cardoen],” the U.S. 
Department of Commerce’s Office of Export Enforcement (OEE) initiated an investigation into the 
broader relationship between Mr, Giangrandi, Mr. Cardoen, and illegal arms sales to Iraq.'*'^ In 1 994, 
the OEE notified Mr. Giangrandi of its intention to initiate an administrative action against him 
based on allegations that, between 1983 and 1988, Mr. Giangrandi had conspired with Mr. Cardoen 
and others to export U.S. origin zirconium from the United States to Chile contrary to the terms of 
the export licenses.'’^ 

On September 15, 1994, Mr. Giangrandi and the Commerce Department entered into a 
consent agreement which barred Mr. Giangrandi from participating in any transaction involving U.S. 
exports for a period of ten years.^® In 1 995, the United States indicted Carlos Cardoen, his Chilean 
company, and others for export violations related to the zirconium transactions.^’ Mr. Giangrandi, 
who was not named as a defendant, signed a cooperation agreement and testified as a government 
witness in the case.'** 


See also “Bayoil Returns to Prominent Place Selling Iraqi Crude,” Platts Oileram News 112/17/961. 


Document under seal in Subcommittee files. Prior to Iraq’s invasion of Kuwait, Bayoil was lifting about 
250,000 barrels per day of Iraqi oil. See “Bayoil Rewms to Prominent Place Selling Iraqi Crude.” Platts Oileram News 
(12/17/96). 

During the 1980s, Mr. Giangrandi apparently deepened his relationship with Iraq through additional arn« 
deals. For example, according to the Financial Times . “In 1 989 Mr. Giangrandi and Mr. Cardoen acquired Cosmos, an 
Italian manufacturer of mini-subrrHrines, The Iraqi navy was interested in their suitability and Mr. Giangrandi says he 
signed an agreement to sell three of them to Baghdad. The first Gulf war intervened and the submarines were never sold. 
But Mr. Giangrandi had made some powerful Iraqi friends.” “Dealing with Saddam’s Regime: How Fortunes Were Made 
In Iraq Through The UN’s Oil-for-Food Programme,” Financial Times (4/8/04). 

See “Enforcement Case Histories: Anatomy Of A Successful Investigation,” Bureau of Industry and Security, 
U.S. Commerce Department at www.bxa.doc.eov/Enforcement/CaseSummaries/CarlosCardoen.html . 

"" M- 

The export of zirconium from the United States to Chile for use in the manufacture of cluster bombs also 
violated a U.S. arms embargo against Chile in place at the time. 

In re Aueusto Giacono Giangrandi Valenzuela . 59 FR 48595 (9/22/941. The last 5 years of the denial period 
were suspended, with the possibility of waiver if Mr. Giangrandi met his obligations to the U.S. Government and 
committed no new violations of the Export Administtation Act. 

See U.S. V. Cardoen . 89S F. Supp. 1563 (S.D, FI. 1995), 

Only three defendants acttjally appeared in court. The other defendants, including Mr. Cardoen, avoided 
arrest and remain fiigilives. At the Cardoen trial, the defendante argued unsuccessfully that Mr. Cardoen had been 
cooperating with the U.S. Central Intelligence Agency (CIA) which had supported the supply of weapons to Iraq during 
the Iraq-Iran war, alleging that: “The CIA exercis^I actual govemnwntal authority to covertly sanction the export 
transactions that gave rise to the indictment.” ]d. at 1575-7. In addition to testifying at this trial, Mr, Giangrandi also 
agreed to cooperate in three other cases involving weapoiK «iles to Iraq, 
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In the late 1990s, after his exclusion from U.S. export transactions, Mr. Giangrandi turned 
to other business ventures, at times participating in transactions involving Iraqi oil and Bayoil In 
1 994, for example, he sold a company he had founded with Mr. Cardoen, called Cosmos, to Bayoil 
Technology.® During the first half of 1999, in connection with a Bayoil transaction to lift oil 
allocated to a Russian politic! an, Vladimir Zhirinovsky, Bayoil paid a 1 7-cent-per-barrel commission 
to United Management, a Chilean firm owned by Mr. Giangrandi.* Later in 1999, in his capacity 
as chairman of Bayoil Trading & Supply in the Bahamas, Mr. Giangrandi participated in negotiations 
with SOMO to obtain significant oil allocations for Bayoil.*' Around the same time, Mr. Giangrandi 
registered with the United Nations an Italian company he had formed earlier, called Italtech, so that 
it could purchase oil under the OFF program. In 2000, when other companies were reducing their 
oil purchases due to Iraq’s surcharge demands, Mr. Giangrandi won oil allocations for Italtech 
totaling 37 million barrels. Over the next six months, Mr, Giangrandi, through Italtech, sold about 
34 million of those barrels to Bayoil for export to the United States, while also paying illegal 
surcharges to the Iraqi government, as described below. 

3. Bayoil and Surcharges 

Bayoil was an active participant throughout the Oil-for-Food program, from 1 996 to 2003, 
first buying millions of barrels of Iraqi oil directly from Iraq and then from a variety of oil allocation 
holders and intermediary companies. It bought oil from Mr. Giangrandi’s company Italtech; from 
a host of Russian officials, political parties, and companies such as Vladimir Zhirinovsky, the 
Russian Presidential Council, Rosneft, Rosnefteimpex, and SOVOIL; and from various Middle 
Eastern individuals, organizations, and companies, including Al-Hoda International Trading, a front 
company for the Hussein regime; EMIROIL; and the National Oil Wells Maintenance Company; 
as well as from others.® 

During the surcharge period from September 2000 to September 2002, when other companies 
were decreasing their purchases of Iraqi oil due to Iraq’s demand for surcharges, Bayoil took the 
opposite course and increased both its purchases and its share of Iraqi oil exports. For example, just 
prior to Iraq’s imposition of the 30-cent surcharge in early 2001, Bayoil was lifting approximately 
10-12 percent of Iraq’s oil production; after the imposition of the 30-cent surcharge Bayoil’s share 
nearly doubled, to about 20 percent of Iraq’s oil exports.** 

Bayoil also increased its share of Iraqi oil exports to the United States. From the beginning 
of the imposition of surcharges in September 2000, Bayoil increased its share of U.S, imports from 
around 40 percent of all Iraqi oil imported into the United States to over 60 percent in a number of 
the following months.* Bayoil’s increased activity also significantly increased the percentage of 
Iraqi oil production sold to the United States.” 


See, e.g., “Dealing With Saddam’s Regime: How Forftmes Were Made In Iraq Through The UN’s Oil-For- 
Food Programme,” Financial Times (4/8/04). 

See Subcommittee StaffReport on Oil Allocations Granted to Vladimir Zhirinovsky (5/17/05). 

See, e.g., letter dated 9/9/99, from Augusto Giangrandi, as Chairman of Bayoil Supply & Trading Ltd., to 
the Iraq Ministry of Oil, SOMO, Bates SNT045424. This letter is signed before a notary public. 

See Appendix to this Repon, “Iraqi Oil Cargoes Bought by Bayoil for US Market on which a Surcharge was 
Paid, September 2000 - March 2002.” 

” See Figure 4 which shows, for example, that in December 2001, Bayoil lifted approximately 21 percent of 
Iraq’s total oil production. Figure 4 , “Bayoil Cargoes as Percent of Iraq Oil Production July 1999 - April 2002.” See 
also Memorandum dated 3/1 3/03, from David Chalmere of Bayoil to U.N. Office of Iraq Programme, with a copy to the 
U.S. State Department, Bates BAY 04-01288-91, at 1289. 

See Figure 5, “Bayoil Cargoes as Percent of U.S. Imports from Iraq January 2000 - April 2002.” This 
significant increase in Bayoil's share of the U.S. market was mostly due to the large decrease in the volume of Iraqi oil 
purchased by other U.S. oil companies following the in^sition of the 50- , 40-, and 30-cent surcharges. 


See Figure 6, “Percent of Iraqi Oil Production Inerted by U.S. 1999-2002.” 
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During the surcharge period, Bayoil bought over 200 million barrels of Iraqi oil. It acquired 
this oil from allocation holders or intermediary companies. In many instances, however, Bayoil 
assumed all of the commercial risks normally associated with direct purchases of oil: Bayoil 
provided the letters of credit for the initial purchase of the Iraqi oil; Bayoil chartered the vessels to 
load the Iraqi oil; Bayoil scheduled the loading dates and times with SOMO; and Bayoil incurred any 
demurrage charges from delays in loading the oil. The allocation holders and intermediary 
companies that sold cargos to Bayoil typically assumed no commercial risks, even though, on paper, 
they made the initial oil purchase. In these cases, Bayoil typically paid a commission to the 
allocation holder, the intermediary, or both, in amounts that ranged from a few cents to as much as 
40-cents-per-barrel.^^ The presence of intermediary buyers and sellers who assumed no commercial 
risk was unprecedented in the oil markets.” 

Iraq required the holders of Iraqi oil allocations to ensure that assessed surcharges were paid. 
However, an allocation holder required to pay a 30-cent surcharge to Iraq would likely have made 
little or no profit ~ and perhaps would have even incurred a net financial loss - unless that allocation 
holder could pass on the cost of that surcharge to the next buyer of the oil, such as Bayoil. It is 
reasonable to conclude that allocation holders would not have agreed to transactions in which they 
would lose money, since that would have defeated the whole point of the oil allocation. The more 
likely arrangement was that Bayoil was informed of the required surcharges and either paid them 
directly or reimbursed the allocation holder for paying them. 

The recent Federal criminal indictment of Bayoil alleges just that type of arrangement: 

[BAYOIL] agreed to pay, did pay, and caused to be paid millions of dollars in secret 
illegal surcharges to the Government of Iraq. These secret illegal surcharge payments 
covered oil purchased from in or about mid-2000, up to and including in or about 
early 2001 by CHALMERS and the BAYOIL COMPANIES from a foreign company 
that was operated by co-conspirators named as defendants herein (the “Foreign 
Company”) and whose operations were funded almost exclusively by CHALMERS 
and the BAYOIL COMPANIES. To conceal these illegal surcharge payments, 
CHALMERS agreed to pay the Foreign Company inflated commission prices on the 
original transactions, with the knowledge and expectation that the Foreign Company 
would then make the surcharge payments to the Government of Iraq.^® 

Using SOMO and Bayoil records, the Subcommittee Minority Staff has calculated that, 
during the surcharge period, Bayoil paid, either directly or indirectly, illegal surcharges on Iraqi oil 
purchases of at least $37 million. Both SOMO and Bayoil kept detailed records of their transactions, 
copies of which were obtained and analyzed by the Subcommittee. Certain SOMO records specify 
the amount of surcharges that were assessed and actually paid by each allocation holder who lifted 
Iraqi oil; these records also provide the U.N. contract approval number that each such allocation 
holder obtained in order to purchase the oil under the OFF program. Bayoil records identify each 
company from which it purchased each cargo of Iraqi oil; for most of these cargoes Bayoil records 
also identify the U.N. contract number under which the oil was lifted.” By using the U.N. contract 
numbers that appear in both sets of records, the Subcommittee Minority Staff was able to match 
specific surcharge payments to individual Bayoil cargoes. A listing of each of these cargos, the 
persons involved in buying or selling the cargo, and the associated surcharge payments made to the 
Iraqi government appears as an Appendix to this Report. This Appendix identifies 102 cargoes 


See, e.g., Bayoil’s handling of oil allocations provided to Vladimir Zhirinovsky, as explained in the 
Subcommittee Staff Report on Oil Allocations Granted to Vladimir Zhirinovsky (5/17/05). 

Subcommittee interview of U.N. Oil Overseer (5/3/05). 

United States v. Chalmers . Case No. SI 05 Cr. 59 (USDC SONY), Indictment. 

Due to the refusal of Bayoil employees to provide interviews, the Subcommittee Minority Staffhas been 
unable to verify the accuracy and completeness ofthe Bayoil records provided to the Subcommittee. The Bayoil records 
provided to the Subcommittee do, however, appe^ internally consistent and do not appear to have been altered from their 
original form. They also appear consistent widj die SOMO records and with other information obtained by the 
Subcommittee. 
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purchased by Bayoil during the surcharge period, and the total of all the listed surcharge payments 
associated with these cargos is at least $37 million. 

In addition, for each cargo of oil purchased from Iraq, Bayoil records identify the costs it 
incurred associated with that cargo, the company or companies to which Bayoil sold the oil, and the 
funds obtained from the sale or sales. Presumably, in each case, Bayoil sought to sell the cargo for 
more than Bayoil had paid to obtain it. To the extent Bayoil was profiting from its transactions in 
Iraqi oil, Bayoil would have included all of its transactional costs in the sales price - the cost of the 
oil, shipping costs, insurance costs, trading costs, and administrative costs, as well as any legal or 
illegal fees or surcharges. In other words, Bayoil would have “passed on” the cost of the surcharge 
(as opposed to the surcharge itself) to the next purchaser of the Iraqi oil. This analysis assumes, 
therefore, that the additional costs due to any surcharges paid were passed on by Bayoil to 
subsequent buyers during the surcharge period. 

As explained above, the Subcommittee Minority Staff used Bayoil and SOMO records to 
estimate the amount of surcharges that were paid or financed by Bayoil with respect to Iraqi oil sold 
to U.S. and other companies during the surcharge period. Table 2 indicates the extent to which the 
$37 million in surcharge costs were likely passed on to particular companies that purchased oil from 
Bayoil. 

Table 2 : Companies Most Likely Affected by Bayoil’s Surcharge Payments for Iraqi Oi! 


Oil Company 

Amount of Oil 
Purchased from Bayoil 
(barrels) 

Cost of Bayoil Surcharge 
Payment “Passed on” to 
Bayoil Customers 

Alon USA 

24,313,123 

$981,725 

Diamond 

3,403,526 

$956,082 

Equiva (Shell) 

5,126,603 

$1,141,912 

Exxon 

15,078,007 

$2,366,466 

Koch 

4,954,401 

$1,294,619 

Lyondell 

2,895,482 

$834,082 

Marathon 

8,081,973 

$2,267,989 

Premcor 



Premcor 

9,664,533 

$1,393,957 

PACC 

12,286,095 

$2,517,969 

Clark 

22,649,307 

$1,354,224 

Tosco 

5,097,458 

$954,854 

Valero 

44,833,563 

$11,946,864 

Other 

45,808,761 

$8,866,197 

TOTAL 

204,192,735 

$36,876,940 


Table 2. Bayoil financed at least $37 million in illegal surcharge payments on exported 
Iraqi oil, and then sold the oil to U.S, and other oil companies. 

Data source: SOMO Surcharge document; Bayoil records. 


The Subcommittee Minority Staff has not seen any evidence showing that any U.S . company 
knowingly purchased Iraqi oil from Bayoil for which an illegal surcharge had been paid. In fact, 
U.S. companies purchasing Iraqi oil typically included a clause in their contracts requiring the seller 
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to provide a warranty that no surcharges had been paid to Iraq in connection with the oil being sold. 
A typical warranty clause that appeared in Bayoil contracts reads as follows: 

“Seller warrants that the crude oil sold to buyerpursuant to this contract was obtained 
pursuant to all necessary approvals and in accordance with all applicable procedures 
of the United Nations (U.N.) Resolution 986 and the U.N. Security Council 
Committee established by SCR 661 (1990). Seller also warrants that the provision 
of all applicable U.N, Resolutions have been complied with, including, without 
limitation, SCR 986 (1995), SCR 1111 (1997), SCR 1143 (1997) and SCR 661 
(1990). Seller specifically warrants that no surcharge or other payment was made to 
SOMO by the seller, or to Seller’s knowledge by any third party, outside the U.N. 

Escrow Account in obtaining the crude oil sold to buyer hereunder. Seller agrees to 
indemnify and hold buyer harmless from and against any loss ... arising out of or in 
connection with a breach of any of the warranties contained herein.”® 

To the extent that Bayoil paid surcharges on the oil sold to these companies or knew of the payment 
of such surcharges by third parties, Bayoil was likely in breach of this warranty. 

4. Bayoil and Italtecb 

Becauseit was a key supplier of Iraqi oil to Bayoil during the surcharge period, Italtech, the 
company controlled by Augusto Giangrandi, merits additional examination. Italtech apparently 
renewed its working relationship with Bayoil to purchase Iraqi oil in or around 1999. When the 
surcharge period began in September 2000, Italtech, like Bayoil, took advantage of other companies’ 
reluctance to buy oil for which surcharges were demanded and significantly increased its 
participation in the Iraqi oil market. And, unlike Bayoil, as an Italian company, Italtech was able to 
convince SOMO to provide it with both oil allocations and direct contracts to lift the oil. According 
to one senior Iraqi official, Italtech was able to obtain an unusually large allocation near the end of 

2000, because the Iraqis were “kissing feet to lift oil” when the surcharges were first imposed.*' 

During Phase 9 of the OFF program, which took place from December 5, 2000 until June 3, 

2001, Italtech lifted, in total, more than 37 million barrels of Iraqi oil, which was the largest amount 
lifted by any company during any single phase of the entire OFF program.® It sold about 34 million 
of these barrels to Bayoil. 

Beginning in 1999 in Phase 8 of the OFF program, Bayoil and Italtech accelerated their 
working relationship, and in Phase 9, Italtech became Bayoil’s primary supplier of oil. In May of 
1999, for example, Bayoil characterized Mr. Giangrandi as the company’s representative in 
Baghdad.® In September, as mentioned earlier, Mr. Giangrandi sent a letter to SOMO in which he 
presented himself as Chairman of Bayoil (Bahamas)." In December 1 999, after having “had a word 
with Baghdad” and determined “it is to our benefit to state that the two companies are connected,” 
Italtech wrote a letter to SOMO and the Oil Ministry, addressed “To Whom it May Concern,” 
stating: “We write to confirm that Bayoil LTD and Italtech SRI are sister companies with common 
directors.”® 


^ See, e.g., warranty clauses at Bales BAY04-00840 and BAY04-00855. 

Subcommittee interview of Senior Iraqi Official No. 1 (4/1 5/05). 

“ Italtech also received an allocation of 3.1 million barrels in Phase 8. SOMO Surcharge document. 

See, e.g., fax dated 5/27/99, with no transmission indications, from David Chalmers of Bayoil to United 
European Bank, Geneva (“As per our previous discussion, Augusto Giangrandi is now representing the company in 
Baghdad.’’). 

^ See, e.g., letter dated 9/9/99, from Augusto Gianpandi, as Chairman of Bayoil Supply & Trading Ltd., to 
the Iraq Ministry of Oil, SOMO, Bates SNT045424. 

Fax dated 10/27/99, from Hobi Sabih to LucioMoriconi of Italtech, Bates lT-02401 (incorporating text of 
letter from Italtech). 
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The nature of the working relationship between Bayoil and Italtech is illustrated by a general 
revenue sharing agreement they executed in Deconber 2000, at the outset of Phase 9.^^ Essentially, 
this agreement provided that, in exchange for making a commission-like payment to Italtech not to 
exceed 20-cents-per-barrel, Bayoil would buy any and all of the oil that Italtech obtained from Iraq, 
and arrange to load, transport, and sell it on the world market.^’ Under this arrangement, Italtech 
obtained the oil allocation from Iraq, signed the contracts with the United Nations to lift the oil, sold 
the oil to Bayoil, and Bayoil then assumed all of the commercial risks and expenses involved in 
actually loading, transporting, and selling the oil ® Once the United Nations actually approved the 
issuance of Contract No. M/09/07 to Italtech giving it the right to lift millions of barrels of Iraqi oil, 
Bayoil and Italtech entered into a more specific purchase/sale agreement stating that Bayoil would 
buy the oil under this contract from Italtech and pay Italtech a fee of S-cents-per-barrel.*'^ 

Bayoil records indicate Bayoil paid Italtech a total of more than $10 million in per-barrel 
commission fees during Phases 8 and 9 of the OFF progmm.’® While the purchase agreement for 
Phase 9 indicated that Italtech’s commission was 8-cents-per-barrel, Bayoil appears to have paid 
Italtech substantially more, about 28-cents-per-barrel, on a number of contracts for which an illegal 
surcharge was assessed. 


^ Bayoil document entitled, “Revenue Sharing Agreement,” dated 12/27/00, signed by August© Giangrandi 
for and on behalf of italtech S.r.l. and by David Chalmers, Jr., for and on behalf of Bayoil Supply & Trading Ltd., Bates 
SNT 045541. Bayoil and Italtech had revenue-sharing agreements in prior phases as well. 

The key provisions in the revenue sharing agreement are as follows: 

BAYOIL AGREES TO PURCHASE ALL QUANTITIES OF BOTH BASRAH LIGHT CRUDE OIL AND 
KIRKUK CRUDE OIL FROM ITALTECH. UNDER THE STANDARD SOMO CONTRACT TERMS AND 
CONDITIONS APPROVED BY THE UNITED NATIONS, AND SPECIFICALLY INCLUDING THE 
OBLIGATION TO NOMINATE LIFTING DATES AND ARRANGE SHIPMENTS. DESPITE UNCERTAIN 
MARKET CONDITIONS, AND PRIOR TO ESTABLISHMENT OF U.N , APPROVED PRICE FORMULAS 
APPLICABLE FOR EACH SHIPMENT. 

THE TERMS OF THIS AGREEMENT SHALL PROVIDE FOR ITALTECH TO RECEIVE A 
REASONABLE SHARE OF REVENUES FROM THE SALE AND DISTRIBUTION OF SHIPMENTS 
BAYOIL LIFTS FROM THE PURCHASE CONTRACT, NOT TO EXCEED AN AMOUNT EQUAL TO 
US$0,20 PER NET BARREL FOR TOTAL QUANTITIES LOADED UNDER THE CONTRACT AND AS 
A PROPORTION OF NET REVENUES OF APPROXIMATELY 40%. 

“ To ensure that Italtech could creditably sign contracts with SOMO and the United Nations to buy the oil 
allotted to it, Bayoil helped Italtech obtain letters and lines of credit at the banks where Bayoil had accounts. On 
December 6, 2000, for example, Bayoil asked its bank, UEB, to open two large lines of credit, in the amounts of 48 and 
45 million euros each, for the benefit of Italtech. Bayoil specified that the credit was to be used for the purchase of Iraqi 
oil under the Oil-for-Food program-one shipment of 2 million barrels and another for a shipment of 1.8 million 
barrels-and the amounts were to be paid into the BNP escrow account within thirty days of presentation of the 
appropriate documentation that the oil had been lifted. In either late December 2000 or early January 2001 , for example, 
Bayoil opened a letter of credit for Italtech at Banque Bruxelles Lambert (Suisse) for about 40 million euros to be used 
to purchase 2. 1 million barrels of Iraqi oil. On January 1 7, 200 1 , Bayoil directed another bank, Credit Agricole Indosuez 
Suisse SA, Geneva (“CAI”), to issue an “irrevocable documentary letter of credit by order of Italtech S.R.L. but under 
our entire responsibility, to BNP Paribas, New York.” Bayoil specified that the requested credit line of 42 million euros 
was to be used to purchase 2 million barrels of Iraqi oil In late January 2001, Bayoil helped open a similar letter of 
credit for Italtech for 46 million euros to be used to purchase 2.1 million barrels of Iraqi oil. Fax dated 1/22/01, with 
no transmission indications, from Jean Johnston of Bayoil to Banque Cantonale Vaudoise. On March 6, 2001, Bayoil 
opened still another letter of credit at CAI for Italtech for 38 million euros to be used to buy 1 .9 million barrels of Iraqi 
oil for the U.S. market. Fax dated 3/6/01, with no transmission indications, from Bayoil to CAI. 

Prior to helping Italtech obtain these letters of credit, in at least one instance, Bayoil appears to have advanced 
the funds Italtech needed to acquire an additional allocation of oil. On or about October 10, 2000, Bayoil appears to 
have deposited $ 1 million into an Italtech account at UEB “for the sole purpose of establishing a credit line for Italtech 
to purchase Iraqi crude oil directly from SOMO, Baghdad.” italtech acknowledged that the funds were to be “blocked 
and not available for any other use and/or transfer from the Italtech account without prior authorization from Bayoil.” 
Memorandum dated 10/10/00, from Italtech to Bayoil. 

Italtech document dated 12/27/00, from Italtech to Bayoil Supply &. Trading Ltd. confinning 
“PURCHASE/SALE AGREEMENT” under “SOMO CONTRACT NO. M/09/07” at 2. 


Bayoil document entitled “Italtech Contract Aliocatiom.” 
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According to SOMO and Italtech documents, each of the barrels Italtech sold to Bayoil 
during Phase 9 were assessed a SO-cent-per-bairel surcharge,’' These records also show that, on 
many occasions, Italtech failed to pay these and other assessed surcharges, which apparently upset 
SOMO officials. According to a Financial Times (FT) article, in March 2001 , SOMO Executive 
Director Saddam Hassan, a relative of Saddam Hussein, summoned Mr, Giangrandi to SOMO 
headquarters and demanded payment of the outstanding surcharges, which apparently then totaled 
more than $8 million. According to FT, at this meeting Oil Minister Rashid told Mr. Giangrandi 
that, if he did not pay, Saddam Hussein “will cut my head off.” According to the FT article, Mr. 
Giangrandi told the Iraqis that he “was worried about international scrutiny, warning that if he rushed 
the payment the UN would find out and he would be ruined.”” 

Mr. Giangrandi’ s concern about making the surcharge payment was wel 1 founded. On March 
2 1 , 200 1 , Mr. Giangrandi was advised by his legal counsel Hunton & Williams not to pay the illegal 
surcharges: 

“We are gravely concerned about the proposed payment to Alwasel & Babel of 
approximately S8.2 million (U.S.) in connection with the purchase of oil from the 
Republic of Iraq, It is our opinion, based upon a careful review of the facts and law 
applicable to the situation, that proceeding with the proposed transaction could lead 
to your arrest, conviction and incarceration for violations of U.S. law.”” 

Hunton & Williams also told Mr. Giangrandi that due to his previous violations of U.S. law 
(referring to the export violations associated with the cluster bombs for Iraq), it was likely that law 
enforcement authorities were monitoring his activities: 

“[W]e believe that all transactions with which you are involved will be closely 
monitored by criminal law enforcement agencies of the United States government. 

Thus, you are in a unique situation because the Government has advised you that it 
would scrutinize all transactions you are involved in - within and outside of the U.S. 

In fact, the proceedings for which you were previously sanctioned involved foreign 
transactions. Also, recall that the Government knows of your association with Dr. 

Carlos Cardoen. The Government is actively seeking to extradite Dr. Cardoen. This 
gives the Government even greater reason to fully monitor your conduct.” 

The law firm’s 12-page letter then identified and explained the various criminal statutes 
under which he could be prosecuted if he proceeded to pay the surcharges. The letter closed with 
the following warning: 

“Accordingly, it is our well-considered opinion that you may not proceed with the 
proposed transaction. Failure to heed this advice will likely lead to your arrest, 
conviction, and incarceration, 

“GOVERN YOURSELF ACCORDINGLY, 

(signed and notarized)” 

Despite this warning from his legal counsel, Mr. Giangrandi paid the government of Iraq over 
$6 million in surcharges according to SOMO and Italtech records. 


” See SOMO Surcharge document; Italtech spreadsheet. 

” “Dealing with Saddam's regime: how fortunes were made through the UN’s oil-for-food programme,” 
Financial Times (4/8/04). Other senior Iraqi officials interviewed by the Subcommittee stated the Financial Times 
articles had confused the Oil Minister with someone else, possibly General Amir Hamudi Hasan A1 Sa’adi. The 
Subcommittee has been unable to interview the relevant persons to confiim the meeting described in the article, 

” See letter dated 3/21/01, from Hunton & Williams to Mr. Giangrandi. Hunton & Williams also represented 
Mr. Giangrandi in the oii-for-clusier bombs case. 
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Bayoil documents show that, in early April 2001, shortly after Iraqi officials personally 
demanded that Mr. Giangrandi pay the surcharge owed by Italtech, Bayoil increased the amount of 
per-barrel compensation that it paid to Italtech, from 8-cents-per-barrel to 28-cents-per-barrel. On 
April 5, 2001 , Bayoil prepared a worksheet totaling various expenses and amounts due to Italtech 
from Bayoil’** Another Bayoil document, undated, lists the cargoes that Bayoil obtained from 
Italtech under the December 2000 revenue sharing agreement, and identifies the “balance of payment 
due outside letter of credit (the letter of credit was issued for payment to the U.N. escrow account 
at BNP Paribas).” This document calculates the amounts due Italtech “outside of the letter of credit” 
at the rate of 8-cents-per-barrel 

Still another Bayoil document reflects nearly identical information, but instead of using the 
S-cent-per-barrel rate as specified in the December 2000 agreement, uses a rate of 28-cents-per- 
barrel Handwritten on this document is the notation, “accrue 280 per cargo,” and an additional 
column is handwritten and entitled, “USD Accrued 280 Amount.” The amount owed for each cargo, 
at the rate of 28-cents-per-barrel, is then handwritten in that column. Together, these two Bayoil 
records show that, in early April 2001, after Mr. Giangrandi was allegedly confronted in Baghdad 
by Iraqis demanding payment of Itaitech’s outstanding surcharges, Bayoil carefully calculated how 
much it would owe Italtech if it paid an extra 20-cents-per-barrel over their agreed-upon price of 8- 
cents-per-barrel The total was about $6.19 million. 

While the Subcommittee Minority Staff has no direct evidence that Bayoil then paid the 
S6.19 million to Italtech, it does have evidence that, around the same time, Italtech paid the Iraq 
government about $6. 1 5 million. The evidence also shows that, in Iraqi oil transactions during this 
period, Bayoil was a major source of funding for Italtech. 

To further understand how surcharges were assessed and paid on Italtech oil allocations, 
consider, for example, contract number M/09/07, which was the first Phase 9 contract that the United 
Nations approved between Italtech and SOMO, on December 22, 2000.’^ This contract originally 
gave Italtech the right to buy 8 million barrels of Iraqi oil, and eventually reached 32 million 
barrels.’^ Bayoil arranged for a number of shipments of oil under this contract. For each shipment, 
Italtech documents show that it received an invoice from Alwasel & Babel General Trading 
requesting payment of a fee of 0. 1 7 euros (at the time approximately 1 6 cents) per-barrel” Each of 
these invoices is also associated with an agreement between Alwasel & Babel and Italtech, signed 
by Mr. Giangrandi, in which Italtech agreed to pay the assessed fee in return for the allocation of oil 
Alwasel & Babel was a front company for the Hussein regime that was used to collect surcharge 
payments. Because Alwasel & Babel was never granted the oil allocation it was purporting to sell 
to Italtech, it is reasonable to view Alwasel & Babel as acting on behalf of the Iraqi government and 
its invoices as requests for payment of an illegal surcharge. It appears that Mr. Giangrandi’s legal 
counsel at the time interpreted the Alwasel & Babel invoices in just this manner, as explained in the 
firm’s letter described earlier. 


Fax dated 4/5/01, fromJean Johnston of Bayoil to August© Giangrandi. 

Approval from U.N. Oil Overseers for Contract Number M/09/07 (12/22/00), 
S/AC.25/2000/OIL/1 330/OC.05. 

The contract was amended on January 19, 2001, and again on February 6, 2001, to reflect additional oil 
allocations. See Approval from U.N. Oil Overseers of Contract Number M/09/07 (1/19/01), 
S/AC.25/2000/OIL/1 330/OC.05/add.2; Approval from Hie Oil Overeeers under Security Council Resolution 986 (1995), 
Contract Number M/09/07, 6 February 2001, S/AC.25/2000/OIL/1330/OC.05/add.3. Italtech and Bayoil also entered 
into a side agreement on December 27, 2000, reflecting flie terms of tfie U.N. contract, in which Italtech agreed to sell 
the oil to Bayoil. Like the U.N. contract, this side agreement was an^nded twice to reflect the increased oil allocations. 
Italtech document dated 12/27/00, from Italtech to Bajnsil Supply & Trading Ltd. (confimiiiig “PURCHASE/SALE 
AGREEMENT” under “SOMO CONTRACT NO. M/09/07”); italtech fax dated 1 /22/0 1 , from Italtech to Bayoil Supply 
& Trading Ltd. (containing “AMENDMENT NO. 1” to the 12/27/00 purchase/sale agreement), Bates SNT 045530; 
Italtech fax dated 2/7/01, from Italtech to Bayoil Simply & Trading Ltd. (containing “AMENDMENT NO, 2” to the 
12/27/00 purchase/sale agreement). Bates SNT 045528. 

” See Invoices from Alwasel & Babei Geiwral Trading to Iteltech, December 2000 - March 200 1 , and a sample 
agreement. It is unclear why the request was for 16 cente-per-barrel instead of 30. 
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The evidence suggests that Italtech had ignored these and possibly other invoices until the 
alleged March 200 1 confrontation in Baghdad, and then decided to pay at least a portion of Italtech’s 
outstanding surcharges, enlisting Bayoil in that effort, 

SOMO records show that, altogether over the 2-year surcharge period, Italtech was assessed 
surcharges totaling about $ 1 1 million and actually paid about $6,15 million.’* According to SOMO 
records, Italtech did not pay any of the 10-cent surcharges assessed during Phase 8, totaling about 
$316,000, or any of the 30-cent surcharges assessed on the first 5 million barrels allocated to it 
during Phase 9, totaling about $1.5 million. The records indicate that Italtech did pay about two- 
thirds of the 30-cent surcharges assessed on the remaining oil it was allocated during Phase 9, 
totaling about 32 million barrels. According to the SOMO records, the total amount of surcharges 
due on the 32 million barrels was $9.3 million. Italtech actually paid about 20-cents-per-barrel, or 
$6.15 million, and apparently contested the remaining $3 million,” 

In sum, during the first half of 2001 , Italtech provided Bayoil with 34 million barrels of Iraqi 
oil for shipment to U.S. markets. In connection with those barrels, Italtech appears to have paid 
more than $6 million in illegal surcharges to the Iraqi government. At least some evidence suggests 
that Bayoil may have financed this $6 million payment by Italtech. 


C BAYOIL LOBBYING TO INFLUENCE IRAQI OIL PRICES AND 

OPPOSE U.S. PRICING EFFORTS TO STOP SURCHARGES 

In addition to paying or financing the payment of millions of dollars in illegal surcharges to 
the Government of Iraq, Bayoil conducted a years-long lobbying effort aimed at keeping the official 
sales price of Iraqi oil as low as possible and opposing U.S. pricing efforts to stop the illegal 
surcharges. As explained earlier, the Official Sales Price (OSP) for Iraqi oil was established by the 
United Nations, in consultation with Iraq, and adjusted on a roughly monthly basis throughout the 
life of the OFF program. To influence the OSP, Bayoil directed a steady stream of communications 
to U.N., Iraqi, and U.S. officials, often coordinating its efforts with its business associate, Augusto 
Giangrandi, and his company Italtech. At times, Bayoil even supplied draft documents to other 
companies, particularly Russian oil purchasers, and asked them to forward the provided information 
under their own names to U.N. or Iraqi officials in a further attempt to influence U.N. pricing of Iraqi 
oil. 


Documents obtained by the Subcommittee show that, over 7 years, Bayoil sent a cascade of 
letters, memoranda, emails, and faxes to U.N., Iraqi and U.S. officials on OSP pricing issues. This 
evidence shows that it was not just foreign countries that were lobbying the United Nations in favor 
of Iraqi pricing proposals and against U.S. efforts to stop illegal surcharges, but also a U.S. company, 
Bayoil engaged in these lobbying efforts at the same time it appears to have been participating in 
surcharge payments sending millions of dollars to the Hussein regime. 

Establishing OSPs. The OSP for Iraqi oil was determined by using a fonnula that 
incorporated various pricing factors such as oil grades, market premiums, and freight costs. Under 
the procedures of the OFF program, only Iraq’s State Oil Marketing Organization (SOMO) had the 
authority to propose a new OSP. Typically, SOMO submitted proposed market factors for the OSP 


SOMO Surcharee document. 

SOMO Surcharge document; letter dated 7/21/02, from Augusto Giangrandi on behalf of both Italtech and 
Bayoil to the Iraqi Oil Minister, Bates WM000029-31 (contesting payment of the $3 million in surcharge payments by 
explaining that Italtech had already paid the requested amounts to the party from whom it had bought the oil and that 
party was supposed to have passed on the funds to SOMO). Another italtech document dated four months later appears 
to list each of the checks the company actually issued to SOMO in payment of surcharge demands. See Italtech 
document entitled, “Settlement of the Due to SOMO on 12/03/0 1, ’’Bates WM000025. Those checks total $6.48 iniUion, 
and identify another $ 1 .5 million in checks issued to otoer parties who were supposed to have passed on the amounts 
to SOMO. An Iraqi in detention interviewed by the Subcommittee stated he had helped Mr. Giangrandi obtain oil 
allocations and had been told by a business acquaintance - whom he could identify only as “Omar” ~ that Mr, Giangrandi 
had, in fact, paid the frill $ 10 million in surcharges assessed on his allocations. Subcommittee interview of Iraqi Detainee 
No. 3 (4/22/05). 
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pricing formula to the U.N. Oil Overseers and also suggested a time period during which the OSP 
would be in effect. The U.N. Oil Overseers then analyzed the proposal and discussed the factors and 
time period with SOMO in an attempt to reach agreement on the OSP. Based upon this discussion, 
SOMO would submit a proposed OSP to the U.N. 66 1 Committee for approval. The Oil Overseers 
could also provide the Committee with a positive or negative recommendation on whether the 
proposed OSP would result in a fair market price for Iraqi oil. If no member of the 661 Committee 
objected, then the OSP became final and remained in effect until SOMO determined that the market 
had changed and a new OSP was needed. If one or more Committee members objected to the 
proposed OSP, it did not go into effect, and SOMO would have to submit a revised proposal. Many 
OSPs remained in effect for about a month, while some lasted only 1 5 days and others stretched over 
a few months. 

For the first 4 years of the OFF program, the OSP process apparently generated little 
controversy, and the U.N. Oil Overseers never had occasion to submit a negative recommendation 
on any OSP proposed by SOMO.*° In late 2000, however, after Iraq began demanding the payment 
of surcharges on OFF oil sales and companies began complaining about the cost, SOMO attempted 
to propose OSPs that the Oil Overseers viewed as below market levels,*' On at least two occasions, 
the Oil Overseers advised the U.N. 661 Committee not to approve a SOMO proposal, because the 
proposed OSP was too low, and the Committee responded by disapproving it.*^ Numerous 
Committee discussions of pricing and surcharge issues ensued throughout 200 1 and 2002, often with 
the U.S, and U.K. members pressing the Committee to approve higher OSPs to preclude the 
payment of surcharges, while the Russian and Chinese members supported SOMO’s price proposals 
as fair and reasonable.*’ 

Bayoil Lobbying From 1996 to 1997. From the beginning of the OFF program, Bayoil 
actively pressed the United Nations to set a low OSP in order to maximize its profits as a buyer of 
Iraqi oil. Evidence obtained by the Subcommittee Minority Staff indicates that Bayoil first began 
trying to influence the OSP in August 1996, before the first OFF oil contract was issued. A letter 
from Bayoil to SOMO states that, in response to a SOMO request, the company was submitting a 
“revised draft proposal” of a pricing formula modeled after one used by Saudi Arabia.** Bayoil 
stated that it looked forward "to discussing our proposal with you at your earliest convenience ... 
prior to S.O.M.O.’s discussions with the U.N.” 

In January 1997, Bayoil wrote to SOMO complaining about the established pricing formula 
and stating, ‘‘[w]e understand that under the procedures established with the U.N. that S.O.M.O. may 
indicate a change in price formulas particularly after the first month if conditions so warrant.”*’ 
Bayoil then proposed new pricing components for oil deliveries to the U.S. market. In August 1997, 
Bayoil again urged SOMO to reduce the OSP, warning that refiners would buy their oil elsewhere: 
“We have all been waiting for a long time for the oil to come back onto the market and our 


** Subcommittee interview of U.N. Oil Overseer (5/3/05). 

As explained earlier, a low OSP facilitated the payment of a surcharge, because an oil trader who bought Iraqi 
oil at a low OSP could then resell it at a higher price that allowed the trader not only to send the OSP to the U.N. escrow 
account, but also the surcharge payment to another bank account, and stiil make a profit. In contrast, a high OSP made 
it more difficult for an oil trader to resell tire oil at a sufficiently high price to offset its costs, the surcharge, and also 
make a profit. According to the Oil Overseer interviewed by the Subcommittee, because Iraq officials did not have 
control over the oil sale proceeds deposited into die U.N.-controlled bank account, but did have control over the 
surcharge payments sent to outside bank accounts, Iraqi officials were in the odd position of advocating a low selling 
price for their own oil. The Overseer also explained that SOMO used various other methods to maintain or increase the 
margins of the purchasers. For example, SOMO officials were eager to request a revision of the OSP when markets 
moved lower but more hesitant to request revisions when market prices increased. SOMO officials also accommodated 
requested revisions to lifting dates and amounts of oil lifted proposed by its allocation holders in order to take advantage 
of market movements. 

Only one “no" vote was needed under OFF rules for the 661 Committee to disapprove a proposed OSP, 

Subcommittee interview of U.N. Oil Overseer (5/3/05). 


Memorandum dated 8/23/96, from David Chalmers of Bayoil to SOMO, Bates BAY04-01716. 
Memorandum dated 1/31/97, from David Chalmers of Bayoil to SOMO, Bates BAY04-00455-57. 
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independent refiners will have to make other accommodations shortly. Please do not let us and other 
good customers down.”®^ 

Bayoil also actively lobbied the United Nations to reduce the OSP, sending correspondence 
and meeting with key U.N. officials. In September 1997 , for example, Bayoil called, wrote, and met 
with the then-sitting U.N. Oil Overseers to urge changes in the OSP formula.*^ 

Bayoi! Lobbying From 1 998 to 2000 . Over the next 3 years, from 1 998 to 2000, Bayoil sent 
a number of additional communications to the United Nations**^ and SOMO*^ with complaints about 
and recommendations for establishing various OSPs. For example, in October 1 998, Bayoil wrote 
to the U.N. 661 Committee Chairman and the U.S. State Department that it “regularly provide[d] 
S.O.M.O., the U.N. Overseers, andour Russian suppliers required market information regarding spot 
prices in the U.S. as well as freight market conditions ... in an effort to help S.O.M.O. and the U.N. 
establish fair market price formulas each month. Bayoil also complained that the November OSP 
prices were “completely out of line” and should be lowered. Bayoil sent similar correspondence in 
1999 and 2000. 

In addition to sending its own correspondence to U.N., Iraqi, and U.S. officials, on several 
occasions from 1998 to 2000, Bayoil supplied draft materials to other companies buying Iraqi oil and 
asked them to send the provided information under their own names to U.N. or Iraqi officials. 
Bayoil made this request to at least five companies, Alfa-Eco, Crown Trade & Finance, SOVOIL, 


** Memorandum dated 8/5/97, from David Chalmers of Bayoil to SOMO, Bates BAY04‘00327, 

See, e.g., memorandum dated 9/10/97, from David Chalmers of Bayoi! to U.N. Overseers, Bates BAY04- 
0 1 500-0 1 (citing a telephone call and requesting a Friday meeting); memorandum dated 9/ 1 2/97, from David Chalmers 
ofBayoiltoU.N, Overseers, Bates BAY04-0I495-96(expressing appreciation forFriday meeting and requesting another 
on Monday). Also in 1997, Bayoil appears to have hired a former senior U.N. official, Giandomenico Picco, to obtain 
advice on lobbying U.N. officials. In 1992, after serving in various U.N. posts for many years, including as Deputy 
Secretaiy General, Mr. Picco resigned and opened a consulting office, GDP Associates Inc. On a number of occasions 
from 1997 to 2003, Bayoil sent Mr. Picco draft documents or other information for his review and comment. On a few 
occasions, Mr. Picco appears to have sent copies of U.N. documents to Bayoil. See, e.g., fax dated 3/6/01, from Mr. 
Picco to David Chalmers of Bayoil, Bates BAY04-01 163-72 (providing copies of three documents which had been 
presented to the U.N. 661 Committee on the issue of surcharges); and fax dated 7/1 1/02, fromMr. Picco to Mr. Chalmers 
of Bayoil, Bates B A Y04-0 1 029-34 (providing copy of a “UK Proposal for a Proactive Pricing Mechanism,” which may 
have been presented during a U.N. 661 Committee meeting on July II, 2002). 

See, e.g., memorandum dated 10/23/98, from David Chalmers of Bayoil to Ambassador Antonio Montero, 
U.N. 661 Committee Chairman, with a copy to Eugene Yoimg of the U.S. State Department, Bates BAY04-00278-79; 
memorandum dated 2/22/99, from David Chalnters ofBayoil to U.N. Overseers, Bates BAY04-01263; memorandum 
dated 2/16/00, from David Chalmers ofBayoil to U.N. Overseers, Bates BAY04-01278; memorandum dated 6/20/00, 
from David Chalmers ofBayoil to U.N. Overseers, Bates BAY04-01948-49; memorandum dated 9/13/00, from David 
Chalmers ofBayoil to U.N. Overseers, Bates BAY04-01268. 

See, e.g., memorandum dated 10/14/98, fromDavid Chalmers ofBayoil to SOMO, Bates BAY 04-00284-85; 
memorandum dated 2/22/99, from David Chalmers ofBayoil to SOMO, Bates BAY04-01265; memorandum dated 
1 /2 i /OO, from David Chalmers ofBayoil to SOMO, Bates BAY04-00253-54; memorandum dated 3/30/00, from David 
Chalmers ofBayoil to SOMO, Bates BAY04-01979-80; memorandum dated 7/26/00, from John Irving ofBayoil to 
SOMO, Bates BAY04-01927; memorandum dated 7/28/00, from David Chalmers ofBayoil to SOMO, Bates BAY 04- 
01917-18; memorandum dated 9/14/00, from David Chalmers of Bayoil to SOMO, Bates BAY04-01901-02; 
memorandum dated 1 1/13/00, from Augusto Giangrandi of Italtech toSOMO, Bates BAY04-0] 870-71. 

Memorandum dated 10/23/98, from David Chalmers ofBayoil to Ambassador Antonio Montero, U.N. 661 
Committee Chairman, with a copy to Eugene Young offrieU.S. State Department, Bates BAY04-00278-79 and 00288 
(which notes that Mr. Chalmers also spoke with Mr. Young about the November OSP). 
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Rosnefteimpex, and Petroleum Technical Services During this time period, Bayoil was buying 
Iraqi oil from each of these companies. 

Bayoil Lobbying in 2001 . Bayoil’s lobbying efforts intensified in late 2000, after Iraq began 
demanding surcharges and oil purchasers began complaining to both U.N. and U.S. officials about 
the cost. In December 2000, the United Nations issued a statement stating that OFF contractors 
should not pay these surcharges.’^ In February 2001, the United States formally raised the issue with 
the U.N. 66 1 Committee, and the Oil Overseers provided Committee presentations on the surcharge 
issue and its relation to the OSP.’^ Among other matters, the Oil Overseers noted that “by far the 
largest part of Iraqi crude oil is nowadays sold via middlemen and traders” charging substantially 
more than the OSP - often between 20 and 70 cents more per-barrel. The Oil Overseers also noted 
that SOMO seemed to be recommending OSPs that allowed “at least $0.20 per-barrel profit for 
traders/intermediaries” instead of the 5-cent-per-barrel profit the Overseers deemed reasonable. 

To stop the surcharges, the U.N. Oil Overseers pushed SOMO to establish higher OSPs that 
would decrease the profit margin for intermediary traders and make it more difficult for them to 
resell Iraqi oil at a sufficiently high price to finance the payment of surcharges. Members of the 661 
Committee, however, remained split in their support for higher OSP prices, with the United States 
and United Kingdom supporting higher OSPs, and Russia and China supporting lower OSPs. In 
addition, disagreements emerged over how long a particular OSP should be in place. Although a 
number of pricing mechanisms were discussed, no Committee consensus emerged. In or around 
October 2001, the United States and United Kingdom began, on their own initiative, to object to ail 
prospective pricing proposals not in accordance with the U.S. and U.K. positions, and to agree only 
to the SOMO pricing proposals after the cargoes had been lifted, at which point there would be much 
less room for disagreement as to the actual market price in effect on the date of loading., This 
approach, in effect, imposed a “retroactive pricing” approach to determining the OSPs.’** Retroactive 
pricing was controversial, but because the U.S. and U.K. members acted within the 66 1 Committee 
rules, they were successful in establishing delayed OSPs with a retroactive effect. 

The evidence shows that this pricing practice, which more closely aligned the OSPs with 
actual market prices, succeeded in eliminating the large profit margins for the middlemen and other 


See, e.g., memorandum dated 6/1 1/98, from David Chalmers of Bayoil to Andrei Toutchnin of Alfa Eco, 
Bates BAy04-02252-54, substituting use of all capital letters (“Please send the following to S.O.M.O. for discussions” 
regarding “July Price Formula (North America)"); memorandum dated 10/23/98, from David Chalmers of Bayoil to 
Martin Figures of Crown Trade & Finance, Bates BAY04-00280-83, substituting use of all capita! letters (“Attached is 
suggested letter to 661 Committee and copy of our letter. ... Please send the following to the Russian member 661 
Committee”); memorandum dated 3/ 1 6/00, from David Chalmers of Bayoil to Andrei Toutchnin of Alfa Eco/TNK, Bates 
BAY04-01347' 48, (“Grateful if you could forward following to SOMO” re “April O.S.P.”); memorandum dated 
7/28/00, from Ludmil Dionissiev of Bayoil to Sergei Sharaphov of SOVOIL AG, Zurich, Bates BAY04-01921, 
substituting use of all capital letters (“Please forward following to S.O.M.O."); memorandum dated 7/28/00, from Ludmil 
Dionissiev ofBayoiltoMr. Poukhov of Rosnefteimpex, Bates BAY04-01922-23 (“1 shall be very grateful to you if you 
send the following message to the general director of SOMO.”); memorandum dated 9/24/00, from David Chalmers of 
Bayoil to Nguyen Manh Hung ofPetrovietnamand Petroleum Technical Services Company, Bates BAY04-0 i 899-1900, 
(“per our usual practice of providing market information and price proposals to S.O.M.O. prior to the establishment of 
the monthly price, please forward our suggested fax to S.O.M.O. from PTSC on the subject as follows”); memorandum 
dated 10/4/00, from Ludmil Dionissiev of Bayoil to Mr. Poukhov of Rosnefteimpex, Bates BAY04-01891-93, 
substituting use of all capital letters (“Please forward following to S.O.M.O.”). 

United Nations 661 Committee fax dated 12/15/00, from the U.N. Oil Overseers to “Buyers of Iraqi Crude 
Oil,” No. S/AC.25/2000/OIL/1330/FAX, 

” See letterdated2/6/0I, from James B. Cunningham, Charge D’ Affaires, U.S. Mission to the United Nations, 
to the U.N. 661 Committee Chairman, S/AC.25/2001/COMM.83; letter dated 2/13/01, from the U.N. Overseers to the 
U.N. 661 Committee Chairman, S/AC.25/2001/OIL/COMM.06; and letter dated 2/20/01, from the U.N. Overseers to 
the U.N. 661 Conunittee Chairman, S/AC.25/200I/OIL/COMM.07. 

Because OFF rules allowed a single 661 Committee number to veto a proposed OSP, the U.S. and U.K. 
members could unilaterally stop any price increase. Instead of exercising that veto, however, the U.S. and U.K. members 
simply threatened to veto a new OSP proposed for an upcoming montfi, until the month was nearly over. The U.S. and 
U.K. members were then able to compare the proposed OSP with actual market prices, and approve only those OSPs 
which closely reflected the actual market prices. It was this look-back feature, and the fact that the approved OSP was 
applied to a time period that had already largely lapsed, that caused the tactic to be referred to as “retroactive pricing.” 
Subcommittee interview of U.N. Oil Overseer (5/3/05). 
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downstream purchasers of Iraqi crude, which made it prohibitively expensive for these purchasers 
to pay surcharges to haq. Surcharges fell from 30-cents-per-barrel in 2001 to IS'Cents-per-barrel 
in 2002, and finally disappeared near the end of 2002. The U.S. and U.K. members continued using 
the retroactive pricing approach to the end of the Oil-for-Food program, despite ongoing opposition 
from Iraqi officials, some countries, and some complies. 

Throughout the surcharge period, Bayoil complained to the United Nations’^ and SOMO^^ 
that the established OSPs were too high and should be reduced. For example, in October 2000, 
Bayoil complained to the U.N. Oil Overseers about “serious imperfections in the Iraqi OSP’s that 
... [are] so seriously overvalued that we are certain that immediate adjustments are required for 
November liftings.”*’^ Another Bayoil memorandum sent to the United Nations on the same day 
states: “Without doubt any continued imperfect pricing will lead to serious and on going difficulties 
and disruptions to the refiners in North America and the situation can only be described in the most 
pessimistic manner. In Januaiy 2001, Bayoil sent a note to SOMO stating, “1 thought you may 
be interested in the short note I sent the Overseer’s which I felt compelled to write out of sheer 
frustration, which I am sure is mutually shared with you and your colleagues at SOMO.”^^ 

In February 2001, Bayoil worked with Augusto Giangrandi and others to launch a concerted 
effort to pressure the United Nations to use lower OSPs. On February 1 1 , 2001 , for example, Mr. 
Giangrandi’s company, Italtech, sent a memorandum to the Iraqi Oil Minister requesting “urgent 
cooperation between SOMO and ourselves, in order to mitigate a difficult situation” in which “the 
U.N. has continued to resist appropriate formula price changes, including SOMO’s proposed charges 
for February.”’®® Italtech wrote that, “[i]n order for our efforts to be successful and effective it is 
imperative to get the support of the Ministry and SOMO, to also quickly address the issue in New 
York.” The same day, Italtech wrote to the U.N. Oil Overseers objecting to their using price 
formulas “significantly different than those prices proposed by SOMO.”'®‘ The next day, Italtech 
wrote to the U.N. 661 Committee requesting “an immediate review of all price mechanisms.”'®^ 


” See, e.g., memorandum dated 10/25/00, from David Chalmers of Bayoil to U.N. Overseers, Bates BAY04- 
01242-45; memorandum dated 10/25/00, from David Chalmers of Bayoil to U.N. Overseers, Bates BAY04-01 236-37; 
memorandumdated 10/25/00, fromDavidChalmersofBayoil to U.N. Overseers, Bates BAY04-01 238-41; memorandum 
dated 11/20/00, from David Chalmers of Bayoil to U.N. Overseers, Bates BAY04-01820-21; memorandum dated 
11/20/00, fromDavidChalmersofBayoil to U.N. Overseers, Bates BAY04-01 838-40; memorandumdated 1/3 1/01, from 
David Chalmers of Bayoil to U.N, Overseers, Bates BAY04-00796-97; memorandum dated 1/31/01, from David 
Chalmers of Bayoil to U.N. Overseers, Bates BAY04-00798-99; memorandum dated 2/1 1/01, from David Chalmers of 
Bayoil to U.N. Overseers, regarding “February O.S.P. Formula Prices (N. America)”; memorandum dated 2/1 1/0 1, from 
Augusto Giangrandi ofitaltech toU.N. Overseers, Bates BAY04-01 178-82; memorandumdated 2/12/01, from Augusto 
Giangrandi ofitaltech to Peter Kolby, Chairman of the U.N. 661 Committee, Bates BAY04-01 176-77; memorandum 
dated 5/29/01, from David Chalmers of Bayoil to U.N. Overseers, Bates BAY04-0U46. 

See, e.g., memorandum dated 12/12/(M), from Augusto Giangrandi ofitaltech to SOMO, Bates BAY04- 
018 16-18; memorandumdated 12/17/00, fromAugusto Giangrandi ofitaltech to SOMO; memorandum dated 2/1 i/Oi, 
from Augusto Giangrandi ofitaltech to the Minister of Oil of Iraq, Bates BAY04-1 174-75; memorandum dated 6/29/0 1 , 
from John Irving of Bayoil to SOMO, Bates BAY04-01 111; memorandum dated 7/13/01, from David Chalmers of 
Bayoil to SOMO; memorandumdated 8/28/01, from John Irving of Bayoil to SOMO, Bates BAY04-01074-76. 

Memorandumdated 10/25/00, fromDavidChalmersofBayoil to U.N. Overseers, at Bates BAY04-01242. 

Memorandum dated 1 0/25/00, from David Chalnrers of Bayoil to U.N. Overseers, at Bates BAY 04-0 1238. 

^ Memorandum dated 1/17/01, fromDavidChalmersofBayoil to SOMO, Bates BAY04-0! 191. 

Memorandum dated 2/1 1/01, from Augusto Giangrandi ofitaltech to the Minister of Oil of Iraq, Bates 
BAY04- 1 174-75 and IT-00357-58. 

Memorandum dated 2/1 1/01, from Augusto Giangrandi ofitaltech to U.N. Overseers, Bates BAY04-01 178 
and 1180 and lT-00361-65. 

Memorandum dated 2/12/01, from Augusto Giangrandi ofitaltech to Peter Kolby, Chairman of the U.N. 
661 Committee, Bates BAY04-01 176-77 and lT-00359-60. 
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On February 1 2, 200 1 , Bayoil wrote to the U.S. State Department asking for help in changing 
the OSP pricing mechanisms.'® It explained the situation as follows, 

“Bayoil has shipped oil from Iraq since the beginning of the oil-for-food program, 
primarily to the US, for distribution to many independent refiners. As such, although 
Bayoil has no contracts with SOMO, likely due to our American origins, we do 
provide regular market information to SOMO and the UN for purposes of 
establishing a fair pricing mechanism each month. 

“On balance ... we believe our market assessments have been considered by both 
parties until recently. It appears to many lifters during recent months ... the 
Overseers have been skeptical toward market assessments ... due to some new 
mandate, whereby any price mechanism approved would not theoretically allow a 
margin covering the recently reported request for some kind of surcharge. 

“While most lifters, including Bayoil, support the concept of these efforts by the 
Overseers, in practice it has contributed to the recent and current price formulas 
being completely uncompetitive with the market. ... 

“[W]e are compelled to appeal directly to the 661 Committee to approve and support 
proposed adjustments to the current price formulas to reflect ... market changes .... 

“Thank you for your attention to this most urgent matter.”'"'' 

In addition to sending this letter to the U.S. State Department, Bayoil asked one of its 
customers, a Russian company known as Rosnefteimpex, to send similar correspondence on OSP 
pricing issues to U.N., Iraqi, and Russian officials. Bayoil’s email to Rosnefteimpex states: “Please 
urgently forward on your letterhead the attached memo and graphs to the UN Overseers. Urgently 
send copies to ... SOMO ... Peter Kolby, Chairman 661 Committee ... [and] Ambassador Sergey 
Lavrov UN Representative Russian Federation.”'® Attached to the email are a 4-page memorandum 
purporting to be from the Russian company to the U.N. Overseers, and a 1-page letter from the 
company to the U.N. 661 Committee Chairman, with a copy to be sent to the Russian representative 
to the United Nations, Bayoil later obtained signed versions of both documents, indicating that 
Rosnefteimpex had actually sent them, as requested.'* 

The evidence indicates that all six of the documents sent by Bayoil, Italtech, and 
Rosnefteimpex over a few days in February were part of a coordinated lobbying effort. A Bayoil 
email dated February 1 1, 2001, for example, sent by “DC” - presumably David Chalmers - to 
Augusto Giangrandi, lists all six documents in various stagesofcompletion,'" The Giangrandi letter 


"" Letter dated 2/12/01, from David Chalmers of Bayoil to Eugene Young, US Representative to the UN 66 1 
Committee, Bates BAY04-01 173. 

Id. Ironically, at the same time Bayoil wrote this fetter, it is alleged to have been buying millions of barrels 
of Iraqi oil from Italtech with full knowledge that Italtech was paying improper surcharges to Iraq outside of the OFF 
program. Bayoil then resold the oil to U.S. refineries at a high enough price to finance the surcharge costs Italtech had 
passed on to Bayoil. 

Undated memorandum from David ChaJnters of Bayoi! to Mr. Poukhov of Rosnefteimpex, Bates 
BAYOILUSA 015198. 

See 4-page memorandum dated2/U/0l,fromMr.PoukhovofRosnefteimpex to theU.N. Overseers, Bates 
BAY 04-0 1 1 97- 1 200 (signed by “Y.Poukhov”); and a l-page menrorandum dated 2/12/01, from Rosnefteimpex to Peter 
Kolby, U.N. 66 1 Committee Chairman, with a copy to An*assador Sergey Lavrov, Russian Federation Representative 
to the United Nations, Bates BAY04-0120I (signed by “Y.Poukhov”). 

See email dated 2/1 l/Ol, from “DC” to Augnsto Giangrandi, Bates BAY04-01202. This email attaches 
copies of the Rosnefeimpex letters to the U.N. 661 Committee and U.N. Overseers; a copy of the Italtech letter to the 
U.N. 661 Committee; a copy of a draft Italtech letter to the U.N. Overseers “to be finalized in Houston in AM”; a copy 
of a draft italtech letter to “MO,” presumably tire Iraqi Miiuster of Oil, for Giangrandi “to approve and instruct Italy”; 
and a copy of a draft letter, “{t]o be finalized,” which is described as “to US from Bay” and which presumably refers to 

(continued...) 
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sent to the Iraqi Oil Minister states plainly that Italtech was working with “concerned customers ... 
via submission of letters and reports ... to the UN Overseers, and 661 Committee members to initiate 
an immediate adjustment to formula prices.”'®* 

Although its February 2001 lobbying effort was unsuccessful, Bayoil continued to try to 
influence U.N. pricing of Iraqi oil. One of the Oil Overseers during the surcharge period told the 
Subcommittee that a handful of companies were quite aggressive in pushing for lower OSPs and, 
without naming any of them, said that, after awhile, the Overseers stopped responding to their many 
letters and telephone calls.'®® 

At one point in June 2001, Bayoil wrote to the U.N. 661 Committee Chairman complaining 
of “a long standing prejudice toward myself and the company I am affiliated with, extended to the 
companies we have contracted for supply, by the individual UN Overseer, Mr. Michael Tellings.”"® 
Bayoil wrote: 

“[Sjince the start of the program until late last year, there were seldom differences 
between Bayoil’s market assessments ... and the final agreed formula between SOMO 
and the U.N. Overseers. Beginning late last year, there has been consistent 
differences between fair market formulas proposed by lifters, and the formula which 
the office of the Overseers would accept from SOMO. ... This development is widely 
known to be due to the hard line approach of Mr. Tellings ... which has led to widely 
reported fnetion between Mr. Tellings and SOMO, as well as most established lifters 
such as Bayoil who regularly contested the price formula. The prejudice ... is further 
evidenced by Mr. Tellings refusal to have a telephone conversation or meeting on the 
subject which is, of course, outside the guidelines and completely unprofessional.” 

Bayoil returned to this theme repeatedly over the next 2 years, while continuing to send written 
communications to both U.N. and Iraqi officials objecting to the established OSPs.'" 

Bayoil Lobbying from 2002 to 2003. In 2002, due to ongoing industry complaints about 
the use of retroactive pricing for OFF oil contracts, some 661 Committee member states proposed 
alternative pricing mechanisms. U.S. State Department officials met with the U.N. Oil Overseers 
about these issues at least twice in the spring and summer of 2002, and determined to continue strong 
U.S. support for the U.N.’s pricing practices and its own retroactive pricing tactics."^ In August 
2002, several U.S. oil companies, including Valero and Vitol, and Texan oilman Oscar Wyatt, met 
with senior U.S. State Department officials in Washington, D.C. to complain about retroactive 
pricing in the Oil-for-Food program."^ 

Bayoil also intensified its lobbying efforts to curb U.S. support for retroactive pricing. In 
September 2002, for example, Bayoil sent two lengthy memoranda critical of the U.N.’s pricing 


(...continued) 

the letter actually sent the next day by Bayoil to the U.S. State Department. 

Memorandum dated 2/1 1/01, from Augusto Giangrandi of Italtech to the Minister of Oil of Iraq, Bates 
BAY04- 11 74-75. 

Subcommittee interview of U.N. Oil Overseer (5/3/05). 

' Letter dated 6/25/0 1 , from David Chalmers of Bayoil to Peter Kolby, U.N. 66 1 Committee Chairman, Bates 
B AY04-0 1301 -02. See also memorandum dated i/24A)2, from Bayoil to U.N. Overseers (describing hostile telephone 
conversation between John Irving of Bayoil and a U.N. overseer regarding how pricing formulas are calculated and citing 
“apparent prejudice toward Bayoil”). 

See, e.g., memorandum dated S/8/01, from David Chalmers of Bayoil to U.N. Overseers, Bates BAY04- 
00772-75; memorandum dated 8/28/01, from John Irving of Bayoil to SOMO, Bates BAY04-001074-76. 

Subcommittee interview of U.S. State Department Official, April 28, 2005. The United States defended the 
U.N.’s retroactive pricing practices at a July 11, 2002 meeting of the U.N. 661 Committee. Id. 

Id. The attendees had sent correspondence to the U.S. State Department complaining about retroactive 
pricing and requested the meeting. Bayoil apparently did iK)t attend the August meeting. 
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practices and engaged in several related telephone conversations with the U.S. State Department 
office advising the U.S. Mission to the United Nations on retroactive pricing issues. ' Bayoil also 
appears to have engaged in discussions withkey U.N. officials at this time. ' Correspon-dence from 
October 2002, indicates that Bayoil also worked with one of its Russian customers to try to influence 
U.N. 661 Committee members.'"’ In addition, Bayoil sent various memoranda to Iraqi officials 
advising them on the OSPs that should be proposed to the U.N. overseers. ' Despite these and other 
lobbying efforts, U.S. support for retroactive pricing continued. 

In February and March 2003, Bayoil engaged in still another intensive lobbying effort on 
OSP pricing issues, sending multiple communications to U.N., Iraqi, and U.S. officials."* Among 
other activities, Bayoil wrote to the Iraqi Oil Minister informing him about its lobbying efforts with 
U.N. officials and asking SOMO to submit “price formulas consistent with our recommendations.”"’ 
Bayoil also appears to have asked a U.S. company, Nucoastal, to use its influence with a company 


See letter and memorandum dated 9/13/02, from John Irving and David Chalmers of Bayoil to Matthew 
McManus of the U.S. State Department; and memorandum dated 9/18/02, from John Irving of Bayoil to Matthew 
McManus of the U.S. State Department. See also internal Bayoil memorandum dated 9/23/02, from “David” to “John” 
re “Pricing Methodology Discussions U.N./State Department.” Bates B A YOILUS A 015148 (listing “key questions for 
further discussions”). 

See, e.g., internal Bayoil memorandum dated 9/23/02, from “David” to “John” re “Pricing Methodology 
Discussions U.N./State Department,” Bates BAYOILUSA 01 5148; memorandum dated 9/26/02, from David Chalmers 
of Bayoil to U.N. Overseers, Bates BAY04-00757-68 (providing pricing recommendations to increase participation in 
Iraqi oil sales). 

' See, e.g., memorandum dated 10/11 /02, from Alexander Lyssenko of Alfa-Eco to David Chalmers of Bayoil, 
Bates BA Y04-0 1 02 1 (“[W]c believe the existing pricing mechanism needs to be changed and on our part we are ready 
to start respective discussions with UN Security Counsel Committee. In this connection we would much appreciate if 
you could render us all possible assistance we may need in these discussions, such as preparation of necessary materials 
and expert judgments, as well as your participation in the talks.”); memorandum dated 10/17/02, from Mr. Chalmers to 
Mr. Lyssenko in response, Bates BAY04-01018-20 (“[K]ey Bayoil personnel, including myself, have been recently 
cotresponding and meeting with appropriate U.N. and Committee officials for the purpose of conveying industry 
concerns over recent pricing disputes .... [W]e are pleased to learn from your letter ALFA-ECO’s interest to also take 
a pro-active approach with key U.N. officials to support changes in methods for establishing the price mechanisms 
memorandum dated 10/28/02, from Mr. Chalmers to Mr. Lyssenko, Bates BAY04-0I325 (“[F]ee! free to use any 
excerpts of our text and information for onward submission to SOMO.”). 

See, e.g., memorandum dated 10/29/02, from David Chalmers of Bayoilto SOMO, Bates BAY04-0i008- 
09; memorandum dated 10/29/02, from David Chalmers of Bayoil to SOMO, Bates BAY04-00273-74; memorandum 
dated 12/4/02, from David Chalmers of Bayoil to SOMO, Bates BAY04-02 158-61. 

See, e.g., memorandum dated 2/2/03, from David Chalmers of Bayoil to SOMO, Bates BAY04-006n-23 
(regarding “Your monthly discussion with U.N. Overseers on OSP calculations for January (U.S. destinations)”); 
memorandum dated 2/24/03, from David Chalmers of Bayoil to SOMO, Bates BAY04-00645-49: memorandum dated 
2/24/03, from David Chalmers of Bayoil to SOMO, Bates BAY04-0061 5-1 6; memorandum dated 2/26/03, from David 
Chalmers of Bayoil to SOMO, Bates BA Y04-00652-54; memoranda dated 2/27/03, from John Overbey of Bayoil to U.N. 
Overseers, Bates BAY04-00638-41; memoranda dated 2/27/03, from John Irving of Bayoil to Matthew McManus of 
the U.S. State Department, Bates BAY04-00636-37 and 02148-49; email dated 2/27/03, from Jean Johnston of Bayoil 
to Mr. McManus (forwarding materials to Mr. McManus); email dated 3/10/03, from Mary Jenkins of Bayoil to Matthew 
McManus and D.E. Kirsch of the U.S. Statement Department, Bates BAY04-00598 (attaching 4 documents); email 
dated 3/10/03, from Mary Jenkins of Bayoil to Matthew McManus and D.E, Kirsch of the U.S. Statement Department, 
Bates BAY04-00602 (attaching 4 documents); email dated 3/1 3i^3, from David Chalmers of Bayoil to Benon Sevan of 
the U.N. Office of Iraq Programme, with a copy to Matthew McManus and D.E. Kirsch of the U.S. Statement 
Department, Bates BAY04-002i 15-18 (together withaneimil of die same date from Jean Johnston of Bayoil to D.E. 
Kirsch of the U.S. State Department forwarding the memorandum); memorandum dated 3/3/03, from John Overbey to 
U.N. Overseers, regarding “Additional Points of Consideration with respect to the Methodology of Assessing Sour 
Market Prices email dated 3/10/03, from Mary Jenkins of Bayoil to U.N. Overseers regarding “OSP 
Correspondence,” Bates BAY04-00597 {attaching 4 documents). 

' Memorandum dated 3/1 5/03, from David Chalnwrs of Bayoil K> the Iraqi Minister of Oil Amer Rasheed 
(“1 would like to inform you that our company and ottiers, have been recently corresponding to key U.N. officials, and 
66 1 Representatives, regarding the recent difficulties experieiKcd by S.O.M.O., with respect to obtaining approval from 
The Overseers for formula prices which reflect tfw actual market circumstances. It is in our view that these initiatives 
will shortly lead to more flexibility by The Overseers, and thus would hope to likewise see support from S.O.M.O. by 
submitting price formulas consistent with our recommendations.”). 
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called “MEDNAFTA” to send suggested language to SOMO regarding an upcoming OSP. Bayoil 
also contacted a well-known industry research group and asked it to weigh in with “relevant 
authorities” against retroactive pricing.’^' 

On March 13, 2003, Bayoil sent a lengthy memorandum to the U.N. Office of Iraq 
Programme, with a copy to the U.S. State Department, again complaining about the U.N.’s pricing 
practices and failure to respond to industry concerns. The memorandum states that the U.N. 
Overseers are “in a deliberate and prejudicial way ignoring and/or discounting market 
information/analysis from certain companies (including Bayoil)”; they are “pre-advis[ing]S.O.M.O. 
of the price formulas S.O.M.O. must submit to gain their approval”; and there has been “a complete 
breakdown in confidence by the industry participants in the program.” The memorandum states that 
“Bayoil has no other choice than to immediately cease participation in the program, and support 
others to do likewise.” Bayoil also provided a copy of a memorandum that it had sent on the same 
day to the U.N. Overseers accusing them of prejudice and notifying them that Bayoil "has initiated 
a formal protest to the U.N. Office of Iraqi Programme, the 661 committee, and key member 
representatives about your actions.”'” 

Despite its threat to cease participation in Iraqi oil sales, Bayoil continued to buy Iraqi oil and 
engage in additional lobbying efforts throughout 2003, continuing even after the United Stales 
invaded Iraq and displaced the Hussein regime. 

Bayoil’s lobbying efforts targeted U.N., Iraqi, and U.S. officials with an unrelenting stream 
of documents over a 7 year period. This evidence shows that it was not just foreign countries that 
were lobbying U.N. officials in support of Iraq’s pricing proposals and against U.S. efforts to stop 
surcharges - a U.S. company was also an aggressive, behind-the-scenes participant that supported 
the efforts of Iraq and other countries in opposition to U.S. interests. 


D. BAYOIL PARTICIPATION IN BOYCOTT OF ISRAEL 

Evidence obtained by the Subcommittee Minority Staff establishes that Iraq, under the 
Hussein regime, prohibited the sale of Iraqi-origin oil to Israel, and that Bayoil complied with this 
prohibition. Bayoil’s actions appear to violate U.S. laws prohibiting U.S. companies or their foreign 
affiliates from complying with boycotts not approved by the United States. 


See memorandum date<i 2/1/03, from David Chalmers of Bayoil to Oscar Wyatt of Nucoastal, and an email 
with the same date, from Mary Jenkins of Bayoil to “ow,” appearing to transmit the memorandum. Bates BAY 04-0063 1 - 
33 (“Pursuant to our telecons, please find below suggested text to S.O.M.O. Please forward to MEDNAFTA to forward 
to S.O.M.O.”). 

See, e.g: email dated 2/27/03, from Jean Johnston of Bayoil to Larry Goldstein of the Petroleum Industry 
Research Association (PIRA), forw'arding an email of the same date from John Overbey of Bayoil to Mr. Goldstein, 
Bates BAY04-00635 (Mr. Overbey stated in part: “With respect to our earlier conversations and correspondence on our 
concerns over the changing methodology being applied recently by the Overseers and the consequential competitive 
disadvantage as compared to other foreign supplies, we would like to provide you with some of our recent 
correspondence to the United Nations and State Department on this matter, ... We are hopeful you will concur with our 
position in this matter and relay your professional recommendations to the relevant authorities, during this week, while 
the market circumstances are being evaluated by the U.N.”). PIRA had previously sent a paper to the U.S. State 
Department critical of retroactive pricing. See “Iraqi Oil: A Love-Hate Relationship,” by the Petroleum Industry 
Research Foundation (June 2002); and a Bayoil fax dated 7/1/02, from Ken Vestal to David Chalmers of Bayoil, Bates 
BAY04-01040-48 (indicating the report had been sent to the U.S. State Department). See also memorandum dated 
3/7/02, from Ken Vestal to David Chalmers of Bayoil, Bates BAYOILUSA 015022 (referencing a discussion with 
“PIRA” about retroactive pricing). 

Memorandum dated 3/13/03, from David Chalmers of Bayoil to the U.N. Office of Iraq Programme, Bates 
BAY04-0 1288-91, together with a document showii^ a nun^r of emails, dated 3/13 and 3/14/03, showing that the 
memorandum had been sent to the U.N. Office of Iraq Programme; and memorandum dated 3/13/03, from David 
Chalmers of Bayoil to the U.N. Oil Overseers, Bates BAY04-0i292-93. 

Memorandum dated 3/13/03, from David Chalmers of Bayoil to the U.N. Oil Overseers, Bates BAY04- 

01292-93. 
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U.S. Laws Prohibiting Boycotts. The Export Administration Act (EAA) and the Ribicoff 
Amendment to the 1976 Tax Reform Acl(TRA), this country’s two major anti-boycott laws, prohibit 
all U.S. persons, including their foreign affiliates, from participating in boycotts of foreign countries 
that the United States does not sanction. Violation of the Department of Commerce Export 
Administration Regulations (EAR) implementing these anti-boycott laws can result in civilpenalties 
or, in the case of “knowing” violations, criminal penalties of up to $50,000 or five times the value 
of the exports involved, whichever is greater, and imprisonment of up to 5 years. Violations of the 
TRA can also lead to the loss of tax benefits. 

Bayoi! Conduct On September 9, 1999, Augusto Giangrandi, on behalf of Bayoil, wrote 
to the Iraqi Oil Ministry and SOMO to confirm Bayoil’s interest in purchasing “a minimum of 
10,000,000 barrels of basrah light crude oil” during the sixth phase of the OFF program. He also 
expressed BayoiFs interest in purchasing “20-30 million barrels minimum every six months. On 
the same date, again acting as “Chairman, For and on behalf of Bayoil Supply & Trading Limited 
(BOTCO, Bahamas),” Mr. Giangrandi wrote the following note, which he signed and had notarized: 

“ TO WHOM IT MAY CONCERN 

We herewith confirm never to have sold directly or indirectly to Israel and further 

confirm that this policy will remain permanently in force during the entire validity 

of our contract.”’^^ 

Iraqi Policy of Prohibiting the Sale of Iraqi Oil to Israel. Subcommittee interviews with 
high-ranking officials of the Hussein regime confirm that, during the sanctions period, it was Iraq’s 
policy to prohibit the sale of Iraqi oil to Israel. One senior official in the Oil Ministry during the 
Hussein regime stated that the initial drafts of the standard contract written by SOMO for crude oil 
to be purchased under the OFF program contained a clause explicitly prohibiting the purchaser of 
the Iraqi oil from subsequently selling the oil to Israel.*” This high-ranking official persuaded 
SOMO not to include this explicit prohibition in the standard contract because, in his view, it would 
have been objected to by the United Nations and thereby impede Iraq’s ability to sell its oil under 
the OFF program. 

Instead, SOMO drafted standard contract language containing the following clauses regarding 
the destination of any crude oil purchased from SOMO: 

“ 1 . BUYER shall at all times comply with ail the laws, regulations and rules of the 
Republic of Iraq relating to destination of crude oil purchased hereunder in force 
from time to time. 

“2. BUYER undertakes that all laws, regulations and rules of the Republic of Iraq 
shall apply to the vessels employed by him to transport crude oil covered by this 
Contract. 


See, e.g., 1 5 CFR Chapter VII, Subchapter C, Part 760; 26 USC § 908. The EAA also requires persons to 
report requests they have received to comply with a teycott. The TRA requires taxpayers to report operations in or with 
or related to a boycotting country or requests to participate in or cooperate with an international boycott. 

Letter dated 9/9/99, from Augusto Giangrandi, Chairman, For and on behalf of Bayoil Supply & Trading 
Limited (BOTCO, Bahamas) to Ministry of Oil, State Oil Marketing Organization, Bayoil Bates Number SNT045424. 
Although Giangrandi’s signature block states he is writing tte letter for and on behalf of Bayoil, Bahamas, the letter blurs 
any distinction betw'een the affiliated Bayoil entities. The le^r states, “We are prepared to contract with you through 
our Bahamian company or any of our affiliates.” 

Letter dated 9/9/99, from Augusto Giangrandi, Chairman, For and on behalf of Bayoil Supply & Trading 
Limited (BOTCO, Bahamas) to Ministry of Oil, State Oil Marketing Organization, Bayoil Bates Number SNT045426. 
Sergio Carl ini, Director of Itaitech, signed an identical pledge: “We herewith confirm never to have sold directly to Israel 
and ftmher confirm that this policy will remain pennaiKntly in force during the validity of our contract.” Letter dated 
9/8/99, from Sergio Cariini to Whom It May Concern. 

Subcommittee Interview of Senior Iraqi Official No. I (4/17/05). 
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“3. BUYER undertakes, whenever required, to submit to SELLER or his 
representative within a reasonable time, the discharge certificate of each shipment 
duly endorsed by the Iraqi Representation (or any other acceptable representation) 
in the country of destination.”’^* 

Although this language did not expressly mention Israel, it could be interpreted as seeking to 
accomplish a boycott of Israel in a manner that would not be so obvious to U.N. officials or U.N. 
member states. 

Many of the contracts that Bayoil entered into for the purchase of Iraqi oil from Iraqi oil 
allocation holders contained similar language: 

“THE buyer undertakes THAT THE CRUDE OIL DELIVERED UNDER 
THIS AGREEMENT SHALL NOT BE IMPORTED BY ITSELF OR OTHERS TO 
ANY DESTINATION PROHIBITED BY THE GOVERNMENT’S COUNTRY IN 
WHICH THE CRUDE OIL WAS PRODUCED WITHOUT SELLER’S PRIOR 
ACCEPTANCE.”’"’ 

A prominent Iraqi businessman who did business in Iraq during the Hussein regime told the 
Subcommittee that he was familiar with the Iraqi oil trade during the OFF program. This individual 
stated it was necessary for persons seeking to purchase Iraqi oil to show they were not doing business 
with Israel in order to obtain a contract from SOMO.'^*^ 

Interviews with some ofthe most senlorofficials in the Hussein regime also confirm that Iraq 
prohibited the sale of its oil to Israel. In an interview with the Subcommittee, Iraqi Vice President 
Taha Yasin Ramadan explicitly stated that Iraq would not sell oil directly to Israel. “Everyone in 
Iraq would object to the sale of oil directly to Israel,” Ramadan stated.'^’ Subcommittee staff then 
noted that Iraq would not sell oil directly to the United States but permitted Iraqi oil to be sold to 
buyers who then sold it to the United States. When asked whether Iraq would allow a company to 
purchase Iraqi oil if Iraq knew that the eventual destination was Israel, Ramadan replied: 

“Israel and the United States are totally different situations. Israel is an enemy of 
Iraq. Of course we would object if the oil were eventually going to Israel. And if we 
ever found out that somewhere down the road the oil would end up in Israel, we 
would never sell to them again.’”^" 

Former Presidential Secretary Abid Hamid Mahmoud aI-Tikriti> who was in charge of 
Saddam Hussein’s personal security, also stated that Saddam Hussein would not permit Iraqi oil to 
be sold, either directly or indirectly, to Israel. Mr. Mahmoud stated: 

“If Saddam or Taha Yasin knew that some of the oil would be going to Israel, they 
would not allow it. They were all extremists on that issue. They all knew Saddam’s 


Article Eleven of Section Two (General Coiwhtions) ofthe SOMO standard Crude Oil Sales Contract. See, 
e.g., SOMO Crude Oil Sales Contract, 1996, Bates BAY04-0 1 642-72. One contract in the Bayoil files had two page 
elevens-one with the above language for Article Eleven, and the other with an additional clause preceding the three 
requirements listed above: “Except to the extent incoiKistent widi the laws of BUYER’S country and the laws applicable 
to the Banque Nationale de Paris.” See Bates BAY04-01534, 

See, e.g., unsigned contract between Bayoil and Omni Oil Company, July 26, 2001; unsigned contract 
between Bayoil and Emiroil Est, August 3, 2001 ; unsigned contract between Bayoil and Gulf Petroleum Limited, August 
14, 2001; unsigned contract between Bayoil and Gulf Oil and Gas International Corporation, September 6, 2001; 
unsigned contract between Bayoil and Rosnefiein^x NK “Rosneft,” September 25. 2002. 

Subcommittee interview of Iraqi Detainee No. 1 (4/16/05). 

Subcommittee inter\'iew with Tala YasinI^inadan(4/i8/05). 

Id. Iraq has been in a pemanent state of war with Israel since Israel became an independent state in 1 948. 
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position and they agreed on it. All of the ministers were extremists on this issue. If 
they deny it, I will call them a liar.”'” 

Possible Continuation of Boycott. Bayoil documents indicate that key SOMO officials may 
have attempted to continue the boycott of Israel even after Saddam Hussein was deposed. In the 
summer of 2003, for example, following the fall ofthe Hussein regime, Bayoil began to market itself 
to SOMO officials, the Oil Ministry, and officials working with the Coalition Provisional Authority 
to rehabilitate Iraq’s oil industry.”" In an email to Bayoil’s president on October 25, 2003, Bayoil’s 
John Irving relates a conversation he had with the SOMO director of marketing and a person who 
appears to be another senior SOMO official,'^^ While most of the email discusses matters related 
to pricing and marketing information, Item number seven reads as follows: “7) 1 respectfully asked 
him if policy towards Israel had changed and he said ‘NO! This evidence suggests that the policy 
of attempting to prohibit the sale of Iraqi oil to Israel may not have ended. 

E. STOPPING THE SURCHARGES 

From virtually the day Saddam Hussein began demanding that Oil-for-Food contractors pay 
illegal surcharges on contracts to buy Iraqi oil, the United Nations and its member states learned of 
these demands and tried to end this abuse of the OFF program. Major questions are how Saddam 
Hussein was nevertheless able to collect $228 million in surcharges over a 2 year period, what 
actions were taken to stop the surcharges, and what lessons can be learned from this experience. 

At the Subcommittee’s February 15, 2005 hearing, U.S. Ambassador to the United Nations 
for Management and Reform Patrick F, Kennedy delineated the responsibilities ofthe member states 
in enforcing the Iraqi sanctions and the Oil-for-Food program requirements: 

“The United Nations, first and foremost, is a collective body comprised of its 191 
members. A fundamental principle inherent in the U.N. Charter is that all member 
states will uphold decisions taken by the Security Council. The effectiveness of the 
sanctions regime against Iraq and the integrity of the oil-for-food program depended 
completely on the ability and willingness of member states to implement and enforce 
the sanctions. In this regard, member states had the primary responsibility for 
ensuring that their national companies and their citizens complied with the states’ 
international obligations.”'® 

The evidence indicates that, while the United Nations and several of its member states, 
including the United States and the United Kingdom, aggressively worked to try to prevent Iraq from 
imposing surcharges, there was virtually no effort by the United States to ensure that U.S. nationals 
were not paying surcharges. The United States imported about half the Iraqi oil exported during the 
surcharge period, and U.S. shipments of Iraqi oil accounted for about half of all the surcharge 
payments during this period. The United States’ failure to determine whether U.S. nationals were 
paying the illegal surcharges amounts to an abdication of its responsibility to enforce the Iraqi 
sanctions. 

1. Awareness of Surcharges 

In late 2000 and early 200 1 , senior Iraqi officials openly discussed their desire to impose a 
50-cent surcharge and, when that appeared infeasible, a 40-cent surcharge on OFF contracts to buy 


Subcommittee interview of Abid Hamid Mahmoud al-Tikriti (4/19/05). The translator for this interview 
explained that the word “extremist” in this context is akin to “hard-line,” or “absolutist,” and does not imply a viewpoint 
that is not within the Iraqi political mainstream. 

See, e.g., draft memorandum dated 6/5/03, from Bayoil to SOMO, Oil Minister, and the Iraqi Oil Advisory 

Board. 


Email dated 10/25/03, from Bayoil’s John Irving to David Chalmers, 5:18 AM. 

“The United Nations' Management and Oversight of the Oil-for-Food Program,” hearing before the U.S. 
Senate Permanent Subcoimniuee on Investigations (2/15/05), testimony of Ambassador Patrick F. Kennedy. 
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Iraqi Oil buyers immediately complained to the United Nations. Numerous articles about the 

surcharge issue appeared in the world press. Iraq even halted exports for several weeks in December 
in an unsuccessful, but very public, attempt to exert leverage on oil companies and the United 
Nations to authorize the payment of surcharges. 


In late November 2000, as explained earlier, SOMO proposed a very low Official Sales Price 
(OSP) for Iraqi oil that would be sold in December. The United States expressed immediate concern 
about the low price due to the surcharge demands. A U.S. State Department cable reported that the 
U.N. Oil Overseers had refused to endorse the submitted prices because it “WOULD CREATE AN 
OPPORTUNITY FOR UNAUTHORIZED REBATES TO IRAQ BY UNSCRUPULOUS 
OPERATORS OUTSIDE THE OIL-FOR-FOOD PROGRAM.”'™ The cable warned that Iraq was 
threatening to cut off its oil supplies if the U.N. 66 1 Committee did not agree to SOMO’s proposed 
prices. It instructed our Embassies in Moscow and Paris to inform their host governments that Iraq 
was “BLATANTLY THREATENING THE SECURITY COUNCIL AND SEEKING TO DISRUPT 
WORLD MARKETS,” the “U.S. SEES ITS NATIONAL INTERESTS IMPLICATED IN THIS 
IRAQI BEHAVIOR,” that “THE U.S, IS DETERMINED TO SEE IRAQ FAIL IN THIS EFFORT,” 
the U.S. was “WILLING TO WORK WITH YOU AND OTHERS TO PROTECT OUR COMMON 
INTERESTS,” and that “THE SECURITY COUNCIL MUST STAND UNIFIED AGAINST THIS 
CHALLENGE TO THE COUNCIL’S AUTHORITY.”'™ 

On December 13, 2000, another U.S. Slate Department cable reported Iraq was still 
attempting to collect illegal surcharges: 

“RECENT PRESS REPORTS INDICATE THAT IRAQ IS ONCE AGAIN 
ATTEMPTING TO IMPOSE A SURCHARGE ON OIL BUYERS TO BE PAID 
INTO AN ACCOUNT NOT CONTROLLED BY THE UN. THE US BELIEVES 
SUCH AN ACTION-WHICH IS INTENDED TO EVADE UN SANCTIONS, 
DIVERTS FUNDS FROM THE OIL FOR FOOD PROGRAM AND PROVIDE 
THE BAGHDAD REGIME WITH A SOURCE OF ILLICIT INCOME-MUST BE 
STRONGLY OPPOSED. A NUMBER OF SHIPS ARE WAITING TO LOAD 
IRAQI OIL BUT HAVE NOT DONE SO, LENDING CREDENCE TO THE 
REPORTS THAT IRAQ IS DEMANDING THE SURCHARGE AND OIL 
PURCHASERS ARE BALKING. 

“WE ALL NEED TO BE VIGILANT TO IRAQ’S ATTEMPTS TO OBTAIN A 
SOURCE OF FUNDS NOT UNDER UN CONTROL. 

* * ♦ 

"WE ISSUED A PRESS STATEMENT ON DECEMBER 12 INTENDED TO 
ENSURE THAT OIL BUYERS KNOW THAT PAYING A SURCHARGE TO 
IRAQ IS NOT AUTHORIZED AND THAT THEY ARE UNDER CLOSE 
SCRUTINY.”'* 


On December 15, 2000, the U.N. 661 Committee issued a notice to all buyers of Iraqi oil 

Stating: 


1) The sanctions committee has not approved a surcharge of any kind on Iraqi oil. 

2) Payments for purchasing Iraqi crude oil cannot be made to a non-UN account. 

3) Therefore, buyers of Iraqi oil shall not pay any kind of surcharge to Iraq.”'"*' 


See Section ITA of this Report. 

Unclassified U.S. State Department cable (11/22/CK)), STATE224i56. 

M- 

Unclassified U.S. State Department cable (12/14/00), STATE236493. 

United Nation 66! Committee fax dated 12/15/00, from die U.N. Oil Overseers to “Buyers of Iraqi Crude 
Oil ” No. S/AC.25/2000/OiL/l 330/FAX. 
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On January 8, 2001, the Oil Overseers reported to the U.N. 661 Committee that they had 
received numerous reports from the oil industry that Iraq was attempting to collect a 50-cent 
surcharge, and there had been a significant drop in Iraqi oil exports over the previous weeks due to 
the reluctance of oil purchases to pay the surcharges demanded.'® The Oil Overseers indicated they 
had received these reports directly from oil traders and oil companies, and had also read similar 
reports in the oil industry trade press. The Oil Overseers told the U.N. 661 Committee that as a 
result of the precipitous drop in exports following the imposition of the 50-cent surcharge, Iraq had 
lowered the surcharge to 40-cents-per-barrel. 

2. Stopping the Surcharges Through OSP Pricing 

A few months after the surcharges began, some members of the U.N. 66 1 Committee began 
urging the Committee to use OSP pricing policies to stop the surcharges. On February 7, 2001, for 
example, the United States Mission to the U.N. formally requested the U.N. Oil Overseers to report 
on the surcharge issue.'® The U.S, letter stated, “It is important that the overseers not recommend 
to the Committee a pricing mechanism that leaves room for a surcharge.” The letter asked the 
Overseers to report on “whether or not there is room in the most recent pricing mechanisms 
proposed by SOMO for imposition of a surcharge.” 

On February 13, 2001, the U.N. Oil Overseers reported to the U.N. 661 Conmiittee on 
SOMO’s proposal for a February Official Sales Price (OSP) for Iraqi oil. '''“ The Overseers noted that 
buyers of Iraqi oil were being asked to pay “a substantial premium over OSP’s; say between 20 and 
70 cents a barrel,” and that “in absence of end-users paying premia of at least around 20-25-cents- 
per-barrel,” Iraq was declining to export the oil. The Overseers recommended that the OSP for Iraqi 
oil be revised more frequently than once a month in order to prevent the difference between the 
market price of Iraqi oil and the OSP from growing large enough to allow surcharges to be imposed 
on top of the OSP. 

On February 20, 2001 , the Overseers responded to the U.S. Mission’s request for a report on 
the surcharge issue.'® The Overseers noted, “Many of the current contract holders seem to be 
intermediaries who are not known in the petroleum industry. They are very small in size and seem 
to have limited credit facilities. This means that, due to the large sums of money involved, they 
often cannot open letters of credit and/or charter ships on their own account.” End-users, such as 
oil refineries, were generally unwilling to purchase directly from these contract holders due to their 
limited assets and “the limited possibility for compensation in the event of non-performance.” 
Accordingly, the Overseers reported, the contract holders usually sold their oil to larger trading 
companies, which then sold the oil either to other trading companies or directly to the end-users. 
The Overseers explained that this scheme tended to inflate prices to the end-users, since each 
intermediary would raise the price of the oil to capture a profit. The Overseers wrote: 

“[S]ince December, end-users can consistently only buy Iraqi crude oil at a premium 

of 20-50 cents per barrel over the OSP .... To what extent, if any, these premia are 

being used to pay illegal surcharges to Iraq is unknown to the Oil Overseers. . . . 

However, direct contacts with traders and end-users in the oil industry confirm in 

broad terms what has been written in the professional press on this matter.” 

Through the spring and into the summer of 2001, the Oil Overseers became increasingly 
critical of SOMO’s price proposals and urged SOMO to propose higher OSPs. Individual U.N. 661 


See 661 Committee minutes; Subcommittee interview of Oil Overseer (5/3/05). 

See U.S. Mission letter to the U.N. 661 Committee (2/6/01 ). 

See “Letter dated 13 February 2001 from the Overseers addressed to the Chairman of the Security Council 
Committee established by resolution 661 (1990) concerning the situation between Iraq and Kuwait,” 

S/AC.25/2001/OIL/COMM.06. 

See “Letter dated 20 February 2{K)1 from the Overseers addressed to the Chairman of the Security Council 
Committee established by resolution 661 (19^) concerning the situation between Iraq and Kuwait,” 

S/AC.25/200i/OIL/COMM.07, 
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Committee members took different sides of the issue, with theU.S. and U.K. members supporting 
higher OSPs, and the Russian and Chinese members supporting SOMO’s recommendations as 
reasonable. A U.S. State Department cable sent on March 16, 2000, reported: 

“EVEN WITH A GENERAL CONSENSUS IN THE [661] COMMITTEE THAT 

THESE ILLEGAL PAYMENTS ARE UNDERMINING THE OIL-FOR-FOOD 

PROGRAM AND THE UN SANCTIONS ON IRAQ, IT BECAME CLEAR THAT 

OUR PROPOSALS WILL BE DIFFICULT TO SELL.”'" 

In early August, the British proposed that the OSP be revised every 10 days, but the United 
States objected on the grounds that such frequent pricing would disrupt the oil markets. Several 
weeks later, the U.S. and U.K. agreed on a proposal to revise the OSP every 15 days. Russia and 
China objected to the U.S.-U.K. proposal, insisting that pricing remain on a monthly basis. “In 
principle, we don’t like any change in the existing scheme, Russia’s deputy representative to the 
U.N. stated. ‘Oil exporters will experience difficulties in signing and fulfilling contracts. An 
official Iraqi newspaper stated, “Iraq is committed to prevent any change in what has been agreed 
concerning the fixing of the price of crude every 30 days.”'® 

The U.N. 661 Committee stalemated on the U.S.-U.K. pricing proposal. The issue was 
elevated to the U.N. Security Council in mid-September, but the Security Council was no more able 
to resolve the issue than the 661 Committee. Unable to obtain consensus on either a pricing 
approach or the duration of the OSPs, in or around October 2001, the U.S. and U.K, 611 Committee 
members began employing a delaying strategy that effectively achieved their aims. In essence, the 
U.S. and U.K. 661 Committee members began delaying approval of all price proposals until the 
specified time period had almost passed and oil was already loaded onto the purchasers’ vessels.''” 
By waiting until after the buyers’ ships had loaded the oil, the OSP for that loading could be adjusted 
to closely reflect actual market prices, thereby eliminating the market speculation that occurs when 
prices are set weeks in advance of a particular loading. 

This so-called “retroactive pricing” approach, which in effect was imposed by the United 
States and United Kingdom on the U.N. 66 1 Committee, succeeded in more closely aligning the OSP 
for Iraqi oil with world market prices, thereby eliminating the large profit margins that had allowed 
for the payment of illegal surcharges back to Iraq. In this respect, retroactive pricing “squeezed out” 
the surcharges. The United States maintained its support for this approach until the end of the Oil- 
for-Food program in 2003, despite ongoing opposition from some U.S. companies, including Bayoil, 
as well as from some foreign companies and some members of the United Nations. 

Due to divisions among members of the U.N. 66 1 Committee, it took 2 years for an effective 
pricing system to be developed and stop the surcharges. The State Department’s U.S, Mission to the 
United Nations took the lead on this issue on behalf of the United States, and played an active and 
creative role in using retroactive pricing to stop the Iraqi surcharges. At the same time, the 
retroactive pricing approach never became the consensus position of the U.N. 661 Committee and 
continued to generate controversy. 


Unclassified U.S, State Departttient cable (3/2UOt), USUNN00674. 

“U.S. Supports Britain in Move to Tighten Pricing of Iraqi Oil ” Washington Post (8/25/Oi). 

“Iraq Vows to Block British Bid to Change Oil Price Mechanism," Business Recorder (8/28/01). 

Subcommittee interview of U.N, Oil Overseer {5B/05). The United Kingdom apparently developed and 
proposed the retroactive pricing proposal; the United States then strongly supported it. 

Retroactive pricing also eliminated SOMO’s ability to alter loading dates to provide buyers of Iraqi oil with 
more favorable market conditions at the time of loading, id- 

See Figure 2, “Iraqi Oil Production Janoaiy 1999 - April 2003.” 
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3. U.S. Failure to Exercise Oversight of U.S. Nationals Buying Iraqi Oil 

At the same time U.S. officials aggressively pursued action at the United Nations to prevent 
Iraq from imposing illegal surcharges, the United States failed to take meaningful action to ensure 
that U.S. nationals were not paying those surcharges. 

A preliminary issue is who had responsibility for monitoring compliance and taking action 
to enforce the Iraqi sanctions, including the provisions of the OFF program. U.N. Security Council 
Resolution 661 (1990) sets forth the basic responsibilities of U.N. member states in enforcing the 
trade embargo against Iraq imposed by the resolution. In Resolution 661, the Security Council 
decided that “all States shall prevenf’: 

“(a) The import into their territories of all commodities and products originating in 
Iraq ... 

“(b) Any activities by their nationals or in their territories which would promote or 
are calculated to promote the export or trans-shipment of any commodities or 
products from Iraq . . . [and] 

“(c) The sale or supply by their nationals or from their territories or using their flag 
vessels of any commodities or products, including weapons or any other military 
equipment, whether or not originating in their territories but not including supplies 
intended for strictly medical purposes, and, in humanitarian circumstances, 
foodstuffs, to any person or body in Iraq ... or to any person or body for the purposes 
of any business carried on in or operated from Iraq ....” 

U.N. Resolution 661 clearly assigned to Member states the responsibility to ensure that their own 
nationals acted in accordance with the terms of the resolution. 

U.N. Security Council Resolution 986 (1995), which established the Oil-for-Food program, 
modified the Iraqi embargo in part by authorizing Member states to permit the import of Iraqi oil, 
subject to the approval by the U.N. 661 Committee of an application submitted by the State 
concerned, for each proposed purchase of Iraqi oil. Each application had to “includ[e] details of the 
purchase price at fair market value, the export route, the opening of a letter of credit payable to the 
escrow account . . . and of any other directly related financial or other essential transaction.” Oil 
purchases were also conditioned on “[pjayment of the full amount of each purchase of Iraqi 
petroleum and petroleum products directly by the purchaser in the State concerned into the escrow 
account to be established by the Secretary'-General for the purposes of this resolution.”'” 

Under the relevant Security Council resolutions, then, the responsibility for ensuring 
compliance with U.N. sanctions on Iraq rested with individual nations. This approach was in 
keeping with standard U.N. practice, since the United Nations has no law enforcement authority and 
no ability to take enforcement action against the nationals of a particular country. Only U.N. 
member states possess the legal authority to police individuals and entities within their jurisdictions. 

U.N. Responsibilities. The U.N, offices and bodies charged with administering the Oil-for- 
Food program did have certain responsibilities for establishing program requirements, reviewing 
contracts and contractors, and monitoring - but not enforcing - program compliance. 

The U.N. 661 Committee was assigned, for example, the responsibility to ensure that oil was 
purchased from Iraq “at fair market value.” To assist in this function, the U.N. 661 Committee 
employed three international oil experts, the U.N. Oil Overseers, to evaluate and make 
recommendations on whether SOMO’s proposed oil prices met that standard, in addition, the U.N. 
661 Committee was responsible for reviewing and approving or disapproving each contract to be 
issued under the OFF program. The United Nations also established an Office of Iraq Programme 


U.N.S.C.R. 661 (1990). 


U.N.S.C.R. 986 (1995). 



875 


-35- 

(OIP) to carry out various administrative functions essential to effective program operation. For 
example, the United Nations, through the OIP, contracted with one inspection company, Saybolt, to 
ensure that only authorized amounts of oil were loaded onto ships pursuant to U.N.-approved oil 
export contracts, and another inspection company, Cotecna, to “authenticate” humanitarian goods 
delivered to Iraq to ensure those delivered goods matched the ones actually purchased by Iraq under 
U.N.-approved import contracts. The U.N. 661 Committee also worked with the Maritime 
Interdiction Force to stop ships from violating the U.N. trade embargo by smuggling goods into or 
out of Iraq by sea. 

Like the U.N. Security Council, the U.N. 66 1 Committee consisted of representatives from 
the Council’s member states, including the United States. Throughout the OFF program the U.N. 
661 Committee operated under the principle of consensus voting - any single member could veto 
proposed Committee action. Hence, during the OFF program, it was the U.N. 661 Committee 
member states, rather than the United Nations itself, that bore ultimate responsibility and 
accountability for Committee actions. 

It was also clear throughout the OFF program, that the U.N. 661 Committee, OIP, the Oil 
Overseers and other U.N. personnel had neither the authority nor the resources to conduct 
meaningful, affirmative investigations into OFF wrongdoing - to determine, for example, whether 
approved OFF contractors or others were paying illegal surcharges to the Iraqi government outside 
of U.N. control or engaging in other acts of corruption.'^'* None of the U.N. offices were assigned 
or expected to perform that type of affirmative oversight. Even basic requests for information 
about specific allegations of wrongdoing usually had to be funneled through individual member 
states with the authority to compel their nationals to respond to U.N. inquiries. 

Nevertheless, on several occasions when allegations and evidence of specific acts of 
wrongdoing were brought to the attention of U.N. offices, they responded by attempting to gather 
more information; informing relevant member states about the allegations and informally asking 
them to gather more information or investigate the matter; or by formally referring the matter to the 
U.N. 661 Committee which, in turn, could formally request relevant member states to investigate 
the allegations.'^* This general approach, in which U.N. personnel did not affirmatively investigate 
wrongdoing but instead referred matters to member states, reflects the standard division of 
responsibilities between the United Nations and its member states. In general, under U.N. practice, 
it is the responsibility of the member states to investigate and take appropriate enforcement action 
against individuals and entities within their jurisdictions. 


Subcommittee interview of U.N. Oil Overseer (5/3/05). 

Id. Benon Sevan, the OIP Director, consistently took this position. For example, in 1 998, after giving a 
speech and in answer to a question about whether the United Nations was taking action to prevent contract kickbacks 
or illegal smuggling of oil or spare parts, Mr. Sevan responded as follows: 

“I'd like to clarify from the beginning that while we have an observation mechanism, we are not a policing 
mechanism. It is notmyjobormy colleagues’ job to try to police as to what is happening outside the program. 
There are other organizations and other mechanisms established around Iraq which take care of those things 
in terms of smuggling, el cetera, so therefore, it’s not up to my job, to my colleagues to do it. 

We just try to make sure that our observation mechanism and monitoring, we have a very good monitoring 
system in place regarding the arrival and utilization of spare parts, which was agreed by the council itself, by 
all the members, to make sure that things are used for the purpose they were authorized for. 

Benon Sevan, Remarks Before the Middle East Institute (I I/I6/98). Benon Sevan made similar statements in several 
U.N. 661 Committee meetings, reflected in Committee minutes. 

Subcommittee interview of U.N. Oil Overseer (5/3/05). The 661 Committee followed this practice, for 
example, when the captain of the oil tanker Essex informed tire United Nations that his ship was carrying more Iraqi oil 
than had been authorized by its U.N.-approved contoict. After obtaining his statement and supporting evidence, the 66 1 
Committee requested that France and the Netherlands investigate and report back on the activities of certain nationals 
alleged to have been involved in the wrongdoing. A similar procedure was followed when the U.N. Oil Overseers 
received specific evidence of allegations involving a Swiss company, Glencore International AG and asked the Swiss 
Government to investigate and report on its findings. See, e.g.. Letter dated 8 October 2001 from the Permanent 
Observer Mission of Switzerland to the Uiuted Nations Addressed to the Chairman, 661 Committee document 
S/AC.25/2001/COMM 465. 
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These basic principles played out in the context of the surcharge issue. The United States 
aggressively used its position and authority as a U.N. 661 Committee member to devise policies that 
made it difficult for Iraq to impose and collect illegal surcharges. The United States did not, 
however, provide a similar level of effort outside the 661 Committee in discharging its 
responsibilities to ensure its own nationals were not paying illegal surcharges. 

U.S. Responsibilities. With respect to sanctions on Iraq, several U.S. executive branch 
agencies had roles in carrying out and enforcing U.S. law and policy regarding U.N. and U.S. 
sanctions on Iraq and the Oil-for-Food program. 

Most prominent was the U.S. Treasury Department’s Office of Foreign Assets Control 
(OF AC) which administers over two dozen sanctions programs that the United States has imposed, 
including sanctions on Iraq.'’’ According to the OF AC website: 

“...[OF AC] administers and enforces economic and trade sanctions based on U.S. 
foreign policy and national security goals against targeted foreign countries, 
terrorists, international narcotics traffickers, and those engaged in activities related 
to the proliferation of weapons of mass destruction. OF AC acts under Presidential 
wartime and national emergency powers, as well as authority granted by specific 
legislation, to impose controls on transactions and freeze foreign assets under US 
jurisdiction. Many of the sanctions are based on United Nations and other 
international mandates, are multilateral in scope, and involve close cooperation with 
allied governments.”'’® 

To carry out its responsibilities, OF AC has about 140 employees engaged in licensing, compliance, 
and enforcement activities. 

In January 1 99 1 , OF AC promulgated comprehensive regulations to implement U.N. Security 
Council Resolution 661 and the related U.S. Presidential Executive Orders imposing a trade embargo 
on Iraq.'” Following the passage of Resolution 986, which created the Oil-for-Food program, 
OF AC amended its regulations to allow persons to apply to OF AC for specific licenses, on a case- 
by-case basis, to purchase oil from the Government of Iraq “in accordance with the provisions of 
U.N. SC Resolution 986, other relevant Security Council resolution, the Memorandum of 
Understanding, and other guidance issued by the 661 Committee.”'® A specific license to purchase 
oil from Iraq granted the licensee authority “to perform a contract approved by the 661 Committee 
or its designee in accordance with its terms.”'®' Hence, for U.S. nationals, it was not only a U.N. 
requirement, but a requirement of U.S. regulations that U.S. persons comply with the OFF program. 

According to OF AC, “All U.S. persons must comply with OF AC regulations, including all 
U.S. citizens and permanent resident aliens regardless of where they are located.”'® Fines for 


For more information on OFAC’s role in implementing the United States’ sanctions against Iraq, see 
testimony of Juan Carlos Zarate. Assistant Secretary of tte Treasury for Terrorist Financing and Financial Crimes, before 
the Subcommittee (11/15/04). 

United States Department of Treasury Office of Foreign Assets Control website, at 
http://www.treas.gov/offices/enforcement/ofac/. 

31 C.F.R. Part 575 - Iraqi Sanctions Regulations (1991). 

31 C.F.R. §575.523 (1996). OF AC also authorized tlw issuance of specific licenses to individuals assisting 
third-country persons obtaining oil from the Government of Iraq, id, at §575.522; providing humanitarian goods to Iraq, 
id. at §575.525; and providing oil-field equipment to Iraq, id, at § 575.523. OFAC provided a general authorization 
to persons to import Iraqi-origin oil if the oil had aircatfy been ejq)orted from Iraq in accordance with a contract that 
already had been approved by the 66 1 Committee, id. at §575.526. 

14 

U.S. Department of Treasury, Office of Foreign Assets Contol, Frequently Asked Questions, at 
http://www.treas.gov/offices/enforcemenl/ofac/faq/. 
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violating OFAC regulations “can be substantial."'® Persons violating OFAC’s Iraqi sanctions 
regulations, for example, were subject to civil penalties of up to $275,000 per violation and, for 
willful violations, criminal penalties of up to $1 million in fines and not more than 12 years 
imprisonment, or both.'“ 

Several offices within the U.S. State Department also played key roles in the U.S. sanctions 
and OFF programs, including the U.S. Mission to the United Nations, which interacted directly with 
U.N. officials administering the OFF program; the Office of Economic Sanctions Policy, which 
handled a variety of compliance issues including reviewing OFF contractor applications and 
proposed contracts to ensure consistency with U.S. foreign policy; and the Energy Producing 
Country Affairs Division, which provided expertise on oil markets and OFF pricing issues. Experts 
from the U.S. Commerce Department and U.S. Energy Department also provided key advice and 
assistance. The U.S. State Department, however, had no regulatory authority or law enforcement 
responsibilities with respect to the application of Iraqi sanctions to U.S. persons. 

Although each of these U.S. offices expended considerable resources on various aspects of 
the OFF program, virtually none of them exercised oversight over individual U.S. participants in the 
Iraq oil trade. The U.S. State Department, for example, does not usually engage in enforcement 
actions in U.S. sanctions programs. In fact, one U.S. State Department office told the Subcommittee 
that it operated under the philosophy that “in America you are presumed innocent until proven 
guilty,” and maintained apolicy of not questioning U.S. companies about their actions in Iraq. It told 
the Subcommittee that it made no inquiries into whether particular U.S. companies might have been 
paying surcharges. 

OFAC, on the other hand, has a standing enforcement program. OFAC told the 
Subcommittee, however, that it considered the Iraqi sanctions program unique among the two dozen 
sanctions programs it administered, due to extensive U.N. involvement. OFAC officials indicated 
that, in their view, it was the United Nations, not the United States, that was responsible for 
administering Iraqi sanctions.'® In addition, OFAC considered it to be the U.N.’s primary 
responsibility to monitor and enforce compliance. With respect to issues involving Iraqi oil, OFAC 
officials noted that OFAC did not have any expertise in oil pricing or the operation of international 
oil markets, while the United Nations had a panel of world-class experts, the Oil Oversees, to help 
it manage and oversee the OFF program. For that reason, OFAC indicated that it deferred to the 
United Nations on procedures to approve contractors and individual contracts. 

OFAC’s position on these issues suggests a fundamental misconception about the relative 
roles of U.N. and U.S. officials in ensuring sanctions compliance. OFAC apparently did not realize 
that, although the United Nations had the overall lead in administering the OFF program, U.N. 
member states retained the primary responsibility to ensure that their nationals complied with the 
sanctions and OFF programs. Moreover, from a legal perspective, U.S. persons and companies were 
not bound by U.N. requirements, but only by the laws and regulations promulgated by individual 
U.N. member states, which meant that U.S. oversight was essential to enforce compliance with U.S. 
laws and regulations imposing sanctions on Iraq. OFAC’s misunderstanding of its enforcement 
responsibilities resulted in its devoting few resources to the oversight ofU.S, participants in the OFF 
program, including Bayoil, 

Failure to Scrutinize Activities of U.S. Nationals. A striking contrast exists between the 
active efforts of the United States within the U.N. 661 Committee to stop Iraq’s illegal surcharges 
through setting OSP prices, and its failure outside of the 661 Committee process to exercise 
meaningful oversight to determine whether U.S. nationals were paying illegal surcharges. This U.S. 
failure is even more striking in light ofU.S. proposals to increase U.N, 661 Committee standards and 
oversight for the companies seeking U.N. approval to obtain Iraqi oil contracts. 


14 

31 CFR§ 575.701 (1997). 

Subcommittee interviews of OFAC officials (4/27/05 and 5/5/05), 
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To win an OFF contract, a person or company had to be designated a “national oil purchaser” 
by a specific U.N. member state. Member states were supposed to evaluate each applicant for this 
designation and then forward only approved applications to the United Nations. In the United States, 
OF AC was assigned the responsibility of approving U.S. companies as “national oil purchasers,” and 
issued Federal regulations establishing a procedure for doing so.'“ 

OF AC told the Subcommittee, however, that it viewed its role as a purely ministerial effort 
to ensure that the applicants were, in fact, U.S. companies and had correctly completed the 
registration forms. These forms required the applicant to provide only basic information-such as 
the name, address, and telephone number of the applicant. OFAC then sent the applications to the 
U.S, State Department which, in turn, forwarded them to the United Nations, OFAC told the 
Subcommittee that it assumed the United Nations was performing a more substantive screening, 
since the Oil-for-Food program was a U.N.-run program, In contrast, the U.N, Oil Overseers told 
the Subcommittee that they, too, performed a ministerial review of the applications, because 
according to the procedures established by the 661 Committee, it was the responsibility of the 
Member states to determine the qualifications of their “national oil purchasers."'® Moreover, once 
the U.N. signaled its approval of a particular application, OFAC automatically issued a U.S. license 
to the approved applicant to perform OFF contracts. 

In a number of instances, within the 661 Committee the United States objected to various 
persons and entities that had been approved by other countries to obtain oil contracts with Iraq.'® 
In 2001, as the United States became increasingly concerned that intermediary companies were 
being used by Iraq as conduits for illegal surcharges, the United States began to urge the U.N. 661 
Committee to impose more stringent requirements for companies seeking Iraqi oil contracts, such 
as additional financial and registration requirements. The U.S. proposals were objected to, however, 
by other 661 Committee members, including Russia. One U.S. State Department cable, written in 
June 2001, reported: 

“RUSSIA OPPOSED SETTING INTERNATIONAL CRITERIA FOR 
COMPANIES ELIGIBLE TO PURCHASE IRAQI OIL AND MAINTAINED THAT 
NATIONAL MEASURES WERE ADEQUATE TO WEED OUT COMPANIES 
PAYING THE SURCHARGE.”'™ 

This cable also stated that the "national measures” taken to date had clearly been insufficient, as the 
surcharges were continuing: 

“THE U.S., UK, NORWAY AND IRELAND ARGUED THAT COLLECTIVE 
MEASURES WERE NECESSARY. NATIONAL MEASURES, ON WHICH THE 
SYSTEM RELIED AT PRESENT, WERE CLEARLY NOT SUFFICIENT SINCE 
IRAQ CONTINUED TO COLLECT SIGNIFICANT SURCHARGE,”'” 

Despite the U.S. State Department’s awareness that national measures taken to date had been 
insufficient to stop the Iraqi surcharges, the United States took no action to ensure its own 
enforcement office, OFAC, strengthened its oversight efforts. Instead, OFAC continued its minimal, 
ministerial approach to OFF oversight. 


See 31 CFR § 575 (Subpart E). 

Subcommittee interviews of OFAC officials (4/27/05) and (5/5/05). 

Subcommittee interview of U.N. Oil Overseer (5/3/05). 

See, e.g., Subcorarrtittee Staff Report on Oil Allocations Granted to the Russian Presidentiai Council 
(5/17/05), at 4. 

Unclassified U.S. Slate Department cable(6/5/0I),USUNN013I4. 

’’’ Id, It is perhaps worth noting that, by 2001, U.S. con^anies were no longer applying for or obtaining OFF 
contracts to buy Iraqi oil, due to the Iraqi policy barring direct contracts to U.S. interests. Thus, U.S. proposals would 
have affected only non-U.S. companies. 
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As indicated earlier, soon after the illegal surcharges began, they became a major topic at the 
United Nations and U.N, 661 Committee. They were also the subject of multiple media stories, 
industry articles, and academic analysis. For example, in early February 2001, the Middle East 
Economic Survey (MEES), a respected source of information on Middle Eastern energy issues, 
reported U.S. refiners were “buying the overwhelming majority of Iraqi oil exports,” mostly through 
small companies and traders. The MEES noted that the U.S. companies were demanding written 
assurances that no surcharges had been paid on the oil, but also stated "Major consuming countries 
are turning a blind eye to Iraq’s efforts to impose the surcharge, perhaps because Iraqi oil supplies 
are needed in order to help bring world oil prices down.”'” 

On Sunday, February 1 8, 2001 , a column in amajor Washington newspaper expanded on the 
MEES analysis and explicitly identified intermediary companies in the Iraqi oil trade as the likely 
source of surcharge payments. 

“Baghdad’s take from [oil sales to Jordan, Turkey, Syria, and through the Persian 
Gulf] adds up to more than $1 billion a year. But this illicit loot wasn’t enough for 
Saddam, and last November he got greedy. Baghdad announced that effective Dec. 

1 , companies buying Iraqi crude through the official ‘oil-for-food’ program would 
have to pay a 50-cent-per-barrel surcharge to a separate account controlled by the 
regime. Saddam apparently thought that with a tight oil market and rising prices, he 
could squeeze the major companies and force them to pay what amounted to a private 
kickback, according to Randa Takleddine, who covers oil for the Arabic daily A1 
Hayat. 

“But to Baghdad’s surprise, TotalFinalElf and some other big companies that have 
been friendly with Iraq refused to pay. Official Iraqi exports plummeted - from 
about 2.1 million barrels per day in November to 1 .2 million in December. As the 
oil market softened, the Iraqis cut the surcharge - first to 40 cents a barrel and then 
last month to between 25 and 30 cents. But still the majors wouldn’t play - at least 
not directly, 

“In the shadows of the oil-trading world, however, a weird system has grown up over 
the past two months. Several dozen unknown companies have emerged as the main 
buyers of Iraqi crude. Based in places such as Belarus, Liechtenstein, and Malaysia, 
these appear to be 'nameplate’ companies that exist only on paper. They apparently 
pay the surcharges and then sell Iraqi crude to established oil-trading firms. Giant 
oil companies then buy the Iraqi cmde from the traders. The majors demand 
assurances that the traders haven’t paid any surcharge, but as one analyst notes, 

‘some of these traders will sell their mother for a buck.’ 

“And who’s indirectly buying the Iraqi oil? American consumers, that’s who. As of 
February, notes Khadduri’s newsletter, ‘US refiners ... are buying the 
overwhelming majority of Iraqi oil exports.’ The newsletter explains that 
‘ExxonMobil, BP and Texaco have taken the initiative to acquire oil through third 
parties,’ while TotalFinalElf and some other European and Japanese majors ‘are still 
shying away from Iraqi oil,’ 

“The lesson for the Bush administration is that Saddam’s regime is so hungry for 
cash that it’s taking risks-and making mistakes.” 

This article broadcast the same surcharge analysis being discussed within the U.N. 66 1 Committee 
to a wider U.S. audience, but no U.S, agency responded by initiating an analysis to determine 
whether U.S. companies like Bayoil were financing illegal surcharges at the expense of American 
consumers. 


“US Snaps Up Most Iraqi Oil Exports," Aeence Fiance Press (2/5/01). 

“Iraq Sanctions Ought to Target Saddam’s Helpers," by David Ignatius, Washington Post (2/1 8/01 ). 
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The United States did take some general steps. For example, a week after the U.N. 661 
Committee issued a directive warning all OFF participants not to pay surcharges on OFF contracts, 
OF AC issued similar guidance to OF AC licensees, warning them not to pay surcharges into Iraqi- 
controlled accounts.'” A few months later, in April 2001, the U.S. State Department sent a similar 
warning to about two dozen U.S. companies active in the Iraqi oil trade.'” 

But aside from these general warnings, the Subcommittee Minority Staff has been unable to 
identify any action taken by any U.S. agency to determine whether U.S. companies were paying or 
financing illegal Iraqi surcharges. For example, neither OF AC nor the U.S. State Department ever 
conducted a survey or asked U.S. oil companies or traders for information about who was selling 
them Iraqi oil, what pricing mechanisms were being used, and whether they had been asked for or 
were aware of surcharges or commissions being paid on that oil. Despite a massive influx of Iraqi 
oil into the United States during the surcharge period- a 2-year period during which U.S. companies 
bought a significantly greater percentage of Iraq’s oil than in past years'” - neither OF AC nor the 
U.S. State Department made any specific inquiries to U.S. oil companies or traders that might have 
prevented or discouraged them from buying oil on which surcharges had been paid. 

Failure to Examine Licensed Activity. The United States not only failed to conduct any 
affirmative inquiry into possible U.S. company involvement with the payment of illegal surcharges, 
the United States also failed to make use of its licensing authorities to obtain information about 
transactions in Iraqi oil. 

OFAC is, again, the key office, since it was responsible for issuing the licenses allowing U.S. 
persons to engage in business transactions with Iraq. OFAC established detailed licensing 
procedures which applied to not only U.S. persons seeking to buy oil directly from Iraq, but also U.S. 
persons seeking to join efforts by non-U.S. persons to buy this oil.'” 

OF AC’s regulations allowed U.S. persons, under ageneral license, to enter into contracts and 
contract negotiations with the Government of Iraq to purchase Iraqi oil, provided that contract 
performance was made contingent upon OFAC approval of the contract itself.'™ That meant U.S. 
persons were allowed to participate in contract negotiations with Iraq, provided they obtained U.S. 
and U.N. approvals before actually buying any oil.'” 

In theory, the U.S. licensing process provided multiple opportunities for contract oversight. 
Prospective contractors had to get a contingent contract to buy oil from the Iraqi government; submit 
it to OFAC for preliminary approval; if OFAC approved, OFAC sent the contract to the U.S. State 
Department to determine whether the proposed contract was consistent with U.S. foreign policy; if 
the U.S. State Department approved, the contract was sent to the United Nations; and if the United 
Nations approved, the contract was sent back to OFAC which then issued a specific license to buy 
the oil.""’ In practice, few U.S. companies applied for a license to buy oil from Iraq, due to the Iraqi 


’ See OFAC “Guidance on Payments forlraqi-Origin Petroleum Pursuant to Licensed Purchases,” ( 1 2/22/00). 

See “State Department urges US oil firms to shun ‘tainted’ Iraqi crude,” Agence France Presse (4/23/0 1 ). 
The U.S. State Department has told the Subcommittee that, to date, it has been unable to locate a copy of the document 
it sent out on this date. 

See Figure 6. 

OFAC regulations stated that if a U.S. person -wanted to engage in transactions incidental to UNSCR 986 
activities by a person not from the United States or Iraq - a so-called “third-country national” ~ that activity would also 
require specific OFAC licensing. 31 CFR§ 575.418; see also 31 CFR§§ 575.523(d), 575.524(d), 575.525(d). 

31 CFR§ 575.522(a) (1997). 

Although U.S, persons could negotiate with Iraq for an oil contract, they were not allowed to travel to Iraq 
for that or any other purpose, without a separate OFAC license. 

Section 575.523(a) ofthe OFAC regulations provided that s{»cific licenses maybe issued on a case-by-case 
basis to permit U.S. persons to purchase oil from tiie Government of Iraq, and that such licensees were authorized to 
perform contracts approved by the U.N. 661 Committee in accordance with its terms. The requirement for a specific 

(continued...) 
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policy against issuing OFF contracts directly to American companies. Instead, most bought Iraqi oil 
indirectly, from someone other than the Iraqi government. 

In the few cases where U.S. companies did apply for a license to buy Iraqi oil, OF AC told 
the Subcommittee that OF AC did not perform any substantive review of the contract terms, examine 
any pricing issues, or conduct any inquiry into the parties involved before issuing a license. In most 
instances, according to OFAC officials, a person who had obtained a contract with Iraq for the 
purchase of oil did not even submit a copy of that contract to OFAC when applying for a specific 
license to execute the contract. Instead, OFAC told the Subcommittee that its role in the process was 
purely ministerial, consisting primarily of forwarding the licensing application, with appropriate 
paperwork, to the U.S. State Department to determine whether the proposed contract was consistent 
with U.S. foreign policy. The U.S. State Department apparently also provided minima! oversight 
of OFF contracts to buy oil from Iraq.'*' Instead, oil contracts were forwarded to the United 
Nations, and it was left up to the United Nations to determine whether the terms of a specific 
contract were appropriate under the U.N, sanctions program. 

OFAC also performed a cursory review of license applications submitted by U.S. persons 
seeking to assist third-party nationals in buying oil from Iraq. OFAC told the Subcommittee that, 
when processing these license applications, OFAC did not review or inquire into the identity of the 
third-country national or the nature of the transactions. In addition, according to OFAC, this license 
could be used to provide indirect assistance to third-party nationals who were not even named in the 
license. Thus, for example, when Bayoil USA obtained a license to assist its Bahamas affiliate to 
buy Iraqi oil, OFAC allowed Bayoil USA to use the same license to indirectly assist - through Bayoil 
Bahamas - other, unidentified third party nationals such as Italtech and various Russian companies 
which were also seeking to buy Iraqi oil. This approach meant that a license for a U.S, person to 
assist a third-country national to buy oil from Iraq was not used by OFAC to gather infomiation 
about Iraq exports or U.S. business dealings in Iraq, but functioned simply as a pro forma registration 
requirement. 

Failure to Examine Bayoil’s Activities. The United States also failed to exercise any 
oversight of Bayoil. Bayoil was well known during the surcharge period as an active participant in 
the Iraqi oil trade and a primary supplier of Iraqi oil imports to the United States, In fact, Bayoil 
advertised its role in the correspondence it was sending to a variety of U.N. and U.S. officials on 
Iraqi oil pricing issues, as explained earlier. In addition, several oil trade press articles discussing 
the surcharge issue also explicitly identified Bayoil as a company which was then actively buying 
and selling Iraqi oil.'*^ 

Not only that, on two occasions in 200 1 and 2002, the U.N. Oil Overseers specifically asked 
the U.S. State Department to help them obtain certain information from Bayoil related to specific 
oil shipments. The State Department, in turn, referred both matters to OFAC. OFAC never 
responded to the State Department’s request, and the State Department never provided the U.N. Oil 
Overseers with the requested information on Bayoil. These inquires also never triggered any 
substantive review of Bayoil by either OFAC or the State Department. 

The first U.N. inquiry took place in the summer of 2001, after the U.N. Oil Overseers 
obtained information indicating that a number of companies, including Bayoil, may have been 


(...continued) 

OFAC license was intended to serve two fimcttons: first, itaudiorized the U.S. person to perform the OFF contract, and, 
second, it informed the United Nations that such U.S. person -ms, authorized to perform that contract. 

This lack of substantive review within the executive branch of OFF contracts to buy oil from Iraq is in 
contrast to extensive U.S. State Department review of OFF contracts to sell humanitarian goods to Iraq. The United 
States reviewed virtually all OFF contracts seeking to sell goods to Iraq in order to prevent the sale of prohibited military 
or dual use equipment, put holds on and objected to many of those conhacts, and was effective in preventing the Iraqi 
government from rebuilding its military or acquiring weapons of mass destruction. 

See, e.g., “Iraq Dodges UN in S70 Million Crude Export Bid ” The Oil Daily (10/5/01); “Little Progress 
at UN on Dispute over Iraqi Oil Surcharge,” Platt's OileramNe^ (12/15/00): “UN Rejects Some New Iraqi Crude 
Prices,” Platt’s Oil 2 ram News (7/1 2/01 ). 
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“transshipping” Iraqi oil in violation of OFF program requirements. Under the OFF program, Iraqi 
oil was priced according to the final destination of the oil. Generally, oil sent to the United States 
was priced less than oil destined for Europe, in part to compensate for the additional cost of shipping 
it across the Atlantic Ocean. This pricing policy was in accordance with industiy practice for other 
types of Middle Eastern oil. The U.N.-approved contracts all contained a clause that prohibited a 
buyer of Iraqi oil from “transshipping” the oil - that is, unloading the oil at any destination other than 
the designated final destination, and then putting it on a different ship. This prohibition on 
transshipment was meant to prevent cheaper-priced Iraqi oil that had been marked for North America 
from being unloaded in Europe instead, thereby undercutting legitimate purchasers in Europe and 
reaping unjustified profits for the seller. Transshipment was a particular concern in the OFF 
program, as the excess profits resulting from the switching of a destination could be a source of 
funds to pay illegal surcharges to the Imqi government.’*^ 

After hearing several reports of transshipments, the U.N. Oil Overseers attempted to contact 
the companies involved to determine whether the actual destination of the crude oil was consistent 
with the designated destination in the U.N.-approved contract. Among these companies, Bayoil was 
particularly aggressive in refusing to provide the requested information.’*** 

The Overseers were concerned about several specific shipments in which Bayoil unloaded 
oil marked for North America at the Red Sea entrance of the SUMED oil pipeline, a pipeline which 
runs parallel to the Suez Canal. The Overseers wanted to know whether this transshipment, which 
violated Bayoil’s U.N.-approved contracts, resulted in a change of destination of the oil firom North 
America to Europe or Africa, or whether Bayoil had instead re-loaded the oil in the Mediterranean 
and actually shipped it to North America.'*^ 

Bayoil initially refused to provide any information in response to the Oil Overseers’ request. 
In a letter addressed to the Chairman of the 661 Committee, Bayoil’s president complained of the 
“compelling evidence of a long standing prejudice toward myself and the company I am affiliated 
with.” He stated “the documentation request is completely outside the [Oil Overseer] Mr. Teliings’s 
authority and mandate under the program.” He infomied the 661 Committee he would “respectfully 
decline Mr. Telling’s request for information outside the authority of this office, while maintaining 
our accountability to all our suppliers, including SOMO, with respect to meeting contractual terms 
and conditions.’”** 

In a July 14, 2001, letter to the U.N. Overseers, Bayoil wrote that it was “perplexed” by the 
Overseers’ request for information about the transshipments, but “exclusively as a matter of 
courtesy”would nonetheless provide certain information “in the spirit of cooperation.” Bayoil then 
provided, for each of the shipments, the vessel name, quantity of oil loaded, bill of lading date, 
loading port, destination, and routing to the final destination (i.e. through the SUMED or around the 
Cape of Good Hope).’*^ This information, however, was not responsive to the Overseers’ request 
for documentation showing the actual, final destination of the oil aboard those ships. 


Subcommittee interview of U.N, Oil Overseer (5/5/05). 

'**' M- 

Transshipment of oil through the SUMED pipeline for oil aboard tankers that were too large to pass through 
the Suez Canal was a technique used by shippers of oil from the Middle East with North American destinations to avoid 
having to sail around the Cape of Good Hope; this shortcut could reduce the journey to North American by about twelve 
days. The Oil Overseers desired more information so they could determine whether the transshipment was due to a 
legitimate desire to save costs or some other motive, including the need to find a way to accommodate Iraq’s surcharge 
demands. Id All of the shipments involved were shipments for which Iraq assessed surcharges. 

Memorandum dated 6/25/01, from Bayoil to the U.N. 661 Committee Chairman, Bates BAY04-0I301-02. 
A Bayoi! document labeled “Draft” indicates that Bayoil may l«ve made the same complaints about the Oil Overseers 
to the Russian mission to the U.N. Draft Memorandum dated 6/25/01, from Bayoil to the U.N. Mission of the Russian 
Federation, Bates BA YOILUSA 015391. 


Memorandum dated 7/14/01, from Bayoil to the U.N. Overseers, Bates BAYOILUSA015393. 
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As a result, the U.N.’s Office of Iraq Programme contacted the U.S. Mission to the United 
Nations and asked the United States to require Bayoil to provide the information to the United 
Nations. In turn, on August 17, 2001, the U.S. State Department formally requested OFAC to 
“contact Bay Oil and urge that the company respond quickly and completely to the Office of the Iraq 
Program’s request for information.”'** 

OFAC records indicate that OFAC did not act on the State Department’s request for 8 
months. It was not until April 23, 2002, that OFAC responded to the U.S. State Department’s 
request by writing to Bayoil to request “a complete report in writing concerning your transactions 
conducted pursuant to the OFAC Licenses or otherwise subject to the provisions of the Reporting 
Regulations.”'” OF AC’s request to Bayoil did not include any request for the specific information 
that had been sought by the United Nations. OFAC officials told the Subcommittee that OFAC 
personnel recalled that the matter involved suspected surcharges, but did not believe they had the 
authority to request any information other than regarding “licensed activities.”'” 

In May 2002, Bayoil responded that it no longer contracted directly with Iraq and so had no 
licensing activity to report.”' Since it had not been asked for specific shipment information, Bayoil 
did not supply any of the information that had been sought by the United Nations. 

OFAC did not submit Bayoil’s response either to the U.S. State Department or to the United 
Nations. Instead, OFAC telephoned Bayoil to request “authorization from Bayoil to disclose the 
Report to the United States Department of State and to the United States Mission to the United 
Nations.””* On July 2, 2002, Bayoil wrote to OFAC to authorize the transmission of the Report, 
“subject to the condition that such Report not be disclosed by Recipients to any other person or 
entities (including other U.N. Missions) without Bayoil’s prior consent.”'” According to OFAC 
officials interviewed by the Subcommittee, this latter condition would have prevented the 
transmission of the Report to U.N. officials. But according to OFAC officials interviewed by the 
Subcommittee, the information was never even provided to the State Department. OFAC personnel 
prepared a document to forward Bayoil’s response to the State Department but never actually 
transmitted the document. Hence, the United States never responded to the U.N.’s request for 
assistance in obtaining information about the U.N.’s concerns that Bayoil had violated the terms of 
the U.N, -approved contracts. Significantly, a violation of the terms of the U.N.-approved contract 
would also have constituted a violation of the OFAC license under which the contract was 
authorized. 

Meanwhile, the Oil Overseers, acting under the authority of the U.N, 66 1 Committee and the 
Security Council, continued to demand the information directly from Bayoil. On November 28, 
2001, the Overseers wrote to Bayoil to “restate the information we require.” Specifically, the 
Overseers sought “the relevant logistical information” about two specific shipments by Bayoil, one 
that had been purchased from Italtech, and another that had been purchased from the Russian 
company Rusnafteimpex. The Overseers told Bayoil, “As nearly six months have now passed since 


Memorandum dated 8/17/01, from Brace Winiamson, Acting Director, Office of Economic Sanctions 
Policy, to R, Richard Newcomb, Director, OFAC. 

Letter dated 4/23/02, from David H. Hannon, Chief, Enforcement Division, OFAC, to Bayoil, Inc. 

Subcommittee interview of OFAC officials (5/5/05). 

The May 2002 letter from Bayoil stated that “it and its affiliates engaged in only one transaction involving 
Iraqi crude oil pursuant to the OFAC Licenses.” The response also stated, “Bayoil believes that its failure to be offered 
any oil contract allocations after 1997 was due to an Iraqi govenunent policy not to sell its crude to any entity with a 
possible U.S. interest. Seeing no apparent change in this Iraqi policy, Bayoil deteimined that continuing to obtain OFAC 
licenses in the hope of a ftiture contract was a waste of its time and resources, and thus no fiirther licenses were requested 
In light of Bayoil's extensive business dealings with Iraq, however, this response was highly misleading. Letter 
dated 5/22/02, from Bayoil’s legal counsel, Dickstein, Shapiro, Morin & Oshinsky, LLP, to OFAC. 

Letter dated 7/2/02, from Bayoil’s legal counsel, Dickstein, Shapiro, Morin & Oshinsky, LLP, to OFAC. 


Id. 
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we first requested this inforaiation, we would like to advise that, in absence of a prompt response, 
we have to inform the United Nations Sanctions Committee of this situation.”'’"' 

On January 10, 2002, the Oil Overseeis again wrote to Bayoil. In this correspondence, the 
Overseers wrote: 

“Our understanding on this issue is as follows. Both cargoes of oil were bought by 
Bayoil Supply and Trading . . , and that this company was involved in the shipment 
of this oil to its ultimate destinations. The clause in the SOMO oil purchase contract 
(letter of credit), which prohibits transshipment, was not adhered to and this oil was 
pumped via the SUMED pipeline into other vessels. 

“Although we have no reason to believe that any violation of destination restrictions 
has taken place, you will appreciate that monitoring of this is difficult in cases like 
this where the oil has been transshipped. 

“Albeit that some information has been provided, this remains incomplete. In order 
to eliminate any doubt and to satisfy that no money has been withheld from the UN- 
Iraq account, we urge you again to supply us with all the relevant information on this 
matter. Specifically, for the aforementioned vessels we require discharge dates and 
discharge volumes.”'® 

Once again, the Oil Overseers threatened, if the information was not forthcoming, to inform the 
Director of the Office of Iraq Programme “for the purpose ofbriefing the 66 1 Sanctions Committee.” 

Bayoil again responded with charges ofbias and prejudice against the Oil Overseers. Bayoil 
wrote it was “surprised by the continued request directly to Bayoil relating to specific detailed 
information,” and was “greatly concerned” that the Oil Overseers were “on some kind of mission 
to find fault with our Company.” It charged the Overseers with “apparent prejudice toward Bayoil,” 
and felt “compelled” to respond to the Overseers’ “over-zealous efforts to audit our company’s 
indirect participation in the Oil Sale program.” Bayoil stated that with respect to the Overseers’ 
“ultimatum in connection with the documentation requested,” the company did “not feel currently 
obligated to provide such information under such circumstances, particularly as the information 
requested is likely to be used out of context.””*' 

In January 2002, the U.N. Oil Overseers apparently made a second request that followed the 
same path through the U.S. State Department to OFAC. OFAC has no records associated with this 
second request and was unable to provide the Subcommittee Minority Staff with any information 
about it. There is no evidence that OFAC engaged in any effort to obtain the requested information. 
OFAC also did not obtain any other reports from Bayoil on its business dealings in Iraq.”’ 


”* Fax dated U/28/01, from the U.N. Oil Overseers to Bayoil, U.N, Security Council document 
S/AC.25/2001/01L/1360. 

Fax dated January 10, 2002, from the Oil Overseers to Bayoil, U.N. Security Council document 
S/AC.25/2001/OIL/1382. 

Memorandum dated 1/24/02 from Bayoil to UN Oil Overseers, Bates BAYOILUSAOl 5308-10. 

’’’ On February 2, 2005, Chairman Coleman and Ranking Member Levin wrote to OFAC to request various 
information about OF AC’s licensing requirements and activities; the letter included a request for “all reports subnutted 
by Bayoil pursuant to its OFAC licenses.” OF AC’s re^onse, dated March 24, 2005, stated: “The licenses issued to 
Bayoil required that the licensees keep full and accurate records of tiieir transactions and be prepared to make them 
available for examination upon demand for at least five years from the date of each transaction rather than file periodic 
reports, Accordingly, Bayoil did not file periodic reports.” OFAC’s response to the Subcommittee thus did not include 
any reports. 

In addition, when the Subcommittee asked OFAC to provide a copy of all documents related to Bayoil, OFAC 
initially failed to identify and provide copies of toe April 2002 letter from its enforcement chief and Bayoil’s May 2002 
response. Instead, the Subcommittee Minority Sttiff located copies of these documents in Bayoii’s files. When the 
Subcommittee Minority Staff provided copies to OFAC, OFAC confirmed finding copies of the documents in the files 
of one of its enforcement investigators, OFAC steted the omission was inadvertent and resulted from an antiquated 

(continued...) 
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Ultimately, the Oil Overseers never were able to obtain the information they sought from 
Bayoil. Bayoil refused to provide the information, and the Overseers’ attempts to work through the 
U.S. Mission at the U.N. so that U.S. authorities would require Bayoil to provide that information 
were unsuccessful. 

When asked why OF AC did so little work in light of the OFF surcharge issue and Bayoil ’s 
prominence in the Iraqi oil trade, OF AC officials offered several explanations, OF AC officials told 
the Subcommittee that, in 200 1 , it had only three or four individuals working on enforcement matters 
for all 30 sanctions programs it administered. Among these programs, OFAC told the Subcommittee 
it had assigned the OFF program a low enforcement priority since it was perceived as a U.N. 
responsibility. In addition, OFAC explained that its normal enforcement activity consisted of 
examining licensing violations and evaluating questionable financial transactions, not ferreting out 
the type of contract corruption associated with the payment of illegal surcharges. With respect to 
the second request in 2002, OFAC explained that, after the 9-11 attack on the United States in the 
fall of 2001, it had instructed its enforcement personnel to set a priority on investigations related to 
terrorism and did not devote many resources to OFF-related inquiries. OFAC indicated that, if faced 
with the same circumstances today, it would make the same decision to devote minimal enforcement 
efforts to OFF licensing violations, in light of its limited resources and many other responsibilities. 

F. LESSONS LEARNED 

In a 2 year period from September 2000 to September 2002, Bayoil bought more than 200 
million barrels of Iraqi oil for which at least $37 million in illegal surcharges were paid to the 
Hussein government in violation of U.N, sanctions and the OFF program, Bayoil then sold this oil 
to U.S. oil companies which, in turn, sold refined petroleum products, like gasoline and heating oil, 
to American consumers. 

Over half of Iraqi oil sold during the surcharge period was imported into tlie United States 
- 525 million barrels of oil on which illegal surcharges totaled $118 million. These surcharge 
payments not only provided hard currency to Iraq outside of U.N. control, they fostered the 
perception that the Oil-for-Food program was susceptible to corruption. 

Although it took 2 years, the United Nations and its member countries did put a stop to Iraq’s 
demands for illegal surcharges, primarily through OSP pricing policies that made it uneconomical 
for companies to buy Iraqi oil that included surcharge costs. The State Department’s U.S. Mission 
to the United Nations, in particular, played an active and creative role in using OSP pricing to stop 
the surcharges and in standing firm in the face of opposition from some U.S. oil companies and some 
other countries. 

In contrast, the United States did not exercise meaningful oversight to detect or stop 
particular persons and companies within its jurisdiction from paying the illegal surcharges demanded 
by Iraq. Under the United Nations resolutions imposing the trade embargo on Iraq and then the Oil- 
for-Food program, it was the responsibility of member states to implement and enforce the sanctions 
program with respect to their nationals. As Ambassador Kennedy testified: 

“The effectiveness of the sanctions regime against Iraq and the integrity of the oil- 
for-food program depended completely on the ability and willingness of member 
states to implement and enforce the sanctions. In this regard, member states had the 
primary responsibility for ensuring that their national companies and their citizens 
complied with the states’ international obligations."”® 

Despite widespread knowledge that intermediary companies like Bayoil were the most likely 
conduits for illegal surcharge payments to Iraq, Bayoil received minimal attention from the U.S. 


(. ..continued) 

recordkeeping system that did not link related licensing and enforcement files. 

I9S United Nations’ Management and Oversight of the Oil-for-Food Program," hearing before the U.S. 
Senate Permanent Subcommittee on Investigations (2/15/05), testimony of Ambassador Patrick F. Kennedy. 
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agenoy charged with enforcing U.S. sanctions on Iraq. OFAC’s failure to monitor OFF licensees in 
general or conduct an inquiry into whether U.S. companies were involved in paying illegal 
surcharges appears to have stemmed primarily from two factors; a fundamental misconception of 
its enforcement responsibilities as opposed to those of the United Nations, and the limited resources 
OF AC had to devote to sanctions enforcement. Both factors appear to have contributed to Bayoil's 
escaping OF AC scrutiny during the height of the surcharge period, despite its prominence as a U.S. 
importer of Iraqi oil, its role as an intermediary company susceptible to surcharge demands, and 
inquiries from U.N. Oil Overseers raising questions about the company’s OFF activities. 

Lessons to be learned from the OFF surcharge scandal are at least fourfold. The first lesson 
is that international sanctions programs are subject to corruption, and attention and resources need 
to be devoted at the beginning of any sanctions program to recognizing this vulnerability, assigning 
clear responsibilities for anti-corruption oversight, and devoting resources to addressing this issue. 
Second, the United States, through OF AC, must recognize its responsibility to police sanctions 
compliance by U.S. persons, even for programs overseen in part by the United Nations. Third, 
OF AC should devise anti-corruption oversight strategies that will detect and prevent U.S. persons 
from contributing to the corruption of a sanctions program. Fourth, the Administration and the U.S. 
Congress should devote adequate resources to enable OF AC to exercise meaningful oversight of 
U.S. persons’ compliance with sanctions requirements, including through anti-corruption measures, 
affirmative investigations, and enforcement actions. 


III. KHOR AL-AMAYA OIL SHIPMENTS 
A. INTRODUCTION 

Saddam Hussein’s corruption of the Oil-for-Food program through the imposition of illegal 
surcharges on the sale of Iraqi oil is a serious concern, but his regime obtained far greater illicit 
income through other schemes, some with the knowledge and tacit approval of the United States and 
other members of the U,N. Security Council.'” For example, although Iraq obtained about $228 
million from the illegal surcharges, its open and direct oil sales to Jordan, Turkey, Syria, and Egypt 
outside of the OFF program generated over $8 billion for the regime.™ The Iraq Survey Group 
estimated that smuggling, which it euphemistically termed “Border and Private Sector Cash Sales,” 
provided another $1.2 billion to the Hussein regime during the sanctions period. 

This section examines the largest single instance of an illicit oil sale during the sanctions 
period in which the oil was transported by ship out of Iraq. These illegal oil shipments netted more 
than $53 million in hard currency for the Hussein regime on the eve of the American invasion in 
March 2003, and took place with the full knowledge and acquiescence of the U.S. Government. 

Generally, the United States aggressively sought to prevent the illegal transport of Iraqi oil 
by vessels traveling through the Persian Gulf. The United States provided the bulk of the naval 
resources and personnel for the U.N.’s Maritime Interdiction Force (MIF), which patrolled the 
Persian Gulf to prevent oil shipments in violation of U.N. sanctions.™* The MIF routinely boarded 
vessels in the Persian Gulf to inspect cargoes and monitor sanctions compliance. Thousands of such 
MIF inspections were performed during the sanctions period. Vessels caught with illicit oil were 
diverted to ports in Bahrain and the U AE, the cargoes were confiscated and sold on the open market, 


For example, Iraq’s open sales to Jordan, Turkey, Egypt, and Syria occurred with the full knowledge of the 
United States. See prior Subcommittee hearings on the Oii-for-Food program {11/1 5/04 and 2/15/05). 

See ISG Report, Regime Finance and Procurement, pp. 19-28. In interviews with the Subcommittee, a 
former high-ranking official in the Hussein regime stated that, in his opinion, it was “ridiculous” for Iraq to expend so 
much energy and effort to obtain a few cents per-banel in illegal surcharges on oil sold through the OFF program, for 
a total amount of “only about $200 million,” when much greater revenues could be obtained from open or illicit oil sales. 
Subcommittee Interview of Senior Hussein Regime Official No. 1 (4/20/05). 

The MIF is often incorrectly referred to as the “Multinational Interception Force.” 
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and the vessels themselves were, in many cases, seized and auctioned.®^ Most of the illicit oil sales 
during the sanctions period were carried out through the use of small barges and ships where the oil 
storage tanks could be disguised from the casual observer or observer-at-a-distance. 

A prominent Iraqi businessman claimed in interviews with the Subcommittee to have been 
a major smuggler of oil out of Iraq through the Persian Gulf.“’ The interviewee asserted his 
smuggling had been an act of patriotism, since the money Iraq obtained from the smuggled oil was 
used to purchase food, medicine, and other goods for the Iraqi people. He stated that the MIF had 
been vigilant in the Persian Gulf, so he had directed his barges into Iranian territorial waters, where 
the MIF was not authorized to operate. For the privilege of transiting in Iranian waters for this 
purpose, he stated that he paid Iranians millions of dollars. The total amount of oil smuggled 
through the Persian Gulf, according to the interviewee, by all smugglers, over the dozen years of the 
sanctions period, amounted to approximately 1 5 million barrels. 

Although the United States, through the MIF, had vigilantly patrolled the Persian Gulf for 
more than a decade to thwart the illicit transport of Iraqi oil in 10,000- and 20,000-barrel barges, in 
a period of several weeks before the 2003 invasion of Iraq, the United States acknowledged and 
permitted seven large seagoing oil tankers to load millions of barrels of oil in violation of U.N. 
sanctions and then pass unfettered through the Persian Gulf. The Subcommittee Minority Staffs 
investigation has uncovered new details about these shipments of oil from the Khor al-Amaya port 
in Iraq, but significant questions still remain as to why the United States acquiesced in such ablatant 
violation of U.N. sanctions. 

Despite the explanations offered by some of the entities involved - that the Klior al-Amaya 
shipments were authorized under the Iraq-Jordan trade protocol, or were intended to establish a 
floating strategic oil reserve for Jordan due to the impending war in Iraq - neither the United Nations 
or the United States ever issued any documentation certifying that the oil had been legally obtained 
in accordance with U.N. sanctions. The absence of any such U.N. or U.S. documentation effectively 
prevented this oil from being sold to U.S. persons or imported into the United States. 

B. THE IRAQI PORTS OF MINA AL-BAKR AND KHOR AL-AMAYA 

The Iraqi ports of Mina al-Bakr and Khor al-Amaya are separated by about five to seven 
nautical miles on the southern tip of Iraq on the Persian Gulf. On a clear day, with the use of 
binoculars, large tankers loading oil at Khor al-Amaya can be spotted from Mina al-Bakr. 

During the sanctions period, Mina al-Bakr was the only Iraqi port in the Persian Gulf where 
U.N.-authorized exports of Iraqi oil under the Oil-for-Food program could be loaded onto seagoing 
tankers. From the oilfields in southern and central Iraq, oil was transported by pipeline to the Mina 
al-Bakr terminal. Port personnel then directed the oil from the pipeline into large storage tanks on 
the seagoing vessels. Oil tankers at the al-Bakr terminal were loaded under the supervision of U.N. 
inspectors, who ensured the amounts loaded onto the tankers conformed to contracts issued under 
the OFF program. A Dutch inspection company, Saybolt, performed this function under contract 
with the United Nations. 

During the 1970s, Khor al-Amaya had also functioned as a port that loaded Iraqi oil into 
seagoing vessels, using a separate branch of the same pipeline that served Mina al-Bakr, but its 
facilities and oil equipment were destroyed during the Iraq-Iran war, and it stopped functioning as 
a port in 1 980. During the latter 1 990s, Iraq submitted a number of contracts to repair the Khor al- 
Amaya terminal to the U.N. 661 Committee for approval, but the United States put holds on those 
contracts. Beginning in 2000, however, the United States began to allow selected contracts for 
repairing Khor al-Amaya to be approved; by 2002 the United States no longer placed any holds on 
these contracts. By early 2003, Khor al-Amaya had essentially been rehabilitated, but Iraq did not 


See, e.g., unclassified U.S. Slate DepartnKnt cable dated 6/19/97, re “Iraq Sanctions Enforcement: Update 
to Shipping Procedures in the Arabian Gulf,” 1997STATE1200071 (providing MIF rules for inspecting ships). See also, 
e.g., “Seized Ships Reduced to Scrap,” GnifNews (6/26/02). 

Subcommittee interview of Iraqi Detainee No. 1(4/21/05). 
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have U.N. approval to use the Khor al-Amaya facility for OFF exports. Without U.N. approval, any 
loading of oil from Khor al-Amaya would have violated the U.N. sanctions program against Iraq. 

C. THE 2003 KHOR AL-AMAYA LNCI0ENT 

1. Iraq Approves Sending Oil Tankers to Khor al-Amaya 

According to a former high ranking official in the Hussein regime interviewed by the 
Subcommittee, sometime in late 2002 the Iraqi Ambassador in Jordan telephoned the Iraqi Oil 
Minister to inform him that a person “will come to visit you to buy oil.”^“ According to this official, 
the Ambassador told the Oil Minister, “Please facilitate his mission.” 

In December 2002 or January 2003, according to the interviewee, the individual mentioned 
by the Ambassador visited the Oil Minister who was then Samir al-Najim.“* The visitor allegedly 
told the Oil Minister that he wanted permission to buy oil from the port of Khor al-Amaya. 
According to the interviewee, the Oil Minister thought the visitor's request was very strange, since 
al-Bakr was the only approved port for Iraqi oil exports, and he believed the American ships 
patrolling the Persian Gulf would certainly spot and stop any ship that tried to load oil in plain view 
at Khor al-Amaya. The Subcommittee was told that the visitor explained that he wanted to buy the 
oil from Khor al-Amaya because the oil from there would be “a very cheap price because it was a 
black market.” 

According to the interviewee, when the visitor explained that the vessel to be loaded at Khor 
al-Amaya was a large tanker with a capacity of 750,000 barrels, the Oil Minister asked how he was 
going to get by the American defenses. “Brother,” the interviewee recalled the visitor saying, “this 
is for the sake of the people who work for the defense of the United States. It will pass through 
safely.” The visitor then added, “We will pay cash if anyone stops us.” 

The Oil Minister allegedly told the visitor he had to think about it overnight and seek 
approval. The Subcommittee was told that the Oil Minister telephoned Vice President Taha Yasin 
Ramadan that evening and informed him about the visitor’s request, including the visitor’s statement 
that the oil was “for the sake of the people who work for the defense of the United States.” The 
Subcommittee was told that the Vice President answered, “Let it go.” 

In interviews with the Subcommittee, Vice President Ramadan confirmed that the Oil 
Minister had called him to request permission to load oil at Khor al-Amaya.“‘ Mr. Ramadan 
specifically recalled that he had approved the Khor al-Amaya shipments without hesitation. He also 
stated he was unaware of the final destination of the oil or any other details of the shipments. 

The first loading of oil from Khor al-Amaya took place in mid-February 2003. As the Oil 
Minister had feared, it attracted immediate attention and, within days, the media began reporting that 
an oil tanker was lifting oil from Khor al-Amaya in violation of U.N. sanctions. According to the 
interviewee, the Oil Minister became angry, because the incident had become an international 
embarrassment for Iraq. Another former high-ranking Iraqi official told the Subcommittee that he 
would never have permitted the large-scale loading of oil at Khor al-Amaya, because he believed it 
was a “set-up” by the Americans to catch the Iraqis violating U.N. sanctions, which then could be 
used as a pretext for an American military attack on Iraq.®’ 


Subcommittee interview of Senior Iraqi Official No. 7 (4/20/05). This official also told the Subcommittee 
that the person who visited the Iraqi Oil Minister to request approval for the Khor al-Amaya shipments could have been 
either Zeid Khorma “or his brother.” Subcommittee interview of Senior Iraqi Official No. 7 (4/17/05). 

Mr. Najim had replaced Amir Rashid, who had retired at age 63, having served one year beyond the 
mandatory retirement age for Iraqi officials. Mr. Najim reportedly had little or no experience in the oil industry or oil 
trading. 


Subcommittee Interview ofVice President Taha Yasin Ramadan (4/18/05). 


Subcommittee Interview ofSenior Hussein Regime Official No. 1 (4/17/05). 
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The Subcommittee was told that, when the visitor returned to the Oil Minister’ s office several 
days later, seeking approval for additional shipments from Khor al-Amaya, the visitor sought to 
reassure the Oil Minister by saying, "Listen, you will never hear about this in the press any more. 
The U.S. forces will make them be quiet.” The interviewee recalled there were several additional 
shipments from Khor al-Amaya, but did not remember the precise number. 

In response to questions, the interviewee reported that Iraq sold the oil delivered through the 
port at Khor al-Amaya for a price between $7 and $9 per-barrel.^®® He told the Subcommittee that 
he pressed to increase the price to $12 per-barrel, but was unsuccessful. At the time, West Texas 
Intermediate crude was selling near $30 per-barrel, and grades of oil comparable to Basrah Light, 
the grade of Iraqi oil lifted from Khor al-Amaya, were selling at about $23 per-barrel. The 
Subcommittee was told that the Iraqis required the entire purchase price for a shipment to be wired 
to a bank in Jordan prior to commencing the loading of the oil at Khor al-Amaya, 

2. Shipments of Oil from Khor al-Amaya 

Seven vessels loaded 7.7 million barrels of Iraqi oil from the Khor al-Amaya port in February 
and March 2003. This information is derived from multiple sources, including internal SOMO 
documents, actual shipping records, and information provided by companies involved in the loading, 
transport, and sale of the oil. This information is displayed in Table 3. 


Table 3 : Shipments of Oil from Khor al-Amaya 
February to March 2003 


Vessel 

Date 

Loaded 

(2003) 

Amount of Oil 
Loaded 
(barrels) 

Disposition 

Payment Amount 
to SOMO 

Argosea 

Feb. 12- 
Feb, 18 

985,700 

Aden, Yemen and Aqaba, 
Jordan 

$ 6,754,501.00 

Hagie 

m 

998,300 

Ship-to-Ship transfer (STS) 
to Marine Pacific at 

Fujairah, UAE 

$ 6,890,063.00 

Arcadian 



STS to Empress Des Mer at 
Fujairah, UAE 

S 11,155,102.00 

Sea Victory 

March 1 

1,639,000 

STS to Marine Pacific at 
Fujairah, UAE 

S 11,277,266.00 

Seacross II 

March 10 

1,020,100 

STS to Marine Pacific at 
Fujairah, UAE 

$ 7,059,505.00 


Not 

available 

1,374,500 

STS to Empress des Mer at 
Fujairah, UAE 

$ 9,491,850.00 


Not 

available 

91,500 

STS to Empress des Mer at 
Fujairah, UAE 

$ 631,737.00 

TOTAL 


7,742,200 


$ 53,360,024.00 


Table 3. Records analyzed by the Subcommittee Minority Staff indicate seven shipments of oil from the port of Khor 
al-Amaya in violation ofU.N. sanctions. 

Data source: The Subcommittee has actual shipping records for the Argosea. Eagle, Arcadian. Sea Victory, and 
Seacross 11. Internal SOMO documents provide loading data and payment amounts. A Ithough the SOMO documents 
do not refer to specific vessels, based upon an analysis of all the available evidence, the Subcommittee Minority Staff 
has identified the vessels that it believes are most likely associated with particular loadings. Identification of the Mint 
Prosperity and Endeavour 2 as P-vo of the seven ships containing oil from Khor al-Amaya is inferred from Bayoil 
documents identifying cargoes for sale by Jordan. 


SOMO documents state the price was fixed at $50 per ton, which, based on the quality of crude oil involved, 
would amount to about S7 per-barrel. See Section 3, twlow. 
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The evidence indicates that at least five of the seven of the ships loading oil from Khor al- 
Amaya were chartered by a Jordanian company call^ Millenium for the Trade of Raw Materials & 
Mineral Oils (“Millenium”), on behalf of the Jordan Government’s Ministry of Energy and Natural 
Resources. In some instances, the Shaheen Business Investment Group (“SBIG”), the parent of 
Millenium, participated in or controlled the chartering process. In an email, Millenium described 
its extensive commercial business interests in the Middle East as follows: 

“Very briefly, it [Millenium] is part of SBIG S.A. which is a holding company fora 
number of well established businesses in the Middle East involved in numerous 
international business ventures. We are, in addition, the dealers for BMW, Rover, 

Land Rover, and Mini vehicles in Jordan and our most recent activity entails building 
a CKD plant for Land Rover in Jordan. More importantly, we have been awarded by 
the Government of Jordan a license to erect and operate a 60,000 barrels per day 
crude oil refinery with a total cost of approximately $600 million.”^*^’ 

Millenium contracted with a Connecticut-based shipbroker, Odin Marine, Inc, (“Odin 
Marine”), to locate and charter five oil tankers to carry Iraqi oil through the Persian Gulf.^'° Odin 
Marine, in turn, contacted other shipbrokers that knew of vessels which met Millenium’s 
specifications. The arrangement is similar to that of a typical real-estate transaction, in which both 
the buyer and the seller employ their own agents to facilitate the transaction. A distinctive feature 
of ship charters is that the charterer provides the mission and direction for the chartered ship, while 
the shipowner provides the vessel, crew, and captain. 

Documents obtained by the Subcommittee indicate that Millenium chartered a total of seven 
vessels that actually loaded oil at Khor al-Amaya and several additional ships that did not actually 
lift oil from that port. For example, Odin Marine records indicate that Millenium chartered the M/T 
Violando in early February 2003, but the Violando never loaded or discharged any oil at Khor al- 
Amaya.^^ ' A Bayoil document identified a total of eight vessels that were supposedly chartered by 
Millenium, including the Violando, and were either “fixed but not loaded” or “fixed and failed.”^’^ 

Another Bayoil document notes that while some vessel owners had become hesitant to load 
oil from Khor al-Amaya after the press raised questions about the legality of the shipments, when 
no action was taken against the ships or their cargoes, the owners were beginning to “feel very 
comfortable” about contracting with Millenium. 

“M/T Violando: as of today March 10, 2003 became free as Golandris told 
Millenium that they did not want to call at Khor A1 Maya deeming the charter party 
null and void because charterers did not produce legal documentation. M/T Violando 
was replaced with M/T Hua San, which after long negotiations also failed. After all 
the hype created by the Wall Street piece about these illegal activities nothing has 
been done and in the shipping community all owners feel very comfortable fixing 
with the Millenium. Finally, it is also clear that Millenium will continue seeking 
tonnage; just yesterday March 25“’ I heard through several sources that they are 
currently negotiating a very old Suezmax for about 35K day. Again what plans 
Millenium might have for the short-term is really unknown but it appears that 
Millenium is gearing up to continue the chartering of ships and now all NY brokers 
are showing them all possible tonnage that might come available in the Gulf.”^^^ 


Email dated 2/21/03, from Odin Marine Inc. to Petrian Shipbrokers, 7:42:59 AM. 

Millenium apparently also contracted with one or more non-U.S. shipbrokers, but the Subcommittee 
Minority Staff has been unable to identify those parties. 

■’ ' Email dated 3/24/05, from Odin Marine to Subcommittee, 9:45 AM. 

Undated document produced by Bayoil, Bates BAY14-f)1878-79 (text says at one point it is providing 
information “as of today March 10, 2003” and later “just yesterday March 25th”). 

Id. at 1879. 
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3. S53 Million Payment for Khor al- Amaya Oil Shipments 

Internal SOMO documents show that the Government of Jordan paid more than $53 million 
for the seven oil cargoes loaded at Khor al-Amaya. The payment records also provide additional 
detail about the shipments. 

The key document is an internal SOMO “Oil Allocation Notebook” which includes an 
appendix providing a detailed accounting of the payments made for the Khor al-Amaya cargoes.^'*' 
The appendix states that, during February and March 2003, two senior Iraqi officials, Taha Al- 
Gazarawi^'^ and Minister of Oil Samir Abdul Aziz Al Najem, were instructed to allot seven 
shipments of oil to a Jordanian company called Al Alfiyah Company for the benefit of Akram 
Shaheen. Akram Shaheen was a co-owner of the Shaheen Business and Investment Group (SBIG), 
the parent company of Millenium. 

The SOMO appendix states that the shipments were “outside the agreement of 1 3 stages,” 
meaning outside of the Oil-for-Food program, but part of the “Iraq/Jordan Protocol Agreement.” It 
states that the “loading was completed during the months of February and March 2003" and applied 
to "crud[e] oil shipment loads from port of Khor Al ‘Amia.” The appendix indicates that al! 
payments for the shipments were made in euros by Mr. Shaheen and deposited with the Bank of 
Jordan “for the benefit to” Mr. Gazarawi and Mr. Najem. It also states that the funds were later 
“transferred to Iraqi Central Bank account in Jordan.” 

The SOMO appendix includes two charts showing the dates and amounts of the deposits 
made by Mr, Shaheen, The first chart shows the deposits in euros, which was the currency Mr. 
Shaheen actually used; the second chart shows the same deposits converted into U.S. dollars. 
Altogether, as indicated in Table 3 above, Mr. Shaheen made seven payments totaling $53,360,022, 
The appendix notes that this $53 million reflects a charge of “$50 per ton” for the oil. With seven 
barrels in a ton, that price indicates that Jordan paid just over $7 per-barrel. 

4. U.N. Knowledge of Khor al-Amaya Oil Shipments 

The first ship to load oil from Khor al-Amaya was the Argosea, an oil tanker owned by the 
Athens-based Tsakos Group. The ship’s captain was named Vladimir.*'* The ship docked at Khor 
al-Amaya and began loading oil on or around February 12, 2003. It appears that this loading took 
U.N. personnel by surprise. 

Saybolt inspectors immediately detected the unauthorized loading of oil at Khor al-Amaya 
onto the Argosea. Saybolt was under contract with the United Nations to monitor oil loadings under 
the Oil-for-Food program and had inspectors stationed at Mina al-Bakr. These inspectors routinely 
oversaw loadings of oil at the al-Bakr terminal to ensure that only the amounts of oil authorized by 
the United Nations were loaded onto vessels docking at that port. 

The first indication Saybolt inspectors had of the Argosea was when Iraq began diverting 
some of the oil in the pipeline away from the al-Bakr terminal and to Khor al-Amaya. The reduced 
flow rate and the lower pressure within the pipeline were immediately apparent to the Saybolt 
inspectors.*” In addition, the reduced flow rates delayed the completion of oil loadings at al-Bakr, 
causing financial losses to the ships loading there in accordance with the U.N.’s OFF program and 
generating surprise and anger among the crews, shipowners, and other parties. 


SOMO Oil Allocation Notebook, Appendix No. 3. 

This appears to be a reference to Iraqi Vice President Taha Yasin Ramadan al-Jizrawi. 
None of the documents identify this captain by his last name. 

Subcommittee interview of Peter Boks (2/10/05). 
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On or about February 13, 2003, Saybolt inspectors visually spotted the ship at the Khor al- 
Amaya terminal for the first time. Saybolt personnel at Mina a!-Bakr immediately telephoned Peter 
Boks, the executive director of Saybolt International in the Netherlands.^** Mr. Boks then telephoned 
David Russell, who apparently worked for the U.S. Maritime Liaison Office in Bahrain and regularly 
interacted with the Maritime Interdiction Force (MIF). Mr. Boks informed Mr. Russell that Saybolt 
inspectors had sighted an oil tanker loading oil at the unauthorized port of Khor al-Amaya. At that 
time, Saybolt and MIF officials routinely exchanged information about shipping events in the Persian 
Gulf. 


On February 17, 2003, Mr. Boks followed up with an email to Mr. Russell, providing the 
ship’s name, the Argosea, its management, owner, and flag. Mr. Russell responded to Mr. Boks by 
email the same day, writing: 

“Peter 

“Thanks for the additional info. 

“We’re still checking on this curious event. I still don’t understand it, or how these 
people think they can get away with this. 

“Dave”**'® 

Mr. Boks also informed Benon Sevan, head of the U.N. Office of Iraq Programme, about the 
Khor al-Amaya loadings. In an email sent to Mr. Sevan on February 1 8, 2003, Mr. Boks wrote: 

“Benon, 

“Just to let you know; 

“Tv, ‘Argosea’ has completed loading from Khor A1 Amayah. 

“Rumour is that following vessel’s are scheduled to load at the same location. 

“Tv. ‘ Violaiida’, Tv. ‘Seacross IF, Tv. ‘New Jane’, Tv, ‘Eagle’, Tv, ‘Artines’ & Tv. 
‘Navarino’ 

“Product if offered on the market by a company Apex Oil & Trading, and is loaded 
under the ‘Jordanian agreement.’ 

“In the meantime, it also seems that a cargo (Iraqi Crude Oil) was loaded in Aqaba 
on Tv. ‘Berge Chief. 

“Please call me if more info is required. 

“Best regards, 

“Peter’’*“ 


|d. Mr. Boks told the Subcommittee that he’d been very surprised to leant of the reported sighting, since 
he considered an oil tanker’s loading at Khor ai-Amaya to be a “brazen” violation of U.N. sanctions and the OFF 
program. 


Email dated 2/1 7/03, from Dave Rnssei! to Peter Boks. 

Email dated 2/1 8/03, from Peter Boks to Benon Sevan, 5:37 PM. 
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Mr. Boks told the Subcommittee that he also spoke with Mr. Sevan by telephone about this matter, 
and Mr. Sevan thanked him for the information and said he would alert other U.N. personnel.^^^ 

Mr. Sevan apparently informed the U.N, Oil Overseers about the Khor al-Amaya sighting. 
Michel Tellings, one of the U.N. Oil Overeeere during diis period, told the Subcommittee that he had 
been very surprised at the time to learn about the visual sighting of a large tanker at the Khor al- 
Amaya terminal^^^ Mr. Tellings indicated that he’d promptly called an official in the U.K. Mission 
to the United Nations, Gerard McGurk, but was unable to reach him. Mr. Tellings indicated that he 
then called Andrew Hillman, head of the U.S. Mission to the United Nations, and informed Mr. 
Hillman of the unauthorized loadings at Khor al-Amaya. Mr. Tellings said he asked Mr. Hillman 
to pass this information along to the U.K. Mission as well. In response to this call from the U.N. Oil 
Overseer, a U.S. State Department official working at the U.S. Mission in New York at the time told 
the Subcommittee that the U.S. Mission immediately alerted U.S. State Department officials in 
Washington, D.C. who, in turn, immediately passed the information on to the U.S. Department of 
Defense.^^^ 

Mr. Tellings told the Subcommittee that, a few days later, he telephoned Andrew Hillman 
again, this time informing him that more vessels had arrived at Khor al-Amaya. Mr. Tellings said 
that he was surprised at the time that there still was “no response from Washington.” Mr, Tellings 
said that he also telephoned the U.K. Mission again, but there was “no response” from the United 
Kingdom either. 

In addition to contacting the U.S. and U.K. Missions, the U.N. Oil Overseers contacted the 
captain of the Argosea on several occasions and informed him that the vessel was carrying oil in 
violation of U.N. sanctions.^^^ 

Soon after the Argosea began loading oil at Khor al-Amaya, articles began appearing in both 
the trade press and in mainstream newspapers about the incident. Some articles announced that the 
United Nations had stopped a massive smuggling operation attempting to load Iraqi oil in violation 
of U.N. sanctions. On February 2 1 , 2003, for example, one publication reported: “A smuggling 
scheme allegedly devised by a Jordanian businessman and Iraqi officials was thwarted before the 
proceeds of illicit sales of million of barrels of Iraqi crude could secretly escape United Nations 
control and fatten the coffers of the Iraqi regime.”^” As was to become apparent over the next few 
weeks, however, detection of the loadings did not lead to action by the MIF, the United Nations, or 
the United States to stop the loadings. 

Subsequent articles reported that the Khor al-Amaya operation was, in fact, continuing. 
“After unraveling last week’s scheme shortly after it began,” one trade publication wrote: “UN 
diplomats expressed confidence that they had scared off the Jordanian businessmen and Iraqi 
officials involved in the smuggling. UN diplomats had informed the Multinational Intervention 
Force [ 5 /c] (MIF), which patrols the Gulf for oil smugglers, of all suspected ships in the region. But 
several sources confirmed on Wednesday that an unauthorized ship had berthed at Khor al-Amaya 
. . . and had started loading. 


Subcommittee interview of Peter Boks (2/10/05). Saybolt inspectors continued to report sightings of 
additional ships docking and loading oil at Khor al-Amaya over the next few weeks. Mr. Boks told the Subcommittee 
that he had been surprised at the time that the United Nations appeared to take no action in response. 

Subcommittee interview of U.N. Oil Overseer (2/8/05). 

' Subcommittee interview of Ambassador Patrick Kennedy (2/4/05). 

See email dated 2/20/03, from Tsakos Hellas toPetrian Shipbrokers and Odin Marine, 12:38:13 PM; and 
email dated 2/24/03, from Odin Marme to Jamil Sayegji, SBIG Holdings, 5:5 1:15 PM. 

“Shipowners Scuttle Iraqi Oil Smuggling Scheme,” OilDaily (2/21/03). 

Energy Intelligence Briefing (2/26/031. 
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On February 2 1 , 2003, a major U.S. publication carried a front-page article on the Khor al- 
Amaya incident, bringing it to the attention of a wider audience^^^ The article quoted an unnamed 
U.N. diplomat saying: “These Iraqi shipments are huge. Until now their smuggling activities were 
on vessels that were about to sink, but these are ones where they have managed to dupe reputable 
ship owners.” The article quoted a MIF spokesperson, Jeff Alderson, as saying that “he had ‘no 
information as of right now’ about the possible shipments, but added that as a matter of policy the 
MIF doesn’t comment until after a ship has been halted or cleared.” The article also reported that 
a “White House official said he was not aw^ of the reports of illegal oil sales,” while a 
spokesperson for U.S. Ambassador to the United Nations John Negroponte “denounced the 
shipments as ‘immoral.’” 

On Februaiy 27, 2003, a trade publication stated that sources were reporting that the Khor 
al-Amaya oil shipments were for the purpose of building a floating strategic storage reserve for 
Jordan in anticipation of a U.S. invasion of Iraq.^* According to these sources, this arrangement 
“may have been entirely legitimate under Jordan’s special deal to buy Iraqi crude outside the reach 
of the UN program,” Another source cited in the article offered another explanation: “Instead of 
using the ship just for floating storage, Jordan may have planned to on-seli the crude at a fat profit.” 

At a U.S. State Department press briefing held on January 13, 2005, U.S. State Department 
spokesperson Rick Boucher described the United States’ response in 2003, to the reports about the 
Khor al-Amaya incident as follows: 

“We were aware of reports of loadings of oil at Khor al-Amaya, as was reported at 
the time, in February of 2003, and our mission at the United [Nations] informed us 
immediately when they got these reports from the UN. The Department then passed 
its information to the Maritime Interdiction Force for investigation. I’ll remind you 
that the United States did a great deal during this period to enforce Security Council 
sanctions against Iraq. The Maritime Interdiction Force, supported by some 20 
nations, boarded and inspected over 1 5,000 vessels during the time of sanctions, and 
diverted over 1,000 of them. 

“So as far as the specific loading, what went on in the field, we are still looking into 
it. But I remind you, we had a very active program passing information and then 
taking real action on the high seas to stop this kind of oil export.”^^^ 

In the 3 months prior to the American invasion of Iraq in March 2003, the U.N. 661 
Committee met formally only once, in January 2003, but met informally a number of times. The 
Subcommittee was told that, subsequent to the press reports about Khor al-Amaya, at an informal 
meeting in February 2003, the 661 Committee Chairman asked the U.S. and U.K. representatives 
if they had any information on the alleged smuggling, and they told the Chairman they would refer 
the question back to their capitals.^^® Soon afterward, however, the United States invaded Iraq, and 
the United States asked the 661 Committee to halt all meetings for a period of time. The 661 
Committee never met again, and neither the United States nor the United Kingdom ever provided 
any additional information on these incidents. 

5. U.S. Knowledge of Khor al-Amaya Oil Shipments 

The evidence is clear that the U.N. Oil Overseem notified the United States of the Khor al- 
Amaya loadings as soon as they learned of them in mid-February 2003. In addition, there is 
significant evidence that the United States knew of plans to load the oil even before some of the 
chartered ships arrived in Iraq. 


“Iraq is Shipping Large Cargoes of Crude, Violating U.N. Rules," Wall Street Journal (2/21/03). 
“is Iraq ‘Smuggling’ Part of Stock Build?,” Platts Oileram News (2/27/03). 

Transcript of U.S. State Department Daily Press Briefing, US Fed News (1/13/05). 
Subcommittee interview of U.N. ofticial (2/10/05). 
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Ship communications obtained by the Subcommittee indicate that the U.S. Navy, which was 
then in command of the Maritime Interdiction Force, was informed before-the-fact that oil tankers 
would be docking at Khor al-Amaya, and had been instructed to permit the loading of oil and not 
confiscate any of the ships or cargoes. 

On February 9, 2003, 3 days prior to the commencement of the loading of the Argosea at 
Khor al-Amaya, a “PRIVATE & CONFIDENTIAL” fax ftom Captain Jamil Sayegh of Millenium, 
the Jordanian company that had chartered the Argosea, provided the following direction in the 
“Voyage Instructions” sent to the Argosea’s Captain Vladimir: 

“3- THE US NAVY WILL CALL YOU OFFSHORE BAHRAIN FOR 
VESSEL’S INSPECTION. THEY ARE ALREADY AWARE ABOUT YOUR 
PASSAGE AND ITENERARY [s/c]. AUTHORIZATION IS GRANTED FOR 
YOUR SHIP TO PROCEED TO BAQR AND BACK TO FUJAIRAH WITH 
FULL CARGO LOAD. PLS COOPERATE AS USUAL AND PROVDE U.S. 

NAVY WITH ANY INFORMATION THEY REQUIRE.”^^' 

The Voyage Instructions also included the following additional direction, in capitalized, bold, large- 
font letters: 

“MOREOVER, APART FROM CARGO WORKS AND MINIMUM 

NORMAL ROUTINE SHIPPING FORMALITIES, MASTER TO 

ENSURE THAT NO INFORMATION OF ANY KIND IS GIVEN TO 

ANY PERSON /// REPEAT ANY PERSON/// AT THE LOADING PORT 

WITH REGARD TO ARRANGEMENTS MADE OR MENTIONED 

HERE ABOVE.”“^ 

Once the Argosea reached al-Bakr, Millenium redirected the ship to Khor al-Amaya. An 
email sent by the Argosea’s shipowner to its agent, Petrian Shipbrokers, and the charterer’s agent, 
Odin Marine, a week after the events in question recounts what happened after the ship entered Iraqi 
waters. This email indicates that the vessel had reported its position and intended destination to both 
a U.N. checkpoint and a “UN Naval vessel.” The shipowner wrote: 

“I, Charterers original instructions were for vessel to load MINA AL BAKR. 

“2. On this basis the vessel reported her entry to Iraqi waters to the UN Check Point 
off IRAQ, to load from MINA AL BAKR. 

“3. Upon arrival at MINA AL BAKR the Charterers instructions were for vessel to 
load from KHAWR AL AMAYA Teraiinal. 

“4. The vessel shifted from MINA AL BAKR anchorage to KHAWR AL AMAYA 
terminal. During this passage the vessel was contacted by [a] UN Naval vessel 
to whom the Master reported that he is proceeding to load from KHAWR AL 
AMAY A terminal. The UN Naval vessel acknowledged this advice and told the 
Master that it was OK to proceed, 

“5. Vessel loaded as per Charterers instructions from KHAWR AL AMAYA 
Terminal. 

“6. The Master reported that it was the first vessel that loaded since 1 980.”^” 

This email indicates that the a “U.N, naval vessel” - which likely was commanded by a U.S. naval 
officer - was informed beforehand that the Argosea was planning to dock and load oil at Khor al- 


Fax dated 2/9/03, from Miileniuni for the Trade ofRaw Materials & Minerals to Master of M/T Argosea. 
Id. 

’’’ Email dated 2/20/03, fromTsakos Hellas to Petrian Shipbrokers and Odin Marine, 12:38:13 PM. 
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Amaya. The email states that the “UN Naval vessel acknowledged this advice and told the Master 
that it was OK to proceed. 

The shipowner’s email also conveyed concern about the legality of its cargo. The shipowner 
infonned both Petrian Shipbrokers and Odin Marine that the ship had been contacted by a Wall 
Street .loumal reporter who said that the ship had taken Iraqi oil from a terminal that was not 
approved by the United Nations. The shipowner Anther reported that a “U.N. officer” — apparently 
one of the U.N. Oil Overseers — had advised Odin Marine that the ship had “loaded from a non UN 
approved terminal.” The shipowner demanded “a full and clear explanation” from the charterer as 
to how to respond to press inquiries and U.N. “advices” that the vessel had “loaded illegal cargo 
from a non UN approved Iraqi terminal,”^^ 

In response, Millenium emailed Odin Marine with instructions for the ship to “refrain 
communicating with the media or disclosing any information as per our charter party and 
confidentiality agreement.”^^^ Millenium told Odin Marine that “numerous details” about their 
contractual arrangements had already been disclosed, which “is in no doubt a great violation of all 
the documents we signed.” Millenium emphasized: 

“More importantly and as a final statement our transaction has the legitimate cover. 

The Arabian Gulf where all vessels are operating in and within are under the full 
control and strict scrutiny of the UN Naval Forces through an air tight control and 
observation system. 

“Should any UN official in whatever capacity does have anything, they should be 
communicating with the law enforcement in the Gulf (UN Naval) and pass on their 
remarks and observations asking for follow up from the UN Naval forces. It remains 
within the UN Naval capacity and authority to verify and scrutinize the information 
they are receiving from any UN offic[ial] in New York and to take the necessary 
action. So far and reflecting the legitimacy of our operation, the past experience with 
the previous vess[e]ls and the upcoming ones reflect the reality and we leave it for 
you to draw your own conclusions.”^^’ 

Odin Marine forwarded Millenium’s message to the shipowner’s broker, Petrian. 

On the same date, F ebruary 2 1 , 2003, Odin Marine forwarded to Petrian Shipbrokers another 
message it had received from Millenium providing assurances of the legality of the shipments. 
Millenium wrote: 

“Once again, we assure you based on our agreement that the owners will not be 
subject to any legal procedure initiated against them of whatsoever nature due to this 
operation. The fact that further documents and information could not be provided 
does not and should not lead to the impression that this is an illegitimate transaction 
and hereby request all parties to adhere and abide by the confidentiality agreement 
we have. 

“Noting that the owners are aware of the ships that have been granted safe passage 
while going in and out . . . [This] should give them the extra comfort and reaffirm all 
the above. 

3k 4: 4c 


In Februrary 2005, the Subcommittee asked the U.S. Department of Defense (DOD) for information about 
the Khor al-Amaya incident and the role of the U.S. Navy. DOD has not provided any information in writing and has 
declined to date to provide an unclassified oral briefing. 

M- 

Email dated 2/21/03, from Odin Marine to Petrian Shipbrokers, 3:56:56 PM (forwarding Millenium 

message). 
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“More importantly, as you are fully aware, any vessel carrying illegal cargo is subject 
to confiscation and that the sole authority and party to carry out such confiscation is 
the UN Naval Forces. Considering that as stated above the ships are granted safe 
passage in and out by the UN Naval Forces only confirms the legitimacy of our 
operation.”'” 

Three days later, on February 24, 2003, after more press articles and inquiries from a U.N. 
Oil Overseer about the shipments, Odin Marine asked Millenium to provide “written proof’ of the 
legality of the oil cargo from Khor al- Amaya: 

“In view of all the hoop-la that has gone on in the press, and the phone calls from Mr. 

Morten Burr-Jensen of the U.N. since last Thursday, owners are requesting that 
[Millenium] supply written proof that the cargoes to be loaded in alAmaya are 
‘lawful merchandise according to relevant UN regulations and international law. 


In response to Odin Marine’s request, on February 28, 2003, Millenium provided Odin 
Marine a written explanation of the legal authority for the Khor al- Amaya shipments.”* Millenium 
stated that the Khor al-Amaya shipments had been undertaken pursuant to the baq-Jordan trade 
protocol that Jordan had entered into with Iraq pursuant to Article 50 of the U.N. Charter, and which 
had been in continuous operation since 1 990. Millenium claimed the Jordan protocol with Iraq “has 
been approved by the UN in general and by the UN Sanctions committee in particular; i.e. approved 
in line with the Oil-for-Food Program though in practical terms it is not hermetically governed by 
this Program.” “Although this is public information,” wrote Millenium, “very few parties are aware 
of it and it is of great importance to Jordan and other concerned parties not to highlight these facts.” 
Millenium urged all parties to maintain confidentiality regarding the Khor al-Amaya shipments. 

Millenium further stated, “[T]he US Administration routinely waives sanctions in order to 
provide aid to Jordan,” which, according to Millenium, “undoubtedly demonstrates the full 
endorsement of both the Executive and Legislative branches of the United States Government of 
Jordan’s exemption regarding the importation of Iraqi crude oil.” Millenium also faxed to Odin 
Marine a passage from Congressional Research Service Issue Brief (IB92117) explaining the 
operation of the Iraq-Jordan protocol. 

Despite this lengthy email from Millenium, Odin Marine decided to contact US. authorities 
to make sure it was not party to any transaction in violation of U.N. sanctions or U.S. law, or which 
was not in accordance with U.S. foreign policy.”' Odin Marine’s General Counsel first called the 
U.S. Department of Commerce “to ascertain their position on Millenium’s charter activities and 
carriage of oil to Jordan’s port for the Jordanian government.””' The Commerce Department 
referred him to the U.S. Treasury Department’s Office of Foreign Assets Control (OFAC), which 
administers U.S. sanctions on Iraq. On March 4, 2003, in response to messages he left at OFAC, 
Odin Marine’s General Counsel received a call from a U.S. official whom he thought worked for 
OFAC, but was actually employed by the U.S. State Department, The General Counsel told the 
Subcommittee that he personally explained the entire matter to this State Department official, 
including that the ship charters had been obtained by a Jordanian company, Millenium, which 
claimed to be acting on behalf of the Jordanian Government, and that Millenium had told his 
company the ships loading at Khor al-Amaya were operating under an exception to the U.N. 
sanctions on Iraq, since the tankers were carrying oil for Jordan. He said that he told the U.S. State 


Email dated 2/21/03, from Odin Marine to Petrian Shipbrokers, 1:31:06 PM (forwarding Millenium 

message). 

Email dated 2/24/03, from Odin Marine to Jamil Sayegh, SBIG Holdings, 5:57:15 PM. 

Email dated 2/28/03, from Odin Marine to Silver Line Ltd., 7:58:06 PM (forwarding Millenium message). 
Subcommittee conversations with Odin Marine (2/11/05). 

Email dated 3/4/03, from Odin Marine General Counsel, Howard Jaffe, to Odin employee, Michael 
Richards, 3:55:13 PM. 
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Department official that his company was willing to turn over the oil to the MIF if the United States 
wanted them to do that. 

The U.S. State Department official promised to call back. The General Counsel 
memorialized his second conversation with this U.S. State Department official in an email to another 
Odin Marine employee.^**^ He wrote: 

“She called back in about 2 hours and said that her office was ‘AWARE OF THE 
SHIPMENTS AND HAS DETERMINED NOT TO TAKE ACTION. ’ She did not 
add ‘at this time.’ I noted that a further shipment was sought by Millenium and did 
she have any advice on that. She repeated the quoted response and would say no 
more. I asked her to contact me if there was any change in position as my client’s 
wished to act in the best interests of the U.S. It appears that they do not want to harm 
Jordan by interfering with its quest for oil before the impending conflict by seizing 

■t»244 

Odin Marine told the Subcommittee that this conversation reassured the U.S. company that the 
United States was fully informed of the Khor al- Amaya shipments and had no objection to them or 
to a U.S. company’s participation in them. The company indicated that there was no indication that 
Odin Marine should obtain a license from OFAC to transact business in Iraq, and no impediment to 
proceeding with the Khor al-Amaya shipments. 

In an email sent on February 25, 2003, Millenium provided explicit guidance to Odin Marine 
as to how all vessels loading at Khor al-Amaya were to interact with the MIF, and how the MIF 
would respond. This email explicitly identified MIF Commander Harry French, who was then and 
is now a U.S. naval officer, as the key contact for ship communications.^*^^ Millenium instructed 
Odin Marine as follows: 

“1 . All chartered vessels coming into Khawr Amaya to provide the Un Naval check 
point with the name of the vessel, name of Charterer, and name of loading port. This 
communication to take place between the Master of the concerned vessel and 
whichever UN Naval ship on duty in the vicinity. 


Id. 

In commenting about Jordan’s “quest for oil before the impending conflict,” the General Counsel of Odin 
Marine was referring to a common justification offered for the Khor al-Amaya shipments -- Jordan’s need to ensure it 
had an adequate supply of oil if war broke out in Iraq. In early 2003, Jordan had begun taking a number of measures 
to protect itself against an oil supply disruption. For example, Jordan chartered the “M/T Berge Chief,” a Norwegian 
tanker with a storage capacity of about 2 million barrels, and maintained it at an anchorage offshore of Aqaba. Jordan 
entered into agreements with Saudi Arabia, the United Arab Emirates, and Kuwait to obtain a three-month supply of free 
oil Jordan also obtained hundreds of millions of dollars in outright grants from other nations, including the United 
States, to ease the economic impact of the war in Iraq. Additionally, Jordan purchased more than 7 million barrels of 
oil from Iraq in the Khor al-Amaya incident at issue in Uiis Report. 

On the other hand, at the same time as Jordan was buying oil from Khor al-Amaya, it was selling a large amount 
of crude oil then in storage in Jordan. Shipping records obtaiiwd by the Subcommittee indicate that on February 5, 2003, 
the ship “M/T Artemis” arrived at the Jordanian port of Aqaba for use by the Jordaninian Ministry of Energy and Mineral 
Resources, At Aqaba, the Artemis was loaded with about 1 million barrels of Arab Light crude oil, which is roughly 
comparable to Iraqi Basrah Light. According to shipping documents, the Artemis departed with this oil for Aden, where 
it airived on March 22, 2003, and discharged its cargo on March 26 “to Aden Refinery Company and Al Hoda 
International Trading Co., at the poit of Aden without production of tiie original bill of lading,” Email dated 2/5/03, from 
Odin .Marine to Marine SBIG; email dated 3/26/03, from Odin Mtuine to Capt. Ghazi Abu Laila, 8:07:51 AM.; email 
dated 3/24/05, from Odin Marine to the Subcommittee, 9:45 AM. 

As events unfolded, Jordan apparently experieiKed a two-month disruption of oil imports from Iraq. Citing 
security and safety concerns, Jordan suspended all oil in^rK from Iraq on March 23, 2003, three days after the war in 
Iraq began; it resumed diose imports two months later in mid-May. See, e.g., “Jordan Refuses to Comment on Prospects 
of Oil Supplies from Saudi, Kuwait,” BBC Monitoring International Reports (4/7/03). 

The Subcommittee asked DOD to arrai^e an interview witih Commander French. DOD offered to allow 
him to speak to the Subcommittee in a classified setting, but to date has failed to respond to the Subcommittee’s request 
for an interview that would discuss only unclassified matters. The Subcommittee has been told that additional DOD 
personnel with information about the Khor al-Amaya incident include Naval Commanders Hensen and Carreras. 
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“2. Upon completion of loading and while approaching the UN Naval check point, 
the Master to contact the UN Naval ship on duty at that time and give them all the 
details including quantity loaded, name of charterer, the terminal of loading and then 
get the necessary clearance accordingly. 

“3. At anchorage. Master will contact Commander Harry French and get the NO 
OBJECTION message from him, Mr. Y oung of Odin Marine to contact Commander 
French as well in order to verify and confirm the communication between the Master 
and Commander French. Mr. Young wiU seek the NO OBJECTION message in the 
text and format agreed between us.””‘ 

Millenium instructed its chartered vessels on the key phrase to be used to obtain 
permission from the MIF for passage: 

“4.C. The message that should be sent by either the ship master or Mr. Y oung is the 
following; ‘We are loading crude oil from the terminal at Khawr Amaya for 
Millenium; do you have any objection?’”^"'’ 

Millenium also directed its personnel to keep communications with the MIF to a minimum: 

“It is very advantageous that Mr. Young served in the Coast Guard as he can relate 
to and understand the situation and how officers feel uncomfortable about going 
through unnecessary extended communications.”"* 

A “Note to File” written by David Young of Odin Marine indicates that Commander French 
appeared to be under similar instructions to provide Mr. Young with only the minimal information 
necessary for their particular interaction. Mr. Young’s note states: 

“[T]he M/T Tanker “Arcadian 1” was due to sail Khor al Amaya March 1“ at 0900 
with the tide. Commander French advised that he had no objections. He [also] said 
that he was sorry he could not say anything more. I told him 1 completely understood 
and did not expect him to say anything more, 

“He asked how many shipments this was. 1 told him this was the third vessel that had 
actually loaded (i.e. Argosea, Eagle, and now Acadian I [sic]) He asked how many 
more vessel[s] I expected. I told him one vessel I thought was going to be confirmed 
in the morning (did not mention name of vessel to him but was thinking of M/T Sea 
Victory). 1 also told Commander French that we had a couple vessels that were 
hesitant to load due to the recent publicity etc - and may pull out of these charter 
parties. He related that the recent publicity had made his life very difficult and could 
understand how recent events could make things difficult in this regard. 

“I also asked Commander French as a method of procedure if I could continue to call 
him to request permission for vessels to proceed to and depart from Iraq and he said 
that would be okay.”"’ 

Mr. Young described Commander French as “Coast Guard Lia[i]son to USN Central Command in 
Bahr[a]in,” 

Presumably, each vessel that loaded oil at Khor al- Amaya followed the instructions provided 
by Millenium, Upon arrival, they checked in with the MIF; provided details about their plans to load 


Email dated 2/25/03, fromMilleniumtoMichaelRichardsofOdin Marine, 2:1 1:17 PM. “Mr. Young” refers 
to David E. Young, who was then executive vice president of Odin Marine. 

Id. 

Id. 


Note to File dated 3/2/03, authored by David Young of Odin Marine. 
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Iraqi oil from Khor al- Amaya, an unauthoriz«5 port under the OFF program; asked the MIF if it had 
any objection; and, hearing none, proceedai to the port. One person interviewed by the 
Subcommittee said that it was his understanding that, on some occasions, MIF vessels even escorted 
the chartered ships to ensure their safe passage throu^ the Persian Gulf.^'**® From February to March 
2003, seven vessels loaded a total of over 7.7 million barrels of Iraqi oil from Khor al-Amaya. 

6. Final Destination of Khor al-Amaya Oil 

Although oil loaded at Khor al-Amaya was described as undertaken pursuant to the Iraq- 
Jordan trade protocol or as part of a plan to establish a floating strategic oil reserve for Jordan during 
the U.S. invasion of Iraq, most of the 7.7 million barrels of oil loaded at Khor al-Amaya never 
reached Jordan. 

As Table 4 indicates, at most it appears that only one of the tankers that lifted oil from Khor 
al-Amaya ultimately discharged any cargo in Jordan. 

Tabled ; Final Destination of Oil Exported from Khor al-Amaya 


Original Vessel 
Lifting Oil from 
Khor al-Amaya 

Initial Disposition 

Final Disposition 

Date of Final 
Disposition 

Argosea 

UAE port of Fujairah; 
Yemeni port of Aden 

Jordanian port of Aqaba 

April 18,2003 

Eagle 

Ship-to-Ship (STS) transfer 
of oil to the Marine Pacific 
at the Fujairah port 

STS of approx. 2.5 million 
barrels from Marine Pacific to 
Hellespont Embassy on June 9, 
2003. 

Approx. 2.5 million barrels on 
Hellespont Embassy sold to A1 
Huda International Trading Co. 
on June 18, 2003 @ 

$20. 65/barrel; 

sent to Midor Refinery, Egypt. 

June 18, 2003 

Sea Victory 

STS to Marine Pacific at 
the Fujairah port 

Seacross 11 

STS to Marine Pacific at 
the Fujairah port 

Arcadian 

STS to Empress des Mer at 
the Fujairah port 

Approx. 2.9 million barrels 
aboard Empress Des Mer 
discharged at Egyptian port of 

Ain Sukhna 

Late 2003 

Mint 

Prosperity* 

STS to Empress des Mer at 
the Fujairah port* 

Endeavour 2* 

STS to Empress des Mer to 
the Fujairah port* 


Table 4. According to shipping documents available to the Subcommitiee. only one of the seven tankers that loaded oil 
from Khor al-Amaya transported oil to Jordan. 

* The Mint Prosperity and Endeavour data is inferred from r^erences in Bayoil documents and shipping totals. The 
total amount of oil that was available for sale, according io Ba)^il documents, is about 1.6 million barrels less than the 
amount that was loaded according to SOMO documents. The Subcommittee Minority Staff has been unable to account 
for this difference. 

The Argosea’s initial destination after loading at Khor al-Amaya was Fujairah, a port just 
outside the Straits of Hormuz on the coast of the United Arab Emirates, where the ship set anchor 
on February 20, 2003. The next communication in the records obtained by the Subcommittee 
indicates that on March 29, 2003, Millenium instructed the Argosea to “heave up anchor and proceed 
A.S.A.P. at full speed to Aqaba, Jordan todischarge.”^^’ Two days later, Odin Marine asked Petrian 
Shipbrokers to notify the Argosea’s ownere that the “vessel is presently enroute to Aqaba ETA 7 


Subcommittee interview of Odin Marine (2/1 1/05). 


Email dated 3/20/03, from Millenium Marine Division to Argosea. 
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April 03 to discharge its cargo of crude oil (with possible change of disport within the trade area 
agreed).”^*^ 

The next day, however, on April 1, 2003, Millenium directed the Argosea’s Captain to 
proceed to Yemen to discharge its cargo: 

“DEAR CAPT VLADIMIR 

“PLS NOTE YOUR DISCH PORT IS ADEN IN YEMEN 
KINDLY ADVISE YOUR ETA ADEN ANCHORAGE 

“REGARDS 

“J. SAYEGH 
“MILLENIUM”^’ 

On April 3, 2003, Millenium provided more specific instructions to the Argosea, including the 
following; 

“FOR ALL YOUR SHIP BUSINESS AND DISCH, FM TIME YOU DROP 
ANCHOR TILL COMPLETE DISCH’G WOULD BE HANDLED BY JORDAN 
NATIONAL SHIPPING WHO WOULD CONTACT YOU LATER ON 3“’ APRIL, 

PLS FOLLOW THEIR OPERATIONAL INSTRUCTIONS.”"" 

The direction to discharge the cargo in Yemen greatly concerned the Tsakos Group, which 
owned the Argosea, since it appeared to contradict Millenium’s previous assertions that the cargo 
had been obtained for use by Jordan under Article 50 of the U.N. charter. The shipowner expressed 
concern, under this rationale, about delivering the oil to any country other than Jordan without 
violating U.N. sanctions. In an apparent communication to Millenium, the shipowner pointed out 
that it had previously discussed this issue with the company as follows: 

“[W]e highlighted: 

“1. that there was considerable media speculation that the cargo was unlawful, to 
which you and your government insisted that the cargo was for the use of the 
Jordanian state, and that you were permitted to export the cargo from Iraq by the tacit 
consent of the United Nations under Article 50 of the UN Charter: 

“2. that there was media speculation that the cargo was not for the use of the 
Jordanian state and that even if para 1 above was accepted, if it became clear that the 
cargo was to be delivered to non-Jordanian state interests, the rationale under the UN 
charter (Art. 50) would no longer be available and Owners would have to treat the 
cargo/order for delivery as unlawful. As a result, the indemnity provided by the 
Jordanian government on 1 J"* March 2003 was drafted to ensure that the delivery was 
to Jordanian state interests through Millenium. 

“You have now changed your orders for Aqaba and have directed the vessel to 
deliver the cargo at Aden. Given the two matters highlighted above, we are duty 
bound to enquire on behalf of the Owners of the vessel for details as to the 
circumstances in which cargo destined for use by the Jordanian state should be 
discharged at Aden. We very much wish to work with you and to accommodate your 
reasonable and lawful orders but consider that it is imperative that you please let us 
have as much information as possible in order to demonstrate to us that the cargo is 


Email dared 3/31/03, from Odin Marine to Petrian SMpbrokers. 

Fax dated 4/1/03, from SBIG Head Office to Master of Argosea. 

Email dated 4/3/03, from Odin Marine to Jamil Sayegh, SBIG Holdings, 8:30:36 AM . 
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still destined for use by Jordanian state interests despite being ordered to be delivered 

at Aden. 

“We look forw'ard to your reply.””’ 

When the Argosea arrived at the Yemeni port of Aden on April 3, 2003, all of the berths at 
the port were full, so the ship initially remained at anchor in the harbor. From the documents 
provided to the Subcommittee, it appears that the Argosea remained at Aden for 7 days. The 
Subcommittee Minority Staff was unable to determine whether the Argosea discharged any of its 
cargo during its week-long stay at Aden. 

While the Argosea was anchored at Aden, the shipowner apparently also began expressing 
concerns about the bill of lading for its cargo of oil. Bills of lading are essential shipping documents. 
They describe the type and quantity of goods being shipped, as well as the ports of loading and 
discharge, and serve as a document of title, a contract of carriage, and a receipt of goods. In the case 
of the OFF program, a bill of lading was part of the documentation required by the United Nation. 
Without the bill of lading, many lenders and buyers of oil might consider a cargo contraband and 
refuse to provide financing or funds for its purchase. 

On April 1 0, 2003, Petrian Shipbrokers reported to Odin Marine that the Argosea shipowner 
had advised “that [vessel] will discharge against original [Bill of Lading] although apparently these 
need to be reissued after the old ones are cancelled. The owner’s operator is of the understanding 
that his boss has sent a msg regarding [Bill of Lading] directly to charterers - 1 have asked for them 
to send us a copy.””’ On the same day, the shipowner, the Tsakos Group, sent a message informing 
the Argosea that a new set of bills of lading would be produced for the cargo, changing the cargo’s 
consignee to the “Ministry of Energy and Mineral Resources, the Government of the Hashemite 
Kingdom of Jordan,” and designating the port of discharge to be “Aqaba, Yemen.””^ The 
shipowner’s message also stated that once the charterer, Millenium, provided the vessel with the new 
bills of lading, discharge could commence. 

Presumably, a key issue in the bills of lading applicable to the Argosea’s oil cargo was 
information showing that the destination port was Aden, Y emen instead of Aqaba, Jordan, thereby 
raising concern that the shipment was not for Jordan’s use under the Iraq-Jordan protocol. Another 
issue may have been information showing where the cargo originated, since Khor al-Amaya was an 
unauthorized port under the OFF program and it is possible that no bill of lading was provided 
during the initial loading process. It is unclear how these matters were addressed in either the 
original or replacement bills of lading described in the Argosea communications. Also unclear are 
the procedures and circumstances under which Millenium produced both the original and 
replacement bills of lading for the Argosea’s oil cargo. 

On April 16, 2003, the Argosea reached the Jordanian port of Aqaba and shortly afterward 
began discharging oil. The Subcommittee Minority Staff has been unable to determine how much, 
if any, Iraqi oil the Argosea discharged at Aden, and how much it discharged at Aqaba. The 
Subcommittee Minority Staff has also been unable to obtain copies of the original or subsequent bills 
of lading for the Argosea’s cargo. 

The cargoes of three other ships that loaded in Khor al-Amaya were eventually consolidated 
and shared a final destination. These cargoes, from the Eagle, Sea Victory, and Seacross U, were sent 
to the UAE port of Fujairah just outside the Persian Gulf, Beginning in late March, the cargoes from 
all three ships were transferred to storage tanks on a large oil tanker named the Marine Pacific. In 
early June, the Iraqi oil aboard the Marine Pacific was transferred to still another oil tanker, the 


Email dated 4/1/03, provided by Odin Marine, incorporating messages from Tsakos Shipping Athens with 
identifying number RefNum: 2181783. 

Email dated 4/10/03, from Petrian Shipbrokers to Odin Marine, 1 1 :54:47 AM. 

Email dated 4/10/03, from Petrian Shipbrokers to Odin Marine, 12:59:55 PM. It is not clear from this 
document whether the reference to “Aqaba, Yemen” is a typographical error or refers to two distinct ports of discharge. 
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Hellespont Embassy. Some evidence, as discussed in the next section, indicates that Bayoil may 
have furnished the Hellespont Embassy to Millenium. On June 18, 2003, according to documents 
produced by Bayoil, Millenium sold the 2.5 million barrels of Iraqi oil aboard the Hellespont 
Embassy to A! Hoda International Trading Company (“Al Hoda”). A1 Hoda is known to be a front 
company for the Hussein regime.'** The Bayoil documents also indicate Al Hoda may have paid 
Millenium $20.65 per-barrel for the oil.'™ 

It appears likely that the cargoes of the three remaining ships that loaded oil at Khor al- 
Amaya, the Arcadian, Mint Prosperity and Endeavour 2, were also consolidated and sold together. 
The Arcadian’s cargo was sent to Fujairah, where it was transferred onto a ship called the Empress 
des Mer. Bayoil’s documents indicate the Empress des Mer carried a total of nearly 2.9 million 
barrels of Iraqi oil, of which about 1.6 million barrels came from the Arcadian.™ The shipping 
records obtained by the Subcommittee do not indicate the origin of the additional barrels of Iraqi oil 
aboard the Empress des Mer. However, a Bayoil memorandum dated May 13, 2003, specifically 
identifies the cargoes aboard the Mint Prosperity and the Endeavour 2, together with the cargoes 
from Khor al-Amaya aboard the Arcadian and the Marine Pacific, as potentially available for 
purchase from Millenium."' It appears, therefore, that the cargoes aboard the Mint Prosperity and 
the Endeavour may have been transferred onto the Empress des Mer , According to the owner of the 
Empress des Mer, the Iraqi oil stored aboard that ship was discharged in Egypt.™ The 
Subcommittee Minority Staff was unable to determine who, if anyone, purchased this oil from 
Jordan. 


7. Bayoil Attempt to Purchase Khor al-Amaya Oil from Jordan 

An additional curious aspect of the Khor al-Amaya shipments is the emergence of Bayoil as 
a potential purchaser of the oil from the Jordanian government, Although, in the end, Bayoil was 
unable to purchase the cargoes despite strenuous efforts, documents related to those efforts yield 
additional information about the disposition and legality of the shipments. 

Bayoil apparently learned of the Jordanian-chartered oil tankers carrying Iraqi oil in early 
March 2003, A memorandum in Bayoil files, apparently written in March 2003, provides detailed 
and generally accurate information about the chartered vessels.™ An email from John Irving to 
David Chalmers dated March 24, 2003 - 4 days after the U.S. invasion of Iraq began - states that 
a number of persons were interested in purchasing the Khor al-Amaya cargoes,'” In mid- to late- 
May, Bayoil began negotiating with Petroline, a Jordanian company, to either store or purchase, or 
both, the Iraqi crude oil held by the Jordanian Ministry in ships anchored at Fujairah.'“ Among the 


ISG Report, Vol. HI, Regime Finance and Procurement, pp.82, 90-91, 291 (September 2004). interviews 
by Subcommittee staff with senior Iraqi officials in the Hussein regime confirmed that the Government of Iraq owned 
50 percent of Al Hoda International Trading, provided direction to its operations, and shared in the company’s profits. 


One Bayoil memo characterized Al Hoda’s offer as “bunch of peasants at 20.65”; another stated: 
“COMPETITION (AL HODA) 20.65 (we think) - laundry money.” Email dated 6/17/03, from John Irving to David 
Chalmers, Jr and other Bayoil personnel, 3:26 PM; email dated 6/16/03, from John Irving to Jean Johnston, 4:01 PM, 
Bates BAYI4-01796. 

See, e.g., draft request dated 6/17/03, from Bayoil to Banque Cantonale Vaudoise for a letter of credit 
financing the purchase of 2.87 million barrels of Iraqi oil on rtie Empress de Mer. 

See email dated 5/13/03, from John Irving to David Chalmers, re “Petroline: conversation with All Jaffri.” 

Subcommittee interview of Tankship Ltd. (4/20/05). 

Undated document produced by Bayoil, Bates BAY14-01878-79 (contains detailed information obtained 
“through our market intelligence” about “Jordanian-chartered ships loading” oil at Khor al-ATnaya)(text says at one point 
it is providing information “as of today March 10, 2003” and later “just yesterday March 25th”). 

Email dated 3/24/03, from Bayoil’s John Irving to David Chalmers, 8:25 AM. 

Memorandum dated 5/19/03, from Bayoil Supply & Trading Limited to Petroline FZC, “Ref: Oil 
Storage/Purchase Proposal.” 
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Bayoi! documents obtained by the Subcommittee is a storage charter agreement between Bayoil and 
the Jordanian Ministry of Energy & Mineral Resources for Bayoil to provide floating storage of the 
Ministry’s oil on the vessels Hellespont Embassy and Hellespont Grand?* Because this agreement 
is unsigned, it is not definitive evidence of an actual contract between Bayoil and the Jordan 
Ministry. About 2 weeks later, the Iraqi crude that had been stored on the Marine Pacific was 
transferred to the Hellespont Embassy. However, the Subcommittee Minority Staff has not been able 
to conclude with certainty that the Hellespont Embassy was then under charter to Bayoil. 

During the same period of time, Bayoil began discussions with Petroline for the outright 
purchase of the Iraqi oil. Bayoil was both negotiating with Petroline and using AH Jafffi of Petroline 
as an agent in its negotiations with the Jordanian Government. A Bayoil memorandum indicates that 
Mr. Jaffiri had access to the Jordanian Prime Minister.^’ The same memorandum describes a 
conversation with Ali Jaffri in which he provides his perspective on the legality of the shipments: 

“On the question of the PROTOCOL - Ali said that this had been signed between 
Iraq and Jordan and had been vetted by the US State Department. This is one of the 
areas he will check tomorrow. He said if it was not clear why then was CALTEX 
looking to do the same deal for either Far East or South Africa,”^''® 

At the same time that Bayoil began negotiating with Petroline to buy the Jordanian oil from 
Khor al-Amaya, the Jordanian Minister of Energy was denying press reports that Jordan was 
attempting to sell Iraqi oil that had been sold to Jordan before the war. “The minister stressed that 
the quantities of oil, which are in Aqaba or at the refinery in Al-Zarqa, are a strategic reserve to be 
used for refining and local consumption, adding that Jordan has no oil to sell and that there are no 
Jordanian companies to sell oil."“’ 

In early June, Bayoil began negotiating directly with the Jordanian Ministry of Energy and 
Mineral Resources for the purchase of the Iraqi oil aboard the Marine Pacific and Empress des Mers. 
Bayoil began drafting a formal purchase offer and arranged a meeting with the Jordanian Minister 
of Energy to discuss the proposed sale. 

On June 10, 2003, the Jordanian Minister of Energy and Mineral Resources met in Amman 
with three persons representing Bayoil, John Irving, Augusto Giangrandi, and Zeid Khorrna.”" 


Memoranduin dated 5/22/03, from Bayoil Supply & Trading Limited to Petroline FZC, “Ref: Oil Storage 
Contract Dated May 22, 2003.” 

Email dated 5/1 3/03, from John Irving to David Chalmers, 5: 12 AM. 

Id. It is not clear whether JafTri’s claim that the “protocol” had been vetted by the U.S. State Department 
was a reference to the official trade protocol between Iraq and Jordan that was publicly known or these specific 
shipments. 

“Jordanian Minister Denies Reports Local Companies Offered to Sell Iraqi Oil,” BBC Worldwide 
Monitoring (5/22/03). This media report also stated that Jordanian companies were having difficulty selling the oil, 
because it was “exported three months ago when Iraq reactivated an abandoned seaport in Khawr al'Ama>^ on the Gulf 
a few weeks before the war broke out, thus violating the sanctions the Untied Nations imposed on Iraq.” 

™ Email dated 6/10/03, from John Irving to David Chalmers, 5:34 AM, BAY14-01835. 

A former high-ranking Iraqi official interviewed by the Subcommittee stated that Zeid Khorma “or his brother” 
was the person who visited the Iraqi Oil Minister to request approval for the Khor al-Amaya shipments in 2003. 
Subcommittee interview of Senior Iraqi Official No. 7 (4/17/05). Evidence uncovered by the Subcommittee Minority 
Staff indicates that Zeid Khorma’s association with AugiKto Giangrandi dates back to at least the mid-1980s, when Mr. 
Khorma was Carlos Cardoen’s representative in Baghdad, and Mr. Giangrandi was helping Cardoen Industries supply 
Iraq with cluster bombs. See Section IIB(2) of this Report above. 

Mr. Khorma also allegedly helped smuggle into Iraq a key ingredient for Scud rocket fuel. In 1994, Mr. 
Khorma is alleged to have paid $50,000 to airange the shipment from China to Iraq of 30 tons of ammonium perchlorate, 
a key component in the production of solid rocket fuel for Iraqi Scud missiles. The ammonium perchlorate was falsely 
labeled as aluminum sulfate and found on a German ship docked in Saudi Arabia. See, e,g., “HK Firm Used to Send 
Missile Fuel to Iraq Say Investigators,” South China Morning Post (Hong Kong)( 1 21 1 8/94). U.S. Customs agents were 
quoted as saying that Zeid Khorma “is believed to be a supplier of illegal goods through Iraqi government contacts, with 
the help of his father and brother.” “U.S. Customs: 2 Nabltedin Iraq Export Plan,” United Press International (1/1 1/95). 

(continued-..) 
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According to Mr. Irving, the Minister indicated that Ionian already had entered into a contract for 
the cargo aboard the Empress des Mer. The Minister allegedly explained that the cargo aboard the 
Marine Pacific had just been transferred onto the Hellespont Embassy, and according to Mr. Irving’s 
email, the Minister “would like to keep these bbis on same ship and re-charter ship to Bayoii at same 
rate.” The Minister allegedly asked Bayoii to provide proposals for discussion later that evening or 
the next moming.^^* 

Bayoii documents indicate that Mr. Chalmers was extremely concerned about the legal status 
of the Iraqi oil they were seeking to purchase. Mr. Chalmers apparently discussed with his attorneys 
the extent to which the Iraqi sanctions regulations applied to oil acquired before the invasion and, 
specifically, whether the manner in which this oil was acquired could cause it to be “deemed 
tainted.”^’^ His concern apparently arose in part because the banks Bayoii had asked to issue letters 
of credit to finance the oil purchase had requested either: proof that payment for the cargo had been 
made to SOMO - which Bayoii could not provide since Jordan refused to disclose its role in paying 
SOMO - or, in the alternative, a statement from OF AC that there were no restrictions on the 
importation of the Khor al- Amaya oil into the United States.^^^ 

Later on June 10, 2003, Bayoii submitted a written offer to the Jordanian Ministry to 
purchase the oil on both the Hellespont Embassy and Empress des Mer. The next day, June 1 1, 
2003, Bayoii representatives John Irving, Augusto Giangrandi, and Zeid Kliorma met again with the 
Minister of Energy, who was accompanied by another Jordanian Ministry official, Farouq al-Hyari. 
According to Mr. Irving, the participants discussed pricing and then turned to the shipping 
documents needed by Bayoii to obtain financing from abank for the transaction.^’'* According to Mr. 
Irving, the Jordanian Minister of Energy balked at many of the documentation requirements, because 
Jordan did not want its role or the nature of the transaction to become public. For example, an Irving 
email states: “M said no way would J ‘go public’ on these bbls lifted from 03 and indeed it was very 
simple: ‘the bbls are to be lifted ex Fujairah. 

According to Mr. Irving, the Jordanian Minister of Energy appeared annoyed that the 
legitimacy of the shipments was being questioned, alleging that the Prime Minister of Jordan had 
told him that the shipments had the “direct approval of the White House”: 

“M said that he had had a meeting with the “higher authourity” [sic] that morning 
(we know he met the PM) and that the movement of these bbls had the direct 
approval of the ‘White House’. We believe that approval was succinct at the time of 
original lifting and has been stated more forcefully at the Aqaba meeting early June 

276 


(...continued) 

Jn January 1995, U.S. authorities arrested Zeid Khorma’s brother Mosab, along with his father Ahmad, in New 
York, and charged them with “knowingly and willfully conspiring to violate” the Iraqi sanctions regulations and 
executive orders “by exporting and intending to export goods from the U.S. to Iraq.” Another individual, Kim Kyung-Ii, 
also known as “Storm Kheem,” was charged with felony offenses for alleging accepting payments from Zeid Khorma 
to ship the ammonium perchlorate. Criminal Case 0;95-mj-00041-ARL-l (USDC EDNY). Zeid Khorma, who then 
resided in Jordan, was not indicted. 

InAugust 1995, all charges against the Khormas were dismissed. In March 1996, Kheem pled guilty and was 
sentenced to six months of house arrest, a $100 “special assessment,” and five years of probation with 350 hours of 
community service. 

Email dated 6/10/03, from John Irving to David Oialmers, 5:34 AM, Bates BAY14-01835. 

Email dated 6/10/03, fromBayoil’s Jean Johnston to John Irving, 6:22 PM, Bates BAY 14-01 736. 

''' 14 

Email dated 6/1 1/03, from Bayoil’s John Irving to David Chalmers and others, 8:23 AM, Bates BAYI4- 

01817. 


Id. Bayoii emails often used abbreviationsorcod^ to referlo persons and places. In this email, “M” refers 
to the Jordanian Minister of Energy, “bbls” stands for “barrels,” “J” refere to Jordan, and “03" refers to Iraq. 


id- 
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The participants also discussed how to construct a rationale for why Jordan was now selling 
the Iraqi barrels it had supposedly acquired for a strategic oil reserve: 

“[Farouq al-Hyari] is working on this document today. Basically it is going to state 
that J has these bbls for strategic stock reasons and quality discovery means that they 
cannot process these bbls in J for environmental reasons (J refineries lack 
hydrotreating facilities.) There is evidence that these bbls have resulted in a recent 
refinery [shutdown] for 22 hours but FH denied this. This doc will also highlight the 
reasons for re-sale.” 

Other than this email, the Subcommittee Minority Staff has not located any other indication in the 
Bayoil documents that the Iraqi oil was unsuitable for Jordan’s refineries. In fact, in a subsequent 
Bayoil memorandum, John Irving seems to be irritated that a competitor was espousing the same 
rationale for the sale of the oil that Bayoil had “drummed up” for the Jordanian Ministry: 

“[Zeid Khonna] went to check with one of his contacts what ‘others’ were doing .... 

During the course of this meeting he got hold of an offer made 1 1’’’ June from 
‘Canadian Habitat International’ based in Abu Dhabi which referred exactly to some 
of our wording discussed yesterday in the Ministry. In particular we had drummed 
up this strategic stock issue and here came the Canadian offer indicating precisely our 
wording.”^” 

Jordan’s unwillingness, or inability, to provide formal documentation legitimizing the 
purchase of the Iraqi crude proved to be an insurmountable obstacle for Bayoil. On June 1 2, 2003, 
Bayoil's attorneys wrote to OF AC seeking “clarification” that would provide authority for Bayoil 
to import the Khor al- Amaya oil,™ Bayoil stated this clarification was necessary in order to “satisfy 
the demands of the Bureau of Customs and Border Protection and the foreign banks expected to 
finance the proposed transaction.” Bayoil wrote: 

“We have been advised the Govertunent of Jordan has offered two cargoes of Iraqi 
crude oil to Bayoil’s affiliate for purchase, which Bayoil proposes to transport and/or 
distribute to customers in the United States. It is our understanding that this crude 
oil was acquired by the Government of Jordan prior to the issuance of the Executive 
Order and the General License [removing the Iraqi sanctions]. Bayoil has been led 
to believe that this crude oil was loaded at Khor Al Maya, Iraq, during late February 
2003.” 

Bayoil told OFAC that, with respect to Iraqi oil lifted prior to the end of sanctions on May 
22, 2003, the U.S, Bureau of Customs and Border Protection was still requiring documentation 
showing that the oil had been obtained in accordance with the U.N.’s Oil-for-Food program. For 
example, Bayoil told OFAC that the Bureau wanted both a copy of the U.N. 66 1 Committee approval 
of the contract to buy the oil, and a U.N. inspection certificate showing that the cargo had been 
properly loaded and inspected at an authorized Iraqi port. Bayoil told OFAC: “We have been 
advised that neither documents are available with respect to the purchase of this crude oil.” 

The next day, June 13, 2003, Bayoil’s attorneys again wrote to OFAC, seeking expedited 
treatment of their request.^” In this letter, Bayoil noted the two ships “are valued at approximately 
$120 million,” and that if Bayoil could not “obtain comfort” from OFAC by close of business on 
June 16, “it is likely the Government of Jordan will sell these cargoes to another non-U.S. buyer.” 


Email dated 6/12/03, from John Irving to David Chalmers, 9:58 AM. 

Letter dated 6/1 2/03, from Bayoil’s legal counsel, Dickstein, Shapiro, Morin & Oshinsky, LLP to OFAC, 
Bates BAY14-01804-06. 

Letter dated 6/1 3/03, from Bayoil’s legal counsel, Dickstein, Shapiro, Morin & Oshinsky, LLP to OFAC, 
Bates BAY14-01733-35. 
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On June 1 8, 2003, OFAC wrote to the U.S. State Department seeking guidance on Bayoil’s 
request.^® OFAC asked the U.S. State Department whether the Khor al- Amaya cargoes “should be 
construed as a legal or an illegal export pursuant to the United Nations embargo.” According to 
OFAC, the U.S. State Department never provided any response to their letter or Bayoil’s request. 


Ultimately, Bayoil’s inability to obtain formal documentation, either from Jordan or OFAC, 
attesting to the legality of the oil from Khor al-Amaya, apparently prevented Bayoil from obtaining 
a financing commitment or letters of credit to support its purchase of the oil. In mid-June 2003, 
Jordan sold the three cargoes that had been consolidated on the Marine Pacific and moved to the 
Hellespont Embassy, to Al Hoda International Trading. Al Hoda then delivered the oil to the Midor 
Refinery near Alexandria, Egypt. 

The loss of this cargo to Al Hoda and Bayoil’s ongoing difficulties in its attempt to buy the 
remaining oil on the Empress des Mer led to recriminations between Bayoil’s John Irving and Zeid 
Khorma, Bayoil’s agent in Jordan. A series of emails between Mr. Irving and Mr. Khorma reveals 
the tension between the two, as well as their beliefs that the disposition of these barrels had risen to 
a “political level” within Jordan and the United States. For example, on July 1 , 2003, Mr. Khorma 
wrote: 


“Believe me I am as frustrated as you are. The situation as it stands now, has reached 
a political level, and not a commercial one. Yes we were told that Cargo would be 
offered to our directions if the [letter of credit from Al Hoda] is not established. 
However since the high authority taking care of the matter is currently unavailable 
till tomorrow afternoon, we will have to wait till then. 

“Believe me John, the level we are talking to at this time is the highest and this 
restricts us by not going below. However I will try to call them tonight to see what 
indication we will get. 

“1 wish I had more news for you, but believe me the level we have reached is now the 
highest. 

“best regards 

“Zeid” 

After two more emails from Mr. Khorma providing updates on discussions at the “highest 
levels” in Jordan regarding the sale of the second cargo of oil to Bayoil, and urging Mr. Irving to 
continue to wait for a decision, Mr. Irving wrote to Mr. Khorma: 

“This is good news. However we have been here before. 

“Also for you to say ‘we have done a lot so that you guys better perform’ and, in the 
same sentence, to question the right of the WH to check some issues with the J Govn 
pertaining these bbls, places you in a position way above your stated position as an 
‘agent’ - or facilitating broker - on these bbls. 

“We will not accept these inappropriate statements coming from you. All we want 
from you is detailed information which we are not receiving. Ail we are receiving 
are assurances and extended calendars. 

“This whole issue now depends upon OFAC of which the Minister gave us 
assurances (June 1 1 in case you had forgotten) that he had ‘received approval at the 


Memorandum dated 6/1 8/03, from R. Richard Newcomb, Director, OFAC, to George A. Glass, Director, 
U.S. Department of Statc/EB/ESP. 

281 


Email dated 7/1/03, from Zeid Khonna to Jolm Indng, 11:48 AM. 
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highest level’ which, may 1 remind you, you interpreted as being the White House. 

In addition you said that this point had been eovered at Aqaba as well. Therefore it 
is perfectly valid for the US to be completing the ‘circle’ - a fact you fall to 
understand. 

“In addition the fact that we are keeping a ship close to Empress at $X,000 pd is an 
indication of our intent. 

“Perhaps, Zeid, the ‘performance’ issue is somewhere else, and this is a matter of 
internal debate in Bayoil at the moment. 

“Think about it.” 

On July 6, Mr. Khorma emailed Mr, Chalmers with “an official notification of release from 
responsibility towards the .Iordan deal.” Apparently in reference to his conversations with Mr. 
Irving, Mr. Khorma told Mr. Chalmers, “I have never had anyone address me or my country wi th the 
manner spoken to me, nor has anyone ever hang up on me,” Mr. Khorma told Mr. Chalmers their 
friendship was too valuable to lose over abusiness deal, but his honor did not permit him to continue 
with this particular transaction, Mr, Khorma concluded by telling Mr. Chalmers, “I spoke to 
Augusto and gave him full details of the situation of the cargo.”^“ 

For the remainder of the summer and into the fall of 2003, Augusto Giangrandi and Bayoil 
appear to have turned their attention to building relationships with the new leadership in SOMO and 
the Oil Ministry after the Hussein regime was deposed. In late November, Mr. Giangrandi raised 
the possibility that Bayoil could still purchase the Iraqi oil aboard the Empress des Mer. A note from 
John Irving to Mr. Giangrandi expressed surprise that Mr. Giangrandi was trying to resurrect this oil 
sale. Mr. Irving recounted their unsuccessful dealings to date, and wondered what, in Mr. 
Giangrandi’s view, had changed: 

“We have made a concerted effort to purchase such quantities via your assistance 
previously on the basis we were assured that such a transaction was approved at the 
highest levels in D.C, 

“As such we applied for an OF AC license for a provisional transaction which after 
six plus weeks of work by our D.C. attomey[s] ($10,000+), are were [sic] advised 
that no such license would be granted, without explanation. 

“Therefore, since these facts were related to you and we don’t have a ‘get out of jail 
free card,’ we are surprised by your continued inquiry about our interest or 
suggestions to push OFAC. What has really changed or what evidence exist which 
implies a change in policy in this matter?” * 

From a subsequent email from Mr. Irving to Mr. Chalmers, it appears that Mr. Giangrandi 
explained to Mr. Irving that a deal Jordan had made with another purchaser for the Empress des Mer 
oil had fallen through, and so Jordan had inquired as to whether Bayoil were still interested. In 
December 2003, Mr. Chalmers told Mr. Irving he was “not interested in these [barrels] (if they are 
still there) due to customs issues and political uncertainties surrounding these historical bbls and to 
quality degradation issues,”^** At this point, Bayoil’s involvement in the Khor al-Amaya oil 
shipments appears to have ended. 


Email dated 7/3/03, from John Irving to Zeid Khorma, 9:11 AM. 

Email dated 7/6/03, from Zeid Khoniia to David Chalmers 1:13 PM. 

Email dated 12/1/03, from Bayoil’s John Irving to David Chalmers (forwarding an email of the same date 
from Mr. Irving to Augusto Giangrandi). 


Email from Bayoil’s John Irving to David Chalmeis( 12/1/03) 3:22 AM. 
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D. KHOR AL-AMAYA AND THE IRAQ-JORDAN TRADE PROTOCOL 

Repeatedly at key points during the saga of the Khor al-Amaya oil shipments, participants 
claimed the shipments did not violate U.N. sanctions, because they had taken place under the Iraq- 
Jordan trade protocol which had been approved by the United Nations. Jordan made this claim to 
shipbrokers, shipowners, and captains when asking them to help load and transport the oil; Jordan 
made the same argument in sales negotiations with Bayoil; and Bayoil offered the same rationale 
when trying to get lenders, U.S. Customs, and OFAC officials to endorse the legitimacy of the cargo. 
The evidence indicates, however, that the Khor al-Amaya oil shipments were not sold according to 
the pricing formula in the Iraq-Jordan trade protocol and did not meet the characteristics of the trade 
conducted under the protocol. Moreover, despite requests from interested parties, neither the United 
Nations nor the United States ever agreed to characterize the Khor al-Amaya cargoes as the product 
of transactions in accordance with U.N. sanctions. 

Background. Jordan and Iraq have been close trading partners ever since both countries 
came into existence after the first World War. Initially, both countries were ruled by the Hashemite 
family: Faisal became King of Iraq and his brother, Abdullah, became King of Jordan. During the 
Iran-lraq war, Jordan supplied essential agricultural and industrial goods to Iraq, and, in return, Iraq 
supplied Jordan with “cheap oil, grants, and low-interest loans.”®* 

The sanctions imposed upon Iraq immediately after Saddam Hussein invaded Kuwait had 
a particularly severe effect on Jordan. Jordanian exports plummeted, and Jordanian businesses 
associated with Iraq’s exports - nearly 70 percent of which traveled through the Jordanian port of 
Aqaba - were severely affected. Jordan’s oil supplies were also disrupted; prior to imposition of 
U.N. sanctions, Iraq had supplied about 80 percent of Jordan’s oil at below-market rates,®’ An 
influx of over a million refugees from Iraq into Jordan further strained Jordan’s economy. 

On August 20, 1990, 14 days after the U.N, Security Council adopted Resolution 661 
imposing sanctions on Iraq, Jordan informed the Security Council that it would comply with the 
provisions of the resolution, but that such compliance would lead to “extreme economic hardships 
to Jordan and its population,” and sought consultation to alleviate those hardships as provided under 
Article 50 of the United Nations Charter.’** Article 50 provides: 

If preventive or enforcement measures against any state are taken by the Security 
Council, any other state, whether a Member of the United Nations or not, which finds 
itself confronted with special economic problems arising from the carrying out of 
those measures shall have the right to consult the Security Council with regard to a 
solution of those problems. 

In September 1 990, the U.N. 661 Committee issued a “Special Report” on Jordan’s Article 
50 request “with regard to special economic problems arising from the carrying out of the measures 
contained in resolution 661 (1990).”* The 661 Committee “express[ed] concern at the unique 
economic difficulties confronting Jordan,” “recognize[d] the need to deal on a continuing basis with 
Jordan’s unique economic difficulties,” and requested the Secretary General to work with Jordan to 


2 S 6 ‘The 1991 Gulf War and Jordan’s Economy.” Middle East Review of International Affairs . Vol. 6, No. 2 
(June 2002). 


Id. Jordan’s economy also was affected by its political isolation due to its failure to join the coalition 
opposing Iraq’s invasion of Kuwait. 

See letter dated 8/20/90, from the Permanent Representative of Jordan to the United Nations Addressed to 
the President of the Security Council, United Nations Security Council document S/21620 (8/24/90). Jordan’s letter 
identified a host of negative economic consequences from the Iraqi embargo. Overall, Jordan stated it would incur a 
“direct financial loss” of at least $1.5 billion annually, and cited consequences that could subject its economy to “total 
collapse,” 

Special Report of the Security Council Committee Established by Resolution 661 (1990) Concerning the 
Situation Between Iraq and Kuwait on the Communication Received from Jordan with Regard to Special Economic 
Problems Arising from the Carrying Out of the Measures contained in Resolution 661 (1990), U.N. Security Council 
Document S,/2i786 (9/18/90). 
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develop appropriate remedies, “including especially the question of supply of petroleum and its 
derivatives.” 

An Annex to the Special Report included a response from the Jordanian Ambassador to 
questions posed by the U.N. 66 1 Committee. In it, Jordan disclosed that its aiuiual oil imports from 
Iraq totaled 16 million barrels of crude oil per annum at $16 per-barrel. Jordan also stated: 

“Until this supply can be ensured, Jordan should be given waiver on an interim basis 
to continue importing oil and oil derivatives from Iraq. It is being understood that 
all such imports will be halted once an alternative source of energy is ensured 
provided the above prices are applicable and financing is made against loans to be 
repaid over a period of 30 years with 10 years’ grace period at a 3 per cent interest 
rate per annum.” 

Neither the U.N. 661 Committee nor the U.N, Security Council ever fomially approved 
Jordan’s request for assistance under Article 50.^” The U.N. 661 Committee did, however, 
recommend that the U.N. Security Council “take note” of Jordan’s trade with Iraq. The U.N. 
Security Council received this recommendation from the 66 1 Committee, but did not take any formal 
action in response. According to the Iraq Survey Group, “Essentially, the Committee neither 
approved nor condemned Jordan because of its dependence on Iraqi oil at the time.””' 

For the first few years ofthe sanctions, Jordan regularly reported to the U.N. Security Council 
on its trade with Iraq under this arrangement. Jordan also regularly informed the U.N. 661 
Committee of goods it exported to Iraq, such as food and medicine, and the quantity of oil and fuel 
oil it imported from Iraq. In the mid- 1 990s, the Jordanian reports became less frequent, but resumed 
in regularity after a request from the U.N. 661 Committee. By the late 1990s, though, these reports 
became sporadic.”^ 

Iraq-Jordan Protocol. Jordan’s trade with Iraq, including its oil trade, was conducted 
according to “protocols” that were negotiated annually between Iraq and Jordan. As described by 
the Iraq Survey Group, under these protocols, “Iraq trucked both crude oil and oil products - fuel oil, 
gas oil, LPG, base oil, and gasoline-to Jordan under the agreement, according to SOMO records. 
Crude shipments rose from about 45,000 barrels per day (bbl/d) in 1 990 to 79,000 bbl/d by 2002.””-’ 


The vast majority of Jordan’s trade with Iraq was conducted through credit arrangements, 
with no cash being provided to Iraq. The Iraq Survey Group explained, “The Jordan Protocol is 
generally referred to (by Jordanian and Iraqi officials) as a 1 00 percent credit account, with no cash 
being provided to Iraq.” According to SOMO documents obtained by the ISG, a “small portion” of 
the trade was conducted according to a 60 percent credit and 40 percent cash arrangement: “SOMO 
documents list oil sales to the Jordanian Ministry of Energy and Minerals on a 60-percent credit, 40- 
percent cash basis. Contracts of this type are listed only for 2002 and are valued at only $6.2 
million.””'' Due to this atypical financing arrangement, the ISG Report stated, “It is possible, maybe 
even likely, that Iraqi oil sales under the 60/40 arrangement ... are not technically part of the trade 
Protocol.””’ 


The U.N. Security Council did not approve any ofthe multiple Article 50requestsmade during the sanctions 

period. 

ISG Report, Regime Finance and Procurement, p. 24. 

Subcommittee Minority Staff review of U.N. 661 Committee minutes, 1990-2002. 

ISG Report, Regime Finance and Procurement, p. 24. 

Id. at 25, 

™ Id. 
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Annex A of the Iraq Survey Group rqjort contains a trmislation of the 2003 Iraq-Jordan Trade 
Protocol, which was in place at the time of the Khor al- Amaya incident.^^^ The translated protocol 
contains language indicating that the protocol was never intended to apply to Iraqi oil shipments 
carried on seagoing tankers for sale to third parties. 

The first of three parts of the 2003 Iraq-Jordan trade protocol was signed in Baghdad, on 
November 21, 2002, by Iraqi Oil Minister Rashid and Jordanian Minister of Energy and Minerals 
Mohamed Batayinah. The first part of the protocol stated that Saddam Hussein had “authorized a 
grant of $300 million to the people of Jordan. The grant will be from the value of oil and its 
derivatives that Jordan imports during 2003.” The agreement specified that this grant would be 
provided in monthly installments of $25 million, to be deducted by the value of the oil sold by Iraq 
to Jordan. It further provided, “All dues from crude oil that is imported from Iraq to Jordan in 2003 
shall be paid in cash,” and that such funds shall be used “for financing exports related to improving, 
supplementing, necessity, and spares from the Jordanian Oil Refinery Company, for the benefit of 
the Iraqi Ministry of Oil.” 

The second part of the protocol was agreed to on the same date as the first part. It specified 
the daily amounts of crude oil and refined products to be supplied by Iraq to Jordan for each of the 
12 months in 2003. For the 5 five months of 2003, the agreement contemplated that Iraq would 
provide Jordan with about 12,000 tons of oil per day, which is equivalent to about 100,000 barrels 
of oil per day. This part of the protocol also provides a formula for determining the price of crude 
oil provided to Jordan. That formula is based, in part, on the price of Iraqi oil being sold to Europe, 
minus an allowance of 95-cents-per-barrel for the cost of transporting the oil by truck from the city 
of Haditha, in western Iraq, to Jordan.^’ 

Khor al-Amaya Oil Shipments. The Khor al- Amaya oil shipments were not sold according 
to the pricing formula in the Iraq-Jordan trade protocol, and the shipments did not meet the 
characteristics of the trade conducted under the protocol. Moreover, despite requests from interested 
parties, neither the United Nations nor the United Slates ever agreed to describe the Khor al-Amaya 
cargoes as the product of transactions in accordance with U.N. sanctions. 

In early 2003, when the Khor al-Amaya oil shipments were first purchased by Jordan, the 
pricing terms in the 2003 Iraq-Jordan trade protocol would not have produced the low $7 per-barrel 
rate that Jordan actually paid for the oil. For example, under the protocol’s pricing formula, even 
if Basrah Light crude oil were selling as low as $20 barrel for European purchasers, the price to 
Jordan under the protocol, even after application of the transportation and 40 percent discounts, 
would have been $11 per-barrel. The Khor al-Amaya price of $7 per-barrel is so substantially less, 
that it indicates the shipments were not priced according to the formula specified in the Jordan-Iraqi 
protocol in effect at the time. 

Further evidence that the Khor al-Amaya shipments were not contemplated by the protocol 
is provided in the third part of the protocol, which specifies various quantities and transportation 
costs for Iraqi oil to be delivered to Jordan. The text provisions establish costs for “tanker” trucks 
traveling on roads between Iraq and Jordan; they do not contemplate tanker ships. 


Id. at 146-153. 

The protocol states; 

“Between January T‘, 2003 and DecendjerSi, 2003, the price of crude oil shall be in accordance with 
the pricing formula demonstrated below; 

The light, Basra crude oil price shall be paid in USD per-barrel, the price is for a tank load from station 
{ T1 ) in Iraq that will be equal to the light Basra crude oil that is announced for Europe, from the delivery of 
the Arab Gulf for the month that the load occur, minus $0.95 per-barrel, from December 3 1 , 2002, a review on 
the amount will occur if changes ensue on transportation fare. 

In case the actual price is higher than $20 per-barrel, the Jordanian side will be granted a deduction 
of 40% for the increase for the light Basra crude oil that is announced in Europe.” 

The “T 1 ” station is a crude oil pumping station near the city of Haditha, 1 50 miles northwest of Baghdad, and 200 miles 
northeast of (he Jordanian border. Under the previous Jordan-Iraq protocols as well, oil was delivered by pipeline to the 
T1 station, where it was then loaded onto trucks for transportation by road into Jordan for use in the Zarqa refinery. 
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For example, the protocol states: “Starting 2/1/2003 the Iraqis will continue to deliver 28% 
of Jordan’s needed crude oil shipments which quantities and daily average have been decided [in the 
November 21, 2002 agreement.]” It identifies the “shipping cost” as 10 Jordanian dinars per ton 
“minus 200 Jordanian Fils towards safety, transportation arrangement and road maintenance for the 
oil tankers during the bidding execution period,” (Emphasis added.) Another paragraph states; 
“Arrangements and communication will be maintained regarding road maintenance between the 
crude oil shipping stations in (Tl) and the Iraqi-Jordanian border, in order to follow up and 
implement the plan in the shortest possible period and to improve the crude oil tanker’s line.” 
(Emphasis added.) Yet another section makes it clear that the term “tankers” refers to trucks; “The 
Iraqi side will commit to the predetermined regulation number (42) of 2002 and the decisions issued 
by the Jordanian Cabinet of Ministers when dealing with the maximum dimensions, total weight, 
and engine capacity of the crude oil tankers. According to the Minister’s Cabinet decision number 
1626 dated 6/25/2002, the maximum total weight should not exceed five tons per truck (tanker), 
excluding the liquid gas tankers.” 

The protocol’s focus on tanker trucks is a logical reflection of the fact that the overland 
transport of oil between Jordan and Iraq, which share a common border, was economically beneficial 
for both countries. In the 12 years since the U.N. and the U.S. “took note” of Iraq-Jordan trade, the 
evidence indicates that Iraqi oil was routinely supplied to Jordan by truck, as indicated in the trade 
reports supplied by Jordan to the U.N. 66 1 Committee. In fact, the Subcommittee Minority Staff is 
unaware of any deliveries by ship of Iraqi oil to Jordan during the sanctions period, outside the OFF 
program, other than the Khor al-Amaya incident, and unaware of any instance in which the Iraq- 
Jordan protocol was used or interpreted in a manner suggesting that Jordan had authority to export 
Iraqi oil in large tankers through the Persian Gulf outside the Oil-for-Food program. 

Additionally, the oil trade under the Iraq-Jordan protocol appears to have applied to oil 
purchased by Jordan for its own use; no protocol provisions appear to contemplate Jordan’s buying 
below-market oil from Iraq for resale to other countries or oil traders. Moreover, Jordan’s customary 
practice was to report all trade occurring under the protocol to the United Nations in regular trade 
reports provided to the U.N, 66 1 Committee. The evidence suggests, however, that Jordan never 
informed the 66 1 Committee about the Khor al-Amaya incident - before, during, or after it occurred. 

The following table summarizes how the Khor al-Amaya oil shipments differed from typical 
oil shipments that took place under the Iraq-Jordan trade protocol, 

Table 5 : Comparison of Trade Protocol and Khor al-Amaya Oil Shipments 



Method of 
Transportation 

Resale of Oil 
Outside Jordan 

Subject to 
Price Formula 

Jordan 
Informed UN 

Typical Oil Shipments 
via Trade Protocol 

Trucks, 
weight of 5 
tons (max) 

No 

Yes 

Yes 

Khor al-Amaya Oil 
Shipments 

Ships, 
weight of 

90.000 - 

260.000 tons 

Yes 

No 

No 


Table 5. Key differences between Khor al-Amaya oil shipments and typical oil shipments conducted under the 

Iraq-Jordan trade protocol. 

High-ranking Iraqi officials intersnewed by Subcommittee staff stated that the Iraqi Oil 
Ministry had not considered the Khor al-Amaya oil shipments to have been permitted under U.N. 
sanctions and had been concerned about possible action by the Maritime Interdiction Force to 
confiscate the oil. Senior oil ministry officials familiar with the oil trade under the Iraq-Jordan 
protocols told the Subcommittee that they did not participate in any discussions with Jordanian 
officials about the Khor al-Amaya shipments, nor were these shipments discussed with Jordan in 
connection with negotiations over the 2003 trade protocol. Iraqi Vice President Ramadan indicated 
that he did not have any contacts with Jordanian officials about the Khor al-Amaya oil shipments. 
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Finally, as Bayoil’s experience demonstrates, Jordan was never able to provide, and Bayoil 
was never able to obtain, documentation from either the United Nations or the United States 
indicating that these shipments had been made in accordance with U.N. requirements for Iraqi oil 
sales under the Oil-for-Food program or satisfied U.S. requirements permitting Iraqi oil imports into 
the United States. Throughout the summer of 2003, Bayoil aggressively tried to obtain 
documentation from either Jordan or OF AC attesting to the legality of the oil shipments loaded at 
Khor al-Amaya, so that Bayoil could obtain financing, buy the oil, and import it into the United 
States. At one point, Bayoil informed OF AC that no documents were available showing that the 
shipments were made in accordance with the OFF program, but asserted the shipments were 
nonetheless legal and did not violate U.N. sanctions or U.S. law.”* OF AC never responded to 
Bayoil’s multiple requests for a statement that the Khor al-Amaya exports from Iraq did not violate 
U.N, sanctions. 

Jordan and Bayoil asserted that, because the United Nations looked the other way and 
allowed direct oil sales between Iraq and Jordan carried out by truck, it should do the same for oil 
sales between Iraq and Jordan carried out by ship. But the oil transported by truck was for Jordan's 
own use and did not require international documentation signifying compliance with U.N. sanctions 
and the Oil-for-Food program. In the Khor al-Amaya incident, Jordan tried to resell the oil it 
obtained from Iraq at below-market prices. In that situation, oil traders, their lenders, and the 
countries asked to accept the imports were being asked, not simply to look the other way from a 
transaction between Iraq and Jordan, but to take an affirmative position that the oil sales had 
complied with U.N. sanctions. Neither the United Nations nor the United States would supply 
written documentation signifying that the Khor al-Amaya oil sales had been made in accordance with 
U.N. sanctions and the Oil-for-Food program. 


E. U.S. GOVERNMENT RESPONSE TO SUBCOMMITTEE INQUIRIES 

The information gathered by the Subcommittee on the 2003 Khor al-Amaya incident is 
extensive, but not yet complete. Two of the least forthcoming parties about this matter have been 
the U.S. Department of State and the U.S. Department of Defense. The Subcommittee has made 
several requests to both the U.S. State Department and the Defense Department to provide basic 
information about the Khor ai- Amaya incident and about the functioningofthe Maritime Interdiction 
Force, The Subcommittee also asked them to comment, in an unclassified manner, on evidence 
indicating that the United States was aware of and permitted the Khor al-Amaya shipments in 
violation of U.N. and U.S. sanctions on Iraq. Neither the U.S. State Department nor the Defense 
Department has provided the requested information. 

On February 8, 2005, Chairman Coleman and Ranking Minority Member Levin wrote to 
Secretary of Defense Donald H. Rumsfeid requesting information about the operations of the 
Maritime Interdiction Force, The letter requested general information about MIF operations during 
the sanctions against Iraq and the following specific information about the MIF’s actions in response 
to the Khor al-Amaya shipments: 

It has been reported that, in February 2003, as many as 14 tankers loaded at least 7 
million barrels of oil at or near the K[hor] al-Amaya port in Iraq in apparent violation 
of U.N, sanctions on Iraq (hereinafter “K[hor] al-Amaya oil”). 

(a) The U.S. Department of State has informed the Subcommittee that, in 
February 2003, it was notified of the ships loading K[hor] al-Amaya oil and 
immediately notified the Department of Defense (DOD). Please confirm that this 
notification took place and provide copies of all related documentation. 

(b) On January 13, 2005, the Financial Times reported that Saybolt, a Dutch 
company under contract with the U.N. to oversee oil exports from Iraq, sent an 


Letter dated 6/12/03, from Bayoil’s legal counsel, Dickstein, Shapiro, Morin & Oshinsky, LLP to OF AC. 
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email on February 1 7, 2003, to the U.S. Navy’s Maritime Liaison Office (MLO) 
in Bahrain, which coordinated MIF activities, notifying the office of the ships 
loading K[hor] al-Amaya oil and received an acknowledgment from the MLO on 
the same day. Please confirm that this notification took place and provide copies 
of all related documentation. 

(c) It has been reported that other parties in addition to the U.S. State Department 
and Saybolt notified DOD or the MIF about the ships loading K[hor] al-Amaya 
oil. Please confirm whether these notifications took place and provide copies of 
all related documentation. 

(d) Please describe what actions DOD and the MIF took in response to being 
notified about ships loading K[hor] al-Amaya oil. Is it accurate that the MIF took 
no action to board, divert, or otherwise intercede with these ships? 

(e) On February 3, 2005, the Los Angeles Times reported that, “Oil traders were 
told informally that the U.S. let the tanks go because Amman [Jordan] needed oil 
to build up its strategic reserves before the U.S.-led invasion of Iraq” and that 
U.N. officials had “confirmed” this description of events. 

(i) Did DOD or any U.S. official make an affirmative decision not to 
intercede with the ships loading K[hor] al-Amaya oil? If so, who made that 
decision and why? 

(ii) Did DOD ever advise the MIF not to intercede with the ships loading 
K[hor] al-Amaya oil? Is DOD aware of any action taken by any U.S. official 
to advise the MIF not to intercede with the ships loading K[hor] al-Amaya 
oil? 

(iii) What is DOD’s understanding regarding the role of Jordan or any 
Jordanian business relative to the K[hor] al-Amaya oil? 

(iv) Please provide copies of all documentation related to the decision by MIF 
on how to handle the ships loading K[hor] al-Amaya oil. 

(f) The Financial Times reported that the K[hor] al-Amaya oil was sold to the 
"Middle East Oil Refinery, in Alexandria, Egypt; to a refinery in Aden, Yemen; 
and to Malaysia and China,” What is DOD’s understanding of what happened 
to the K[hor] al-Araaya oil? Please provide copies of all documentation related 
to the disposition of the K[hor] al-Amaya oil. 

(g) The Financial Times reported that the K[hor] al-Amaya oil was sold for at 
least $ 1 50 million in “illegal profits” and “[ajbout another $50 million went to 
[Saddam] Hussein’s cronies.” What is DOD’s understanding regarding any funds 
produced by the transfer of the K[hor] al-Amaya oil, including the extent to 
which any such funds were provided to persons associated with Saddam 
Hussein? Is there any evidence that funds associated with K[hor] al-Amaya oil 
have been used to support the insurgency effort in Iraq? Please provide copies 
of all documentation related to any funds produced by the transfer of the K[hor] 
al-Amaya oil.”’ 

The Defense Department has not provided any information in response to this letter. 

At the Subcommittee’s February 1 5, 2005, hearing on the Oil-for-Food program, Senator 
Levin asked a representative of the U.S. State Department, Patrick Kennedy, Ambassador to the 


Letter dated 2/8/05, from the Subcornmiaee to Defense Secretary Donald Rumsfeld,. 
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United Nations for Management and Reform at the U.S. Mission to the United Nations, to comment 
on the K[hor] al-Amaya shipments: 

“1 would ask that we make part of the record a number of documents which I will ask 
the Ambassador to comment on for the record relative to some ship deliveries ... of 
Iraqi oil ... for Jordan, which apparently were escorted by American ships. There 
have been a number of press reports on those deliveries and I would ask that we 
make part of the record at this time a number of documents which we have received 
by subpoena in the record.” “ 

After the hearing, on March 9, 2005, Chairman Coleman and Ranking Minority Member 
Levin wrote to Ambassador Kennedy, repeating the request for the U.S. State Department’s 
comments on the three K[hor] al-Amaya documents included in the hearing record, and asked for 
the following additional information: 

(1) Please indicate the extent to which these documents are factually accurate in 
relation to the 2003 oil shipments. 

(2) Please indicate the extent to which these documents provide accurate information 
about whether the oil shipments were undertaken with the knowledge and 
approval of the U.N., the 661 Committee, and the United States, and please 
identify and correct any factual inaccuracies in this respect. 

(3) Please describe the involvement of the State Department, if any, in developing 
the position of the United States Government with respect to these 2003 oil 
shipments and provide the name of the senior decisionmakers, if any. 

(4) Please describe the involvement of the State Department, if any, in developing 
the position of the United States Government with respect to the oil protocols that 
existed between the govenrment of Iraq and Jordan and provide the name of the 
senior decisionmakers, if any. 

(5) During prior communications with the Subcommittee, you indicated that the 
State Department received notice of the oil shipments in 2003, and, in turn, 
informed the Department of Defense (DOD). Please indicate, by name and job 
title, who at the State Department received the information about the oil 
shipments, who communicated the information to DOD, and who was contacted 
at DOD. ... 

(7) Please describe the involvement of the State Department, if any, in 
communicating its position on the 2003 oil shipments to the Office of Foreign 
Assets Control, DOD, the Maritime Interdiction Force, or entities involved in the 
loading and transport of oil from K[hor] al-Amaya; and what information, if any, 
its personnel communicated regarding these oil shipments.^' 

The U.S. State Department has not provided any information in response to either the letter or 
Senator Levin’s oral request at the February 2005 hearing. 

Finally, both the U.S. State and Defense Departments have declined Subcommittee requests 
to make specific individuals available for an interview in an unclassified setting. The U.S. State 
Department, for example, has failed to date to arrange an interview of Amy Schedlebauer, the U.S. 
State Department official who allegedly advised a U.S. company that the United States was aware 
of the Khor al-Amaya shipments and had determined to take no action in response. The Defense 


300 United Nations’ Management and Oversight of the Oil-for-Food Program,” hearing before the U.S. 
Senate Permanent Subcommittee on Investigations (2/15/05), unpublished transcript (in Subcommittee files). 


Letter dated 3/9/05, from the Subcommittee to 3\inbassador Patrick F. Kennedy, U.S. Department of State. 
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Department failed to date to arrange an interview in an unclassified setting of U.S. Naval 
Commander Hany French who, in his role with the Maritime Interdiction Force, appears to have 
been personally informed of each oil tanker wishing to dock at Khor ai-Amaya and responded that 
the MIF had no objection. 

❖ ❖ ❖ 
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APPENDTX 

Figure 1 

Illicit Iraqi Income 
1991-2003 

Billions of 
Dollars 



Data source: ISO Report, 9/04 

Chart prepared by: Senate Permanent Subcommittee on Investtgations, 
Minority Staff 
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Figure 3 
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Figure 5 
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Senate Permanent Subcommittee on Investigations, Minority Stal 
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Bayoil Cargoes of Iraqi Oil 



Prepared by U.S. Senate Permanent Subcommittee on Investigations. Minority Staff 
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Prepared by U.S. Senate Permanent Subcommittee on Investigations. Mnoilty^ff 
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Prepared by U.S. Senate Permanent Subcommittee on Investigations. Minors Staff 
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Prepared by U.S. Senate Permanent Subcommittee on InvestigaUons. Mirtonty Kaff 
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Prepared by U.S. Senate Pennanent Subcommittee on Invesbgalicms, Mkicii% Staff 
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Prepared by U.S. Senate Permanent Subcommittee on Investigations. Minority Staff 
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Prepared by U.S. Senate Permanent Subcommittee on invesygatiofvs, Minonty Staff 
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Prepared by U.S. Senate Permanent Subcommittee on Investigafions, Mmotfty Staff 
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Prepared by U.S. Senate Permanent Subcommittee on Investigations. Minorky Staff 
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Prepared by U.S, Senate Permanent Subcommittee on Investigations, Mkwity 
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Prepared by U.S. Senate Permanent Subcommittee on Investigaliorrs. Minonty Saff 
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Prepared by U.S. Senate Permanent Subcoftimittee on Investigaticms, Minwity Staff 
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Prepared by U.S. Senate Permanent Subcommittee on Investigafions, Acuity Staff 
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Prepared by U.S. Senate Permanent Subcommittee on Investigations, Mkiority Staff 
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Prepared by U.S. Senate Permanent Subcommittee on Investigations, Minority Saff 
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Footnote (FN) Documents 


D i C K S T E I N S K A P I R O M 0 R I N & 6 S H 1 N S K Y L L P 

2101 LStndm^. Washing, DC 20037-IS26 
Ttl (202) 7£S-P700 • F»x (^2) 8S7-0689 

Wnttf*sI>ireitDtMi (20^828-220) ' 

E’Mitil Adins; Bt,^0fGCdnti.edm 

May 22,2002 • , 


W/i HAHDDBUVERY 

Mr. Eltoa A. Ellison- ' , . 

Office of Foreign Assets Control . ' 

■U.S. Departmenf of the Treasury 
1500 Pennsj^vania Avenue, N.W. 

Annex, Room 2151 
Washington, DC 20220 

Re; Baynn (U.SA) Tne., PAC No. 10-195077 
Dear Mr. EUisom . ' 

W< are wridngon behalf ofowdient,Bayoil(0SA) Inc, (*‘Bay6iI’*)^m.rcsponjc . 
to the letter dated Apdl 23, 2002, &om Mr, David ^ Hannon, a copy of .whi^ (s attached 
hereto as Exhibit I, Mr. Harmon’s letter asks BayoU to submit a *^complctc report in 
writing concerning any transactions conductcd.pinSuant to die OFAC Licenses (IQ-1457, 

IQ-1242, IQ*976, IQ-910, and IQ-843), or otherwise subject to the provisions of the 
Beporting Kegulatioos,” within 20 badness days of oui recent of his letter. T7e received 
that letter on ;^.ril 26; 2002, and tims this response is b^g provided on a timely ba^. 

We nc^c at the outset that the infonnation set forth herein was pro'vodcd to us by 
Bayoil . also note Bayoil has advised us that h and its affiliates aigagcd in only one 

transactioninwdvIoglr^fcrude Dil pursuant to the OBAC Licenses,* and the details of . • 
that transaction arc described below, . ' 

Pursuant to license IQ-843 dated August i 1 , 1997, Bayoil and its employees 
were audiorized to assist Bayoil’s foreign BayoU SA, in obtaining a contract tx> , 

purefa^ Iraqi crude oil pursuant to the *OiL-for-Fo^" Program, The license was sought 
immediately upon Bayoil SA itedving an offer fixim SOMO on August 7, 1997, to obtain ^ . • 

an allocadon of crude oil if the contract could be made quiddy and the lifting Could occur 
by August 12, 1997. 


^ ^ with many other major oil companies, Bayoil’s foreign affilhtcs traded Iraqi- 

on gin crude oil on the world market after UN approval as pertmeted by the general license 
ih 31 C.F.R. § 575^526. We assume your request for inforaation is not intended to cover 
any such transactions. ■ ‘ 

1177 AsfaiiUof^HKAmerieMi* 41st ^er» Flew Torit,}ievToTk 1(^6-2714 

7il_ (212) 83S-im * Fax (212) 997-9880 . ' • i 

l<47»«vi:'vwffiiux)c. ht^://wvw.im*.nm - j BAY14-0t981 
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Mr. Elton A. Ellison 
May 22, 2002 
Page 2 ■ 

Bayoil SA executed by fax the contract with SOMO on August 11, 1997, to 
purchase 3.6 million barrels of crude oil fior the TJ.S. market The contract covered two 
cargoes: one for 2.1 million barrels of Kirkuk crude oil shipped ftom Ceyhan, and one for 
1.5 million barrels of Basrah light crude oil shipped fiom Mma Al-Bakr. A copy of the 
contract is attached hereto as Exhibit 2.* Also attached hereto as Exhibits 3 and 4 arc the 
letters oferedit issued in cotmecdon with the two cargoes covered by the contract The 
contract was submitted by BayoU. SA’s Tondon oflScc to the 661 Committee at the U.N. 
fortpproval on August 11, 1997, and such approval was issued on the same day. A copy of 
the approval is attached hereto as Exhibit S. The first cargo was loaded at Cejhati, TUrfccy, 
with a Bill of Lading dated August IS, 1997, and the second cargo was loaded at Mma Al- 
Bakr with a Bill of Lading dated August 23, 1997. , 

■ Bayoil applied foe OEAC License Nos. IQ-PlO, iQ-976, IQ-1242, and IQ- 
1457, in conjunction with the beginning of the respective ai-month phases of the U.N. 
“Oil-for-Food” Program. For oample, liceiise IQ-9l6 applied to the phase beg innin g in 
January 1998, and IQ-1457 applied to the phase ending in June 2001. 

Given the normal d<^ys in processing license applicatipns at OFAC, BayoU 
submitted these license applicadons pdoc to any anticipated oil connaos being ofi&red by 
SOMO and to ensure compUance with the Iraqi Sanctions Segulations at the tirnc any such 
contract may be ofeted. ’ 

However, with the exception of license IQ-843, Bayoil and its affiliates were 
not offered and did not enter into any further contracts with SOMO to purthase Eaqi 
crude oU after August 1997; pursuant to the OFAC Licenses or Otherwise.’ ' 

Bayoil believes that its ftilnit to be pffiared any oil contract allocations after 1997. 
^ due to' ail Iraqi govciiiment poUcy riot to scU its Crude oil to any entity witii a pebble 
1J.S. interest. Seeihg no apparent change in this Iraqi policy, Bayoil determined that 
contiauing to obtain OFAC licenses in the hope of a future contract was a waste of its time 

’ Wc note that the attached contract has some handwritten marks on pages 3 and 5. 
We have been advised by BayoU that those marks were put on tiiis file copy a&r the ' 
transaction for other internal purposes and do not reflect changes to the oiiguial contract. 
On the other band, the date on the last page was changed firom August 9, 1997, to 
August ll, 1997, to reflect the date the contract was executed by BayoU SA 

? ■ . In June 1999, BayoU and its affiliates, applied to the 661 Coinimttec to have 
BayoU’s affiliate, BayoU Supply and Trading Ltd., approved as a purchaser of Iraqi crude oU. 
Such approval and re^tradon was issued by the 661 Cktmmitfce on June 17, 1999, a copy 
of which is attached as Exhibit 6. 


BicifTdi KoKiN e- Oktiittir ttr 
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Mr. Eltoa h. Ellison 
May 22, 2002 
Page 3 

and resources, and thus no further liccMcs were requested after IQ'14:S7, whisA was issued 

on November 28, 2000. 

■ Ifyou require any addition^ infotmadon, please contact the undersigned. 

Sincerely, 

0 ^^ T ^ — ' 

George T. Boggs 

GTB:ms . 

Endosui^ 

cc Mr. Daidd B. Chalmets, Jr. (w/enc. j 


BAY14-01863 
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Translation answer to Mr. Z 

Embassy of the Republic of Iraq 
Moscow 
No. 464 
15 Dec. ms 

ToMr.Z 
Leader of LDPR 

Dear Friend: 

In answer of your letter address to Mr. Tariq Axis, Deputy Prime Minister of Iraq, I have the honour to 
convey to you the apology of the Iraqi side that Iraq cannot do any deals with American companies with 
sincerely 

Dr. Hassan Fifahmi Juma 
Ambassador of Republic of Iraq, Moscow 
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15/15/00 FRI 18; 59 FAX 212 905 1029 JINHO FYR 


oU c.-7‘L -dr 'i ■ ',.'1’“" 


UNITED NATIONS 



NATIONS UNIES 


SECtDEOTY COtJNCIL COMMITTEE ESTABLISHED BV KESOLtiTION SSI (1990) 


CONCERNING THE SmiATlON BETWEEN IRAQ AND KUWAIT 
S/AC.2SCOOO/OIL/1330/FAX. ■ is December 2000 


I TO: BUTBRS OF IRAQI 

I CRUDE OIL 

FROM; THE OIL OVERSEERS 
/ UNDER SBCURTIT COUNCIL 

RESOLUTION 986 

1 FAX NO.: 

FAX NO.; (2121963-1628 

I ATTENTION: 

REF.; OIL-FOR-FOOD ARRANGEMENT 

1 TOTAL NUMBER OF TRANSMTITEb PAGES INCLUDING THIS PAGE : 1 


Dear Sirs, 

Following consnUatioct with the tftfl Committee, the UN Oil Overseers 
wish to advise Bayers of the following: 


1) The sanctions committee has not approved a surcharge of any hind on 
Iraqi OiL 

2} Payments for purchasing Iraqi crude oil cannot be made to a non-UN 
acconnt. 

3) Therefore, buyers of Iraqi oil shall not pay any Wnd of surcharge to 
Iraq. 


Best regards 


SOMO 

SAYBQLT 


16/12 '00 02:00 ffR, TX/RX2317 P.OOl 

IT-00423 


I P ermanent Subcommlt i ec on Inypti., ,,.:—. 

^,£SIMinority Rpt - PN li 
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Surcharge 

In an action the purpose of which the acquirement by the previous regime of cash/money 
a surcharge was implemented on the crude oil according to an understanding of the 
following details. 

First- Percentage of the surcharge 

1 . A decision was made in August 2000 requiring a surcharge on the shipments that 
will be loaded on ships starting September I, 2000, the surcharge being $.10 per 
barrel for all markets. (From the middle of the 8* phase until the end). 

2. The surcharge was adjusted starting with the 9* phase in December 2000 to be 
$.30 per barrel for the American market and $.25 for the others. (Continued to th 
end of the 1 1*^ phase) 

3. It was adjusted beginning May 30, 2002, to become $.15 per barrel for all market 
(from the beginning of the 12'*' phase until the end) 

4. The surcharge was cancelled starting with the shipments that would be loaded 
September 2002, the beginning of the 13'*' phase. 

Second- Refinery owning oil companies 

When the surcharge was instituted during the 8'*' phase, the responses of the refinery oil 
companies (Total, Alf, Petropras, Agipi, Repsol, OMFI, Teprash, and others) was their 
unwillingness to pay because it contradicts the laws of their countries and the resolution 
of the United Nations, And because they were told about the surcharge payments in 
August for the shipments to be shipped September 1, 2000; those companies were to be 
nominated to buy oil for September and the following months of the 8“ phase. Their 
unwillingness to pay was overlooked. In agreement with the Minister of Oil, they were 
told to continue loading shipments to continue execution of the program. And so, these 
companies continued loading until the end of the 8* phase by December 5, 2000. 
Dealing with those companies stopped during the following phases until the surcharge 
was cancelled on September 1, 2002, when it became necessary for Iraq to deal with 
those companies after the delays in shipping and the decline of the amounts of exports 
became an all time low. 

Third- Other Factors/ Personalities 

Companies and other entities (that do not own refineries) agreed to pay the surcharge, 
and dealing with them continued after the 8'*’ phase. Although some of these companies 
declined to pay the surcharge during the 8'*' phase because they were told of the 
shipments that will be shipped on September on a late phase, and they had already sold 
their share of the oil to other companies before they had been told about the surcharge. 


Fourth- Collecting the surcharge 
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The only way to guarantee payment was personal guarantee (or word), and there was no 
other way to force them to pay because of the sensitivity and secrecy of the operation. 
But, with the continuous efforts they were able to collect $228 million of $263 million 
owed (which is 87%). This was using different methods of payments, including paying 
with cash at the Iraqi embassies because those companies were afraid to pay at banks 
because they did not want to be discovered or legally liable. 

About the amounts that are still owed to us, which total $35 million, some of those 
companies refused to pay as we explained in paragraph 3, and some of them wanted to 
keep the money and expected they would be forgiven for payment. (Keeping in mind 
that the efforts to collect the money continued until the present circumstances). Most of 
the money collected was paid in the following banks and locations: 

A1 Ahli Bank/ Oman 
French bank/ Lebanon, 

Sardar bank/ Lebanon 

Iraqi Central Bank/ Baghdad 

A1 Rafidayn Bank/ Baghdad main branch 

Iraqi Embassies (Moscow, Athens, Cairo, Ankara, San’aa, Viemam, Malaysia, Rome, 
Vienna, Damascus, Geneva) 

Company of Wasil and Babel/ United Arab Emirates 

An amount of $840,000 was collected through giving the ownership of a house to the 
Iraqi embassy in Moscow; this house was used as an Iraqi school (the amount Mr. 
Gemowisky owed was paid with his house as a substitution because he claimed he could 
not pay with cash). 
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Jail ilili jiii& ^ J4>*9 ^lakjMVI AKrtu^Aj 

FROM TO 


oV^ai 



Jiji/ 

jKj4( 


60,000.00 

240,000.00 

300,000.00 

ASiA SERVICES 

339,660.15 

6,194,000.00 

6,533,880,15 

ACTEC 

-35.00 

60,262.00 

60,227.00 

ADDAX 

186,526.03 

159,628.47 

346,154.50 

AFRICAN MIDDLE EAST 

278,060.00 

0.00 

278,060.00 

AGI9 

15.00 

250,400.00 

250,415.00 

ALTOUN TRADING 

70.00 

7,008,716.70 

7,008,786.70 

ALCON 

0.00 

13,937,112.40 

13,937,112.40 

ALC0N4FENAR 

79.05 

1,855,233.65 

1,855,312.70 

ALEX 

1,679,278.60 

2,351,880.20 

4,031,158.80 

ALFA ECO 

0.00 

247,422.00 

247,422.00 

AL-NILAL 

446,814.30 

4,154,491.00 

4,601,305.30 

AL-HODA TRADING 

-1.15 

1,725,703.00 

1,725,701.85 

AL-RASHEED 

INTERNATIONAL 

204,008.35 

104,990.00 

308,998.35 

ANWER AKKAD SONS 

274,751.75 

983,363.75 

1,258,115.50 

ARAB TRADE 

DEVELOPMENT 

'113.50 

3,393,558.60 

3,393,445.10 

AREOIO 

250,030.00 

99,970.00 

350,000.00 

ASMOS 

134,173.15 

658,820.00 

792,993.15 

AVIN OIL 

837.46 

2,932,700.14 

2,933,537.60 

AWAO AMMORA 

505,218.25 

50,000.00 

555,218.25 

B.8. ENERGY 

230,317.50 

1,411,147.85 

1,641,465.35 

8X.INTERNATIONALCP 

vn 

198,699.00 

0.00 

198,699.00 

BASH NEPT 

45.10 

2,910,882.80 

2,910,927.90 

BELMET 

-418.95 

545,046.50 

544,627.55 

BELPHMtM 

200,398.00 

0.00 

200,398.00 

BENZOL 

5,639.50 

251,961.00 

257,600.50 

BULARESOURSES 

-36.75 

490,790.25 

490,753.50 

BULF DRE3UN6AND 
OILSERVIC 

0.00 

150,000.00 

150,000.00 

CAMllCH 

149,735.00 

0.00 

149,735.00 

CARTHAGO 

232,577.40 

0.00 

232,577.40 

CENTURY 

79.10 

1,499,291.90 

1,499,371.00 

CHAIYiU>ORN 

oV,>i 1 , 


\ 
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JUI& A . i, £ ki ^ Lkik i 

FROM TO 


cASs^ 


jV4^(,,ifj*s jV** 




-99,950.00 

890,775.75 

790,825.75 

CHASE STAR 

303,325.35 

3,199,664.35 

3,502,989.70 

CHINA on. 

10,501.50 

3,246,112.75 

3,256,614.25 

CHINA WANBAO 

0.00 

201,877.00 

201,877.00 

COASTAL 

-4,499.95 

942,837.95 

938,338.00 

COGEP 

215,261.25 

882,858.75 

1,098,120.00 

CCR4NERCIAL HOME 

0.00 

551,57730 

551,577.30 

CONSULT AND TRADE 

221.05 

1,750,306.50 

1,750,527.55 

DELTA PETROLEUM 

656,893.75 

114,957.00 

771,850.75 

DELTA SERVICES 

602,764.77 

1,037,654.08 

1,640,418.85 

DEVON PETROLEUM 

340,491.00 

1,490,000,00 

1,630,491,00 

E.O.T.C 

7,272.60 

9,561,125.70 

9,568,398.30 

EMERCOME 

0.00 

52,347.00 

52,347.00 

EMIN 

800,000.00 

2,715,080.95 

3,515,080.95 

EHIROZL 

42.75 

782,581.00 

782,623.75 

ENERGY INVESTMENT 

-0.10 

578,470.00 

578,469,90 

ENERGY RESOURCES 

>194.15 

2,687,986.00 

2,687,791.85 

ERDEM HOLDING 

519,731.20 

119,970.00 

639,701.20 

ERIK EMBORG 

80,611.00 

0.00 

80,611.00 

ETAP 

284,521.00 

0.00 

284,521.00 

EUROL 

50,273.00 

0.00 

50,273.00 

EXPANSION 

•0,27 

1395,059.77 

1,395,059.50 

FADI OIL 

INTRNATIONAL 

0.00 

1,213,146.30 

1,213,146.30 

FALOXL 

17.00 

299,983.00 

300,000.00 

FEDERALINIY 

TORGOVZY DOM(FTD} 

195,899.43 

5,071339.27 

5,267,738.70 

PENAR 

-4,604.00 

200,000.00 

195,396.00 

GAZPROM 

313.00 

463,000.00 

463,313.00 

GENMAR 

149,019.20 

1,507,194.00 

1,656,213.20 

6HASSAN SHALIAH 

0.00 

3,222,780.70 

3,222,780.70 

GIENCORE 

-2,313.75 

150,000.00 

247,686.25 

GROMX6 

'26.00 

314,095.40 

314,069.40 

HAMEOEST 

4t,Wi ^Jl-a^lUII s^IaJI 
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(jakt jiSt& <wa&Li^ iJ>^ 

FROM ‘’*0 

oV^oJ 






98,385.00 

0.00 

98,385.00 

HELLENIC 

-3,411.05 

2,244,941.00 

2,241,529.95 

HIU LTD 

522,112.29 

59,985.00 

582,097,20 

HYPERXOREY 

309,787.60 

140,000.00 

449,787.60 

HYS0N(NIGER1A} 

3,234.16 

1,522,366.44 

1,525,600.60 

I8EX 

151.50 

2,353,848.25 

2,353,999.75 

INCOME I^TROLEim 

1,168.40 

1,799,486.10 

1,800,654.50 

INCOMED TRADING 

893,913.75 

0.00 

893,913.75 

IOC 

'72.01 

249,760.26 

249,688.25 

moM 

123,940.48 

745,380.22 

869,320.70 

IPS 

4,968,504.10 

6,153,143.60 

11,121,647.70 

ITALTECH 

50.30 

947,444.15 

947,494.45 

XVESCOLTD 

•0.60 

293,480.00 

293,479.40 

lALOUL INVESTMENT 

305,477.00 

910,000.00 

1,215,477.00 

3AWAU 

92.10 

1,370,801.70 

1,370,893.80 

3EWAN OIL 

•2.25 

2,235,316.00 

2,235,315.75 

30RDAN GRAIN 

250,620.50 

299,968.00 

550,588.50 

KAMPACOIL 

601,827.30 

192,207.00 

794,034.30 

KEN1TORD 

595,009.70 

149,980.00 

744,989.70 

lADA-OMC 

155,530.75 

902,171.00 

1,057,701.75 

UJBNA 

•122.30 

1,122,671.00 

1,122,548.70 

LUKOIL 

-380,420.45 

6,571,816.60 

6,191,396.15 

HACHINOZMPORT 

15,594.00 

3,008,599.00 

3,024,193.00 

HAR8EL RESOURCES 

657.00 

746,540.00 

749,197.00 

MASEFIELD 

1,112,281.36 

9,603,960.13 

10,916,241.49 

HA5TEK 

347,637.34 

2,388,708.51 

2,736,545.85 

MB) NAFTA 

6,931.30 

1,234,840.00 

1,241,771.30 

MEDCO 

200,424.75 

302,221.00 

502,645.75 

MEDEA CONSULTING 

0.00 

311,866.50 

311,866.50 

HEDEX SERVICES 

713,508.40 

1,323,174.75 

2,036,683.15 

MIDDLE EAST 

ADVANCED SEMI 

154,542.80 

449,995.00 

604,537.80 

MOACO 

wVU,. 
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^Wj2wiVi uL^ 

FROM TO 


ji'jj^gijU y#-i 



{•jSijUS 

-578.31 

574,698.56 

574,120.25 

MOCOH 

464,632.50 

0.00 

464,632.50 

MONTEGA 

0.00 

4,832,660.40 

4,832,660.40 

NAFTA PETROLEUM 

-48.00 

140,000.00 

139,952.00 

NAFTA-MOSCOW 

300,091.74 

746,17336 

1,046,265.10 

NAFTOGAZ 

178.50 

1,174,819.65 

1,174,998.15 

NATIONAL OIL WELLS 
MAINTENANCE CO 

-0.40 

224,377.00 

224,376.60 

NEFTEGAS 

-220.40 

2,133316.00 

2,123,195.60 

NOURX FOR TRADING 

20.00 

262,480.00 

262,500.00 

NRG OILS 

330,674.70 

2,624360.00 

2,955,034.70 

OILANDGAZ 

338,228.84 

1,813372.01 

2,152,100.85 

OISC KALMYK OIL 

81.00 

621,000.00 

621,081.00 

OMNI OIL 

273,«I1.Q0 

0.00 

273,801.00 

OMV 

-174.00 

198,000.00 

197,826.00 

ONACO 

197,764.00 

0.00 

197,764.00 

PDV5A 

16,918.25 

349,923.00 

366,841.25 

PERENCO 

303,416.00 

0.00 

303,416.00 

PERTAOIL 

87,831.00 

110,000.00 

197,831.00 

PETMALOIL 

433,156.95 

120,000.00 

553,156.95 

PETROUNAOIL 

179,654.00 

0.00 

179,654.00 

PETROBRAS 

243,489.00 

0.00 

243,489.00 

PEIHOFXNA 

362.85 

3,402,265.30 

3302,628.15 

PETROQAZ 

687,787.40 

1,655,652.00 

2,343,439.40 

FEmOLEUM(PTSC) 

-0.30 

2,082,222.90 

2,082,222.50 

PETROLINE 

257,426.00 

0.00 

257,426.00 

PETROKAS 

152,937.00 

0.00 

152,937.00 

PETROPLUS 

157,733.45 

1,711,008.00 

1,868,741.45 

PETROVIETNAM 

605,403.00 

8,000.00 

613,403.00 

PHOENIX 

870380.25 

551383.75 

1,422,364.00 

PITKIN 

0.00 

50,000.00 

50,000.00 

PONGBOON 

XNTERIRADE CO 

235,555.00 

641,03730 

876,592.30 

PRIMACOSA 

4<,Wi oU» ^.a-yuJi s>iiAii 
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Ja>i CilS jAdJ ^ jLtS y^* Ai^^i uAmS 

FROM TO 

Oy>ft£ 


iVS 




98,385.00 

0.00 

98,385.00 

PTT 

272,972.70 

300,000.00 

572,972.70 

QUANTUM 

208,099.00 

0.00 

208,099.00 

RAONES 

85,000.00 

0,00 

85,000.00 

RAYMAN 

309,061.00 

0.00 

309,661.00 

REPSOL 

72.00 

739,815.75 

739,887.75 

ROHPETROI. 

-4.70 

2,242,115.80 

2,242,111.10 

ROSNEFT GAS EXPORT 

139.75 

9,114,656.20 

9,114,795.95 

ROSNEfnMPEX 

1,433,593.35 

2,502,000.00 

3,935,593.35 

RUSSIAN 

ENGINERERXNG 

203,789.00 

0.00 

203,789.00 

SAMIR 

63.35 

640,307.90 

640,371.25 

SSTA 

0.00 

632,291.90 

632,291.90 

SHAt«» 

•36.00 

251/419.75 

251,383.75 

SHANFAR2GROU6 

290,252.55 

0.00 

290,252.55 

SIBERIAN 

81,248.79 

5,096,152.31 

5,177/401.10 

SXNOCHEM 

1,102,439.20 

3,409,000.00 

4,511,439.20 

SLAVNEFT 

398,592.00 

0.00 

398,592.00 

SOCAP 

387,820.00 

0.00 

387,820.00 

SONATRACH 

•^326.25 

3,898,535.00 

3,896,208.75 

SOYUZNEFTIiGAS 

307,563.60 

0.00 

307,563.60 

SRI HUm CAS 

CORPORATION 

562.25 

499,178.00 

499,740.25 

TANKER OIL AND GAS 

931,522.65 

1/466,281.00 

2,399,803.65 

TATNEFT 

71.00 

765,802.10 

765,873.10 

TEKFEN 

0.00 

322,928.00 

322,928.00 

THE N6HEAN PETRO 
TRADZNG&SERVICES 

0.00 

390,834.70 

390,834.70 

THE OIL SERVZE5(OSC) 

393,032.00 

0.00 

393,032.00 

TOTAL 

-0.20 

116,870.20 

116,870.00 

TRADE YEAR 

196,182.00 

0.00 

196,182.00 

TRANSNEFT 

•62.25 

250,469.00 

250,406.75 

TREVOR TRADING 

-1.10 

470,778.»> 

470,777.50 

TUPRAS 

521,268.10 

1,541,881.40 

2.063,149.50 

TYUMEN 
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Jsii jaJ! juiS AMf ^ uLi i 

FROM TO 

o\t>aJ 



£4*9 



23.25 

485,400.00 

485,423.'2‘5' 

UKHTA-NEFT 

••1»,730.00 

99,730.00 

80,000.00 

UNICHEM 

208.25 

500,000.00 

500,208.25 

UNECONSULT MIDDLE 

EAST 

•0.60 

288,348.00 

288,347.40 

UNIFUEL 

200,395.00 

0.00 

200,295.00 

UNXPEC 

•58.55 

891,800.00 

891,741.45 

URALINVECTOIL 

fUOIL) 

91,665.15 

261,975.00 

353,640.15 

VAZHHASHXMPEX 

622.00 

786,788.95 

787,410.95 

vrroL 

3.70 

2,544,316.40 

2,544,320.10 

ZANGAS 

100,614.15 

0.00 

100,614.15 

ZARNEST SERVICE 

•100,624.65 

8,701,630.80 

8,601,006.15 

ZARUBEZHNEFT 

504,119.75 

0.00 

504,119.75 

ZARUBEZHNEFTAND 

GAS 

340,063.15 

2,441,198.25 

2,781,261.40 

ZERXCH GMBH 

14,640.55 

1,142,928.00 

1,157,568.55 

ZHUHAl ZHEN RON6 

39.75 

866,112.80 

866,152.55 

Z^YA MANAGEMENT 

SERVICE 

191,729.00 

99,995.00 

291,724.00 


119,089.00 

0.00 

119,089.00 

uIaA 

35 , 279 ^ 49.82 

228 , 028 , 315.97 

263 , 307 , 665.79 

49JLSJI 
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FindLaw 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


UNITED STATES OF AMERICA 

- V. - 


INFORMATION 


SAMIR A. VINCENT, 


05 Cr . 


Defendant . 


X 


COUNT ONE 

Conspiracy to Act as an Unregistered Agent of a Foreign Governme.n.t 

The United States Attorney charges: 

THE OIL-FOR-FQOD PROGRAM 

1. On or about August 6, 1990, approximately four days 
after the Iraqi army invaded Kuwait, the United Nations imposed 
economic sanctions on the Government of Iraq. These sanctions 
prohibited member states of the United Nations from, among other 
things, trading in any Iraqi commodities or products. The United 
Nations continued to enforce these sanctions up to and including in 
or about 2003. 

2. On or about April 14, 1995, the Security Council of 
the United Nations adopted Resolution 986, which authorized the 
Government of Iraq to sell oil under certain conditions — 
principally, that the proceeds of all sales of Iraqi oil were to be 
deposited into an escrow bank account monitored by the United 
Nations and used by the Government of Iraq only to purchase various 
humanitarian goods. The Iraqi Government consented to the terms of 
Security Council Resolution 986 after more than a year of 


Permanent Subcommittee on iDvestigations 

^S^linorityRp^F^^2 
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negotiations over the particular methods of implementing this 
arrangement . 

3. The United Nations Office of Iraq Programme, Oil- 
for-Food (the "Oil-for-Food Program") was subsequently established 
to administer, among other things, the sale of oil and purchase of 
humanitarian goods by Iraq. The United Nations' economic sanctions 
on Iraq remained in place for all trade and transactions not 
authorized by the Oil-for-Food Program. 

4 . During the operation of the Oil-for-Food Program, 
federal law prohibited United States companies and individuals from 
executing contracts with the Government of Iraq unless they 
received a license issued by the Department of Treasury's Office of 
Foreign Assets Control. 

5. Iraq began selling oil pursuant to the Oil-for-Food 
Program in or about December 1996. Between in or about December 
1996 and December 2002, the Security Council of the United Nations 
adopted a series of resolutions that re-authorized the Oil-for-Food 
Program for approximately 13 six-month phases of operation. 

6. Under the Oil-for-Food Program, the Government of 
Iraq alone had the power to select the companies and individuals 
who received the rights to purchase Iraqi oil. During every phase 
of the Oil-for-Food Program, officials at the highest levels of the 
Government of Iraq selected a group of companies and individuals to 
receive the rights to purchase certain quantities of Iraqi oil 
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(frequently referred to as "allocations" of oil) . These companies 
and individuals — many of whom were not otherwise involved in the 
oil industry — were able to reap large profits by selling their 
allocations of Iraqi oil to brokers and/or companies capable of 
transporting the oil to a refinery. 

7. From at least in or about 2000, up to and including 
in or about March 2003, officials of the Iraqi Government 
conditioned the distribution of allocations of oil under the Oil- 
for-Food Program on the recipients' willingness to pay a secret 
surcharge to the Government of Iraq. The Government of Iraq 
directed that these surcharges — representing a percentage of the 
total amount of each oil contract and totaling at least several 
hundred million dollars — be paid to front companies and/or bank 
accounts under the control of the Iraqi Government in various 
countries in the Middle East and elsewhere. 

THE DEFENDANT 

8. SAMIR A. VINCENT, the defendant, was born in Iraq in 
or about 1940 and is a naturalized United States citizen. At no 
time relevant to this Information was VINCENT: (a) a duly 
accredited diplomatic or consular officer of a foreign government, 
recognized by the United States Department of State; (b) an 
officially and publicly acknowledged and sponsored official or 
representative of a foreign government; or (c) an officially and 
publicly acknowledged and sponsored member of the staff of, or 
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employee of, any such officer, official, or representative of a 
foreign government. 

VINCENT'S ROLE IN THE CONSPIRACY 

9. Between at least in or about 1992 and January 2003, 
SAMIR A. VINCENT, the defendant, consulted with and repeatedly 
received direction from the Government of Iraq in the course of 
lobbying officials of the United States Government and the United 
Nations to repeal sanctions against Iraq. 

10. Between in or about 1992 and early 1996, SAMIR A. 
VINCENT, the defendant, and other individuals, including United 
Nations officials, met in Manhattan in an effort to secure terms 
favorable to the Government of Iraq in connection with the adoption 
and implementation of Resolution 986. 

11. During the course of these discussions, in or about 
February 1996, VINCENT traveled to Baghdad. Based on instructions 
received from officials of the Iraqi Government, VINCENT 
participated in the drafting of agreements with other Iraqi 
Government officials that guaranteed millions of dollars of 
compensation for VINCENT and others upon the successful completion 
of an agreement regarding Resolution 986. Between in or about 
February 1996 and in or about July 1997, pursuant to these 
agreements, the Government of Iraq delivered millions of dollars in 
cash to VINCENT and others. 

12. At the direction of the Government of Iraq, between 
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in or about 1998 and January 2003, VINCENT lobbied former officials 
of the United States Government who maintained close contacts to 
high-ranking members of both the Clinton and Bush Administrations 
in an unsuccessful effort to convince the United States Government 
to support a repeal of sanctions against Iraq. VINCENT reported 
the results of those consultations to the Iraqi Intelligence 
Service and other officials of the Government of Iraq. 

13. In consideration of VINCENT'S efforts on its behalf, 
the Government of Iraq awarded VINCENT and a company under his 
control the rights to purchase approximately 9 million barrels of 
oil under the Oil-for-Food Program. VINCENT received the rights to 
this oil between in or about 1997 and in or about 2001 in the form 
of approximately five separate allocations of Iraqi oil. VINCENT 
reaped millions of dollars of profits by selling to an oil company 
the rights to purchase that Iraqi oil. 

CONSPIRACY CHARGE 

14. From at least in or about 1992, up to and including 
in or about January 2003, in the Southern District of New York and 
elsewhere, SAMIR A. VINCENT, the defendant, and others known and 
unknown, unlawfully, willfully, and knowingly did combine, 
conspire, confederate, and agree together and with each other to 
commit an offense against the United States, to wit, to violate 
Section 951 of Title 18, United States Code. 

15. It was a part and an object of the conspiracy that 
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SAMIR A. VINCENT, the defendant, and others known and unknown, 
unlawfully, willfully and knowingly would and did act in the United 
States as agents of a foreign government, specifically the 
Government of Iraq, without prior notification to the Attorney 
General, as required by law, in violation of Title 18, United 
States Code, Section 951. 

OVERT ACTS 

16. In furtherance of the conspiracy and to effect the 
illegal object thereof, the following overt acts, among others, 
were committed in the Southern District of New York and elsewhere: 

a. In or about 1995 and 1996, SAMIR A. VINCENT, the 
defendant, and other individuals, including United Nations 
officials, met in Manhattan to negotiate an agreement between the 
Government of Iraq and the United Nations regarding the 
implementation of Resolution 986. 

b. In or about 1995 and 1996, SAMIR A. VINCENT, 
the defendant, conveyed messages from a United Nations official to 
representatives of the Iraqi government in Manhattan and elsewhere. 

c. In or about February 1996, SAMIR A. VINCENT, 
the defendant, traveled to Baghdad, where he participated in the 
drafting of agreements with an Iraqi official relating to VINCENT'S 
and others' compensation regarding their efforts on behalf of the 
Iraqi government with respect to Resolution 986. 

d. In or about May 1996, SAMIR A. VINCENT, the 
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defendant, received a cash payment in Manhattan from the Government 
of Iraq in partial satisfaction of the agreements referenced above 
in paragraph 16(c) . 

e. In or about May 1996, SAMIR A. VINCENT, the 
defendant, distributed to another individual a cash payment from 
the Government of Iraq in partial satisfaction of the agreements 
referenced above in paragraph 16(c). 

f. In or about December 1996, SAMIR A. VINCENT, 
the defendant, received in Manhattan money paid in partial 
satisfaction of the agreements referenced above in paragraph 16(c), 
which he transferred to a foreign bank account on behalf of an 
Iraqi official. 

g. In or about July 1997, SAMIR A. VINCENT, the 
defendant, wrote a letter to officials of the Government of Iraq to 
explain the payment arrangements in the agreements referenced above 
in paragraph 16(c). 

h. In or about August 1997, SAMIR A. VINCENT, the 
defendant, and a representative of the Government of Iraq signed a 
contract in which Iraq agreed to sell VINCENT approximately 2.7 
million barrels of oil as part of the Oil-for-Food Program. 

i. On or about June 13, 1998, SAMIR A. VINCENT, 
the defendant, and a representative of the Government of Iraq 
signed a contract in which Iraq agreed to sell VINCENT 
approximately 1.8 million barrels of oil as part of the Oil-for- 
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Food Program. 

j. In or about September 1999, SAMIR A. VINCENT, 
the defendant, helped arrange for a delegation of Iraqi religious 
leaders to visit the United States and meet with American religious 
leaders to discuss the repeal of sanctions against the Government 
of Iraq. 

k. On or about December 20, 1999, SAMIR A. 
VINCENT, the defendant, and a representative of the Government of 
Iraq signed a contract in which Iraq agreed to sell VINCENT 
approximately 1.2 million barrels of oil as part of the Oil-for- 
Food Program. 

l. On or about June 26, 2000, SAMIR A. VINCENT, 
the defendant, and a representative of the Government of Iraq 
signed a contract in which Iraq agreed to sell VINCENT 
approximately 1.5 million barrels of oil as part of the Oil-for- 
Food Program. 

m. On or about September 11, 2000, SAMIR A. 
VINCENT, the defendant, arranged a meeting in Manhattan between a 
former official of the United States Government and a high-ranking 
representative of the Iraqi government, to discuss the United 
States Government's foreign policy toward Iraq and strategies to 
convince the United States Government to support the repeal of 
United Nations sanctions against the Government of Iraq. 

n. On or about February 12, 2001, SAMIR A. 
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VINCENT, the defendant, and a representative of the Government of 
Iraq signed a contract in which Iraq agreed to sell VINCENT 
approximately 2 million barrels of oil as part of the Oil-for-Food 
Program. 

o. In or about April 2001, SAMIR A. VINCENT, the 
defendant, wrote a letter to an official of the Government of Iraq, 
in which VINCENT emphasized his efforts on behalf of the Government 
of Iraq in the United States and recommended that any required 
surcharges on his oil allocations under the Oil-for-Food Program be 
deducted from the amounts still owed to him under the agreements 
referenced above in paragraph 16(c). 

p. In or about November 2001, SAMIR A. VINCENT, 
the defendant, collected a message in Baghdad from officials of the 
Iraqi Intelligence Service and the Government of Iraq, for delivery 
to a former official of the United States Government regarding the 
Government of Iraq' s position on re-admitting weapons inspectors to 
Iraq and the repeal of sanctions. 

q. On or about May 20, 2002, SAMIRA. VINCENT, the 
defendant, sent a letter to an official of the Iraqi Intelligence 
Service in which VINCENT again emphasized his efforts on behalf of 
the Government of Iraq in the United States and requested 
additional oil allocations without any conditions, including 
surcharges, placed on them. 

(Title 18, United States Code, Section 371.) 
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COUNT TWO 

Acting as an Unregistered Agent of a Foreign Government 

The United States Attorney further charges: 

17. Paragraphs One through Thirteen and Sixteen of this 
Information are realleged, repeated, and incorporated by reference 
as if fully set forth herein. 

18. From at least in or about 1992, up to and including 
in or about January 2003, in the Southern District of New York and 
elsewhere, SAMIR A. VINCENT, the defendant, unlawfully and 
knowingly acted in the United States as an agent of a foreign 
government, specifically the Government of Iraq, without prior 
notification to the Attorney General, as required by law. 

(Title 18, United States Code, Section 951.) 

COUNT THREE 

Violation of the International Emergency Economic Powers Act 

The United States Attorney further charges: 

19. Paragraphs One through Thirteen and Sixteen of this 
Information are realleged, repeated, and incorporated by reference 
as if fully set forth herein. 

20. Title 50, United States Code, Section 1701, et sea . . 
known as the International Emergency Economic Powers Act ("lEEPA") , 
grants the President the authority to, among other things, 
"investigate, . . . prevent or prohibit, any acquisition, holding, 
withholding, use, transfer, withdrawal, transportation, importation 
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or exportation of, or dealing in, or exercising any right, power, 
or privilege with respect to, or transactions involving, any 
property in which any foreign country or a national thereof has any 
interest by any person, or with respect to any property, subject to 
the jurisdiction of the United States . . 50 U.S.C. § 
1702(a) (1) (B) . Section 1701 grants the President the power to 
exercise this authority upon declaration of a national emergency. 

21. In Executive Order Number 12722, signed on August 2, 
1990, President George H. W. Bush declared that "the policies and 
actions of the Government of Iraq constitute an unusual and 
extraordinary threat to the national security and foreign policy of 
the United States," and declared "a national emergency to deal with 
that threat." On August 9, 1990, following passage of United 
Nations Security Council Resolution Number 661 (which dealt, in 
part, with sanctions placed on Iraq) on August 6, 1990, the 
President issued Executive Order Number 12724. Executive Order 
Number 12724 takes "additional steps with respect to Iraq's 
invasion of Kuwait and the national emergency declared in Executive 
Order Number 12722." Executive Orders No. 12722 and 12724, which 
remained in effect at all times relevant to this Information, 
prohibit certain trade-related activities with Iraq. 

22. Executive Order Numbers 12722 and 12724 (the 
"Executive Orders") imposed economic sanctions, including a 
complete trade embargo, on Iraq. The Executive Orders prohibited, 
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among other things, the export to Iraq of any goods, technology, or 
services from the United States and the performance by any United 
States person of any contract in support of an industrial, 
commercial, public utility or government project in Iraq. The 
Executive Orders also prohibited other activities relating to Iraq, 
including "any transaction by a United States person relating to 
travel by any United States citizen or permanent resident alien to 
Iraq, after the date of this order, other than transactions 
necessary to effect (i) such person's departure from Iraq, (ii) 
travel and activities for the conduct of the official business of 
the Federal Government or the United Nations, or (iii) travel for 
journalistic activity by persons regularly employed in such 
capacity by a news-gathering organization." In addition, the 
Executive Orders specifically prohibited "ta]ny transaction by any 
United States person that evades or avoids, or has the purpose of 
evading or avoiding, any of the prohibitions set forth in this 
order." The Executive Orders define the term "United States 
person" as "any United States citizen, permanent resident alien, 
judicial person organized under the laws of the United States 
(including foreign branches), or any person in the United States, 
and vessels of U.S. registration." 31 C.F.R. § 575.321 

23. From 1990 through all times relevant to this 
Information, the President continued, on an annual basis, the 
national emergency with respect to Iraq. These successive 
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Executive Orders have authorized the Secretary of Treasury, in 
consultation with the Secretary of State, "to take such actions, 
including the promulgation of rules and regulations, as may be 
necessary to carry out the purposes" of the Executive Orders. 

24. Pursuant to this authority, the Office of Foreign 
Assets Control ("OFAC") , the office within the Department of 
Treasury charged with the responsibility of administering sanctions 
against foreign entities, promulgated regulations to implement the 
Executive Orders. The relevant regulations are located in Section 
575 of Title 31 of the Code of Federal Regulations, and state, in 
part : 


a. "no property or interests in property of the 
Government of Iraq that are in the United States, 
that hereafter come within the United States, or 
that are or hereafter come within the possession or 
control of U.S. persons, including their overseas 
branches, may be transferred, paid, exported 
withdrawn or otherwise dealt in," and "any other 
dealing in any security (or evidence thereof) 
registered or inscribed in the name of the 
Government of Iraq and held within the possession 
or control of a U.S. person is prohibited," without 
first obtaining a license from OFAC. 31 C.F.R. § 
575.201. By virtue of these prohibitions against 
dealing with Iraqi government property, and 
securities or interests therein, "[a] U.S. person 
may not, within the United States or abroad, 
conduct transactions of any nature whatsoever with 
an entity that the U.S. person knows or has reason 
to know is an Iraqi government entity unless the 
entity is licensed by the Office of Foreign Assets 
Control to conduct such transactions with U.S. 
persons." 31 C.F.R. § 575.408(c)(2); 

b. "no goods, technology (including technical data or 
other information) , or services may be exported 
from the United States, or, if subject to U.S. 
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jurisdiction, exported or reexported from a third 
country to Iraq, to any entity owned or controlled 
by the Government of Iraq, or to any entity 
operated from Iraq," without first obtaining a 
license from OFAC. 31 C.F.R. § 575.205; 

c. "no U.S. person may deal in property of Iraqi 

origin exported from Iraq after August 6, 1990, 

property intended for exportation to Iraq, or 
property intended for exportation from Iraq to any 
other country, nor may any U.S. person engage in 
any activity that promotes or is intended to 
promote such dealing, " without first obtaining a 
license from OFAC. 31 C.F.R. § 575.206; 

d. "no U.S. person may engage in any transaction 
relating to travel by any O.S. citizen or permanent 
resident alien to Iraq, or to activities by any 
U.S. citizen or permanent resident alien within 
Iraq," without first obtaining a license from OFAC. 
31 C.F.R. § 575.207; and 

e. "no U.S. person may perform any contract, including 
a financing contract, in support of an industrial, 
commercial, public utility, or governmental project 
in Iraq," without first obtaining a license from 
OFAC. 31 C.F.R. § 575.209. 

25. From in or about 1992, up to and including in or 
about January 2003, in the Southern District of New York and 
elsewhere, SAMIR A. VINCENT, the defendant, being a United States 
person, unlawfully, willfully, and knowingly violated lEEPA, and 
the regulations promulgated thereunder, as described above, to wit, 
VINCENT attempted to and did engage in financial transactions with 
the Government of Iraq related to, among other things, his efforts 
to secure an agreement between the United Nations and the 
Government of Iraq relating to United Nations Security Council 
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Resolution 986, and did travel to Iraq on several occasions in 
connection with these transactions. 

(Title 50, United States Code, Section 1701, et seq . ; Executive 
Orders 12722 and 12724; Title 31, C.F.R. Section 575.201, et 
seq ■ ; and Title 18, United States Code, Section 2.) 

COUNT FOUR 

(False Statements in Income Tax Returns) 

The United States Attorney further charges; 

26. Paragraphs One through Thirteen of the Information 
are realleged, repeated, and incorporated by reference as if fully 
set forth herein. 

27. From in or about 2001 through and including in or 
about 2004, in the Southern District of New York and elsewhere, 
SAMIR A. VINCENT, the defendant, unlawfully, willfully, and 
knowingly did make and subscribe U.S. Individual Income Tax 
Returns, Forms 1040, for the tax years 2000, 2001, 2002, and 2003, 
which returns contained and were verified by the written 
declaration of SAMIR A. VINCENT that they were made under the 
penalties of perjury, and which returns SAMIR A. VINCENT did not 
believe to be true and correct as to every material matter, in 
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that, among other things, SAMIR A. VINCENT falsely claimed that he 
did not have control over any offshore bank accounts. 

(Title 26, United States Code, Section 7206(1).) 


DAVID N. KELLEY 
United States Attorney 
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DiCKSTEiN Shapiro Morin & Oshinsky llp 

2101 L Street NW • Washington, DC 20037-1526 
Tel (202) 785-9700 • Fax (202) 887-0689 
Writcr'i Direct Dial: 2Q2-828-2203 
E-Mail Address: Bog 0 sG^!ldsmo.com 


August 8, 1997 


BY COURIER 

Mr. R. Richard Newcomb, Director 
Office of Foreign Assets Control 
Department of the Treasury 
Treasury Annex Building, 2nd Floor 
Pennsylvania Avenue and Madison Place, N.W. 

Washington, DC 20220 

Re: Bayoil (USA), Inc.: Iraq i Sanctions Regulations: UN5C Resolution 9 8 6 Program 

Dear Mr. Newcomb: 

On behalf of Bayoil (USA), Inc. and certain U.S. persons and pursuant to 
Section 575.801(b) of the Iraqi Sanctions Regulations, we hereby seek a specific license 
authorizing it and its employees who are U.S. persons to assist its affiliated corporation, 
Bayoil SA, in the negotiation of a contract to purchase Iraqi crude oil in accordance with 
the procedures established by the 661 Committee pursuant to UNSC Resolution 986. A 
similar specific license is also sought for employees of Bayoil SA who are U.S. persons. 

Bayoil SA has been advised by SOMO, the Iraqi Government oil company 
("SOMO”), that the proposed contract to purchase the Iraqi crude oil must be negotiated 
and finalized in the next 3 days, and for the reasons set forth below, Bayoil (USA) thus 
seeks expedited treatment of this license application so that this business opportunity is not 
lost or otherwise adversely affected by delay. 

1. Identity of the parties: 

(a) David B. Chalmers, Jr., ("Chalmers") is a U.S. citizen with an 
office at 600 Travis, Suite 6110, Houston, Texas 77002. 

(b) Bayoil (USA), Inc. ("Bayoil (USA)") is a Delaware corporation 
with offices at 600 Travis, Suite 6110, Houston, Texas 77002. Bayoil (USA) is 
wholly-owned by Chahners. 


733m-FP_%011.SAM 


598 Madison Avenue • New Tork, New Tork 10022-1614 
Tel (212) 832-1900 • Fax (212) 832-0341 

http://wwwdsmo.ann 


Permanent Subcommittee on Investigations 

PSOIinorit^Rg^FNS^ 




Jyir- R- Richard Newcomb, Director 
August 8, 1997 
Page 2 


1010 


(c) Bayoil SA ("Bayoil SA") is a corporation organized under the laws 
of Switzerland with a principal office at 9 Rnc Massot 1206, Geneva, Switzerland. Bayoil 
SA has a branch office in London at 10 Stratton Street, London WIX 5FD England. 

Bayoil SA is also wholly-owned by Chalmers. 

(d) Robin D'Alessandro ("D' Alessandro") is a U.S. citizen who is an 
employee of BayoE SA in the London branch office. 

(e) Jean Johnston ("Johnston") is a U.S. citizen who is an employee 
of Bayoil (USA) in the Houston office. 

2. Iraqi Product Involved in this Transaction 

This transaction relates to the proposed contract for the purchase of 
approximately 3.5 million barrels of Basrah light and/or Kirkuk Iraqi crude oil 
(Transaction"). The price has not yet been determined or agreed to by the 661 
Committee, but based on the present "spot" price for Arab Light the contract has a value 
of approximately $60 miUion. The load port is likely to be Al-Bakr and and/or Cehyan. 
Bayoil SA has not yet identified the party or parties to whom it intends to resell the crude 
oil. 


3. Background of the Transaction 

As noted above, Chalmers owns 100% of both Bayoil SA and Bayoil (USA). 
Chalmers is also President of both corporations. Bayoil SA purchased Iraqi crude oil 
pursuant to the program established by UNSC Resolution 986 and the 661 Committee 
during the first six month period of the program, and each such purchase was approved by 
the 661 Committee. Bayoil received previous licenses from OFAC in 1990 to import Iraqi 
crude oil that had been loaded prior to August 2, 1990. 

In order to simplify compliance with the Iraqi Sanctions Regulations 
("Regulations" ), Chalmers intended to arrange for the next contract for the purchase of 
Iraqi crude oil during the second six month period to be entered into by Bayoil (USA). 
Pursuant to Section 575.522 of the Regulations, Bayoil (USA) and its U.S. employees 
could negotiate and enter into an executory contract to purchase such Iraqi crude oil 
without a license, subject to compliance with subsection 575.522(b) of the Regulations. 

Chalmers received an offer of allocation of Iraqi crude oil from SOMO on 
August 7, 1997 with a stipulation that the first cargo of crude oil must be lifted from 
Ceyhan, Turkey on August 12, 1997. Thus, Chalmers must negotiate a contract to 
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purchase the crude oU represented by that offer of allocation at once, or SOMO may offer 
the allocation to another buyer. 

Although Chalmers expected to negotiate a contract for such crude on behalf of 
Bayoil (USA), he has been advised by the United Overseas Bank ("Bank"), which is 
financing the purchase, that it will only finance the transaction if Bayoil SA is the buyer. 

In order to satisfy the demands of the Bank, Chalmers must now negotiate the 
contract on behalf of Bayoil SA rather than Bayoil (USA). However, because BayoE SA is 
not a U.S. person. Regulations Section 575.522 docs not apply to it, and thus, neither 
Bayoil SA or its U.S. employees may negotiate the proposed contract pursuant to that 
general license. Although Regulations Section 575.526 authorizes U.S. persons to deal in 
Iraqi crude oil after its purchase has been approved by the 661 Committee, the Regulations 
do not appear to authorize U.S. employees of foreign corporations to negotiate such a 
contract and submit it to the 661 Committee for approval. Accordingly, in order for 
Chalmers to negotiate a contract on behalf of Bayoil SA, he must seek and obtain a specific 
license, even though Chalmers could conduct the same activities on behalf of his other 
corporation (Bayoil (USA)) without a license. 

4. Activities for which license is sought 

A specific license is hereby requested to authorize Chalmers to negotiate the 
terms and conditions of a contract to purchase crude oil from SOMO on behalf of Bayoil 
SA. Chalmers and Bayoil SA are ftmiliar with UNSC Resolution 986, other applicable 
Security Council resolutions, the May 20, 1996 Memorandum of Understanding Between 
the Secretariat of the United Nations and the Government of Iraq on the Implementation 
of UNSC Resolution 986 and applicable guidance issued by the 661 Committee, and 
Chalmers and Bayoil SA represent that the contract to be negotiated with SOMO will be 
submitted to the 661 Committee' for approval. 

The process of negotiating the proposed contract and preparing it for 
submission to the 661 Committee may also require the assistance of other U.S. persons 
who are employees of Bayoil SA or of its aflfiliate, Bayoil (USA), which customarily 
performs certain administrative tasks for Bayoil SA. Such employees may be performing 
only ministerial tasks or may be assisting in arranging financing and shipping of the cargo in 
advance of formal 661 Committee approval. The employees presently identified to 
perform such tasks are Chalmers and D 'Alessandro in the London branch office of 
Bayoil SA and Chalmers and Johnston of the Bayoil (USA) Houston office. 

‘ Although the Regulations refer to 661 Committee approval, we understand that 

contracts are in feet submitted to and approved by the UN Overseers. 
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5. The Need for Expedited Approval 

As stated above, Chalmers intended to negotiate this proposed contract on 
behalf of Bayoil (USA) without the need for a license, and thus, the requirement by SOMO 
that this contract be negotiated in a few days could have been met. However, Chalmers 
has now been advised by the Bank that it wiU not finance the transaction unless Bayoil SA is 
the buyer. Chalmers must now negotiate the contract on behalf of Bayoil SA, but he can 
not do so vdthout a specific license from OFAC. If Chalmers docs not receive the license 
fi'om OFAC to negotiate this contract, he and his corporation may lose this significant 
business opportunity. Although the contract will be on behalf of a foreign corporation, 
such corporation is wholly-owned by a U.S. citizen, and thus the indirect beneficiary of this 
transaction is a U.S. citizen. Chalmers should not be denied this business opportunity 
merely because he must negotiate the contract on behalf of his foreign company rather than 
his U.S. company. 

5. Conclusion 


A specific license is thus sought to authorize Bayoil (USA), Chalmers, 
D'Alessandro and Johnston to (i) negotiate the contract with SOMO on behalf of 
Bayoil SA to purchase the Iraqi cmde oil described above, (ii) submit such contract to the 
661 Committee, and (iii) perform various tasks incident to this transaction prior to formal 
approval by the 661 Committee. 

Bayoil (USA) and Bayoil SA request confidential treatment for the business 
proprietary information contained in this license request. The public disclosure of the 
business proprietary information contained in this letter could cause substantial harm to the 
competitive positions of Bayoil (USA) and Bayoil SA. 

Should you have any questions or require any additional information, please do 
not hesitate to contact the undersigned. 


request. 


We appreciate and thank you in advance for your prompt consideration of this 

Respectfully submitted. 


GTB/jlp 

cc: Mr. David B. Chalmers, Jr. 




George T. Boggs 
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BAYOIL 


September 9, 1999 

TO: Ministry of Oil 
Baghdad 
Iraq 

State CHI Mailce^ng Organisation 

Baghdad 

Iraq 

Dear Sirs: 


Vft confinn our interest to purchase, sign and nominate immediately a minimum of 
10,000,000 barrets of basrah light crude oil during the sixth phase for fmal destination 
North America /Europe/ Far East. 

We also confum our definite mterest to purchase from 20>30 million barrels mimmum 
every six luonths and for three to five consecutive periods or longer, at your suggestion 
and discussions. 

Wc are prepared to contrari widi you through our Bahamian company or any of our 
ainUates. 


Sincerely, 



Augusta Giangrandi, 

Chairman 

For and on behalf of 

Bayoil Supply & Trading limited (BOTCO, Bahamas) 
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BAYOIL 


TO; 

GRUPPA ALLIANCE 

ATTN: 

Mr. Zia Bajaev 

FAX; 

011-7095-745-5658 

FROM: 

Ludmil Dionissiev 

DATE: 

July 13, 1998 

RE: 

Visit to Moscow 


Dear Mr. Bajaev: 

I was advised by your Secretary Ms. Natalia, with whom I had a very useful discussion to 
send this letter. 

We had an extensive conversation with your Brother Mavlit during mid May, 1998 and 
have discussed Bayoil’s position in regard to its ability to place Iraqi oil into United States 
market. There is absolutely no doubt, and it is internationally acknowledged that Bayoil is 
the prime supplier of Iraqi oil to the United States. 

In this connection we would like to negotiate with you and purchase from you any Iraqi 
barrels that you can make available to us. 

The President of Bayoil, Mr. David Chalmers, Jr. is arriving in Moscow on July IS* and 
will be leaving on Saturday July 18*. It was strongly suggested by a mutual friend. Lev 
Model, that we organize a meeting with you. 

I will contact you tomorrow to clarify weather a meeting is possible. 

Ludmil Dionissfav 
Special Advisor 


BAY04-01481 


BAYOU (USA) !NC. 


600 TRAVIS, SUITE 6H0 HOUSTON, TX 77002 713 222 7100 FAX: 713 224 8101 TU: 3771825 
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TO: 

UNITED NATIONS 

OFFICE OF IRAQ PROGRAMME 

ATTN: 

FAX: 

Mr, Benon Sevan 

Executive Director 
212-963-1984/2!2-%3-5947 

CC: 

ATIN; 

U S. DEPARTMENT OF STATE 
Mr. D.E. Krisch 

Mr, Matthew T. McManus 

FROM: 

David B. Chalmers, }r. 

DATE: 

March 13, 2003 

REF: 

OIL PRICE MECHANISM 



Dear Sir: 

1 would like to take this opportunity to apprise your office of our serious concerns 
re^rding the current difficailties experienced by the companies lifting oil under the 
currait phase of the U.N. Oil-for-Food Program, which is directly as a result of die 
procedures and methodologies the U.N. Oil Overseers are applying to carry out their 
responsibilities. 

Bayoil’s concerns are shared by many industry participants in the Program, a statement 
we can easily prove. All of us in the industry are under the assumption that it is still the 
objective of the U.N. and its members to see the maximum amount of funding to the U.N. 
Iraqi account, for the ultimate humanitarian benefit of the Iraqi people. Therefore, in 
order to accomplish this goal, there should be no unnecessary hindrances for potential 
industry participants, which might result in loss of confidence by such companies, and 
subsequent reluctance to lift the maximum available quantities of oil on a ratable basis. 
Unfortunately, this is exactly the situation which occurs today, directly as a result of the 
U.N. Oil Overseers operating in a manner outside the stated guideline of their mandate, 
which includes as you well know, to accurately assess formula prices submitted by 
S.O.M.O, as to their relative fair market value. 

BavoU 

As background for your information, Bayoil has been the largest shipper/marketer of 
Iraqi crude’s to the U.S. since the oil program began, mostly under contract from a wide 
range of S.O.M.O. allocation holders. For this reason, 1 believe we are in a unique 
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position to understand the dianging dynamics of the Iraqi cnide maricet, particularly 
during this recoit period. Specifically, in February our firm shipped 8 million barrels of 
Kiikulc/Basah to the U.S., and fitsm Mardi 1“ until today, approximately 7 million 
barrels. These figures represent bttweai 40-60% of dte U.S. deliveries, a market share 
consistent with our activities doting typical periods since the programs inception. 

Specifically, the aforementioned activities, or procedures creating difficulties for the 
participants can be summarized as follows: 

1) Daring the proccti of ataetsing or sourcing market informatiOB, wherafey ^ 
bidustry contact wonld be required. The Overseers are in a deliberate md 
prejudicial way ignoring and/or discounting market InformatlaB/analysit front 
certain companies (including Bayoii), which are in the best positioii of knowledge, 
while relying instead almost solely on industry sources, which are often not 
participating end diui have their own vetted interest. 

• In this respect, Bayoii has fiequently provided U.N. Overseers and S.O.M.O, 
written reports covermg market analysis and other pertinent information, 
including recommended formula calculations for particular lift periods, which are 
consistent with our analysis, and completely accurate to the best of our 
professional abilities. 

• Unfortunately, we have never received the courtesy of written response to our 
frequent and recent reports, and seldom any verbal conunents or constructive 
counter arguments, which should normally occur between professionals. This is 
particularly the case in the last few months, whereby our activity has become 
more predominant and the market has become more volatile, and as a result our 
reports to Overseers have been more fiequent and detailed (please see the attached 
Market Reports). 

2) The Overseers’ responiibillties under Resolution 986, in connection with the 
fonnuia submission process with S.O.M.O. are not being adhered to. 

• The Overseers have clearly ore-advised S.O.M.O. of the price formulas S.O.M O. 
must submit to gain their tqrproval, (a procedure that could legally be questioned 
as it amounts to the Overseers deciding to price irrespective of S.O.M.O.’s 
assessments and evaluations.). The Overseers’ approach is also based on a 
methodology very much in variance with S.O.M.O.’s intended submission, which 
they share openly with the industry and which is consistent with the primary 
lifters. 

3) The Overseers are currently clearly not fairly or accurately assessing the fair 
market value of Iraqi crudes. 

• The Overseers have received written and oral documented evidence from Bayoii 
and others, (see attached reports) which proves that their imposed methodologies 
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for establishing formulas, for recmt and future lifting j^ods, will 
consequoatially equate to a relative cost/price differential, wdiicii will likely 
continue to be higher priced Utan those of other crude grades (i.e. Saudi) or well 
above the “fair market value”. 


• The Overseers, have reportedly taken a position on this subject along the lines that 
the system of calculating formulas is long standing, and de^te the ftet ftut this 
methodology may currently result in higher prices than othtf conqtetitivegirtdea 
and Spot m^et values for Iraqi grades, they maintain there is iw baiia fbr 
modification or amendments. 

• The Overseas, have received certain correspondence fiom Bayoil and others. 

That in fiict thae have beat regular changes to the general methodology, and 
specific sub-components within die past few months. No supporting evidence has 
been offered to contradict these industry perceptions. 

The, aforementioned apparent complae dqiarture fitnn the original guidelines set forth 
for the U.N. oil expats unda Resolution 986, including the practice or a unilaterally 
setting a price on an ad hoc basis fbr Iraqi oil. This in turn has led to a complete 
breakdown in confidence by the industry participants in the program fueled by the 
expectation that prices will be imposed on future liftings in a manna consistent with 
recent past, which will likely result in between $1 .50-3.00 pa barrel loss for lifters. 

As this situation is untenable for Bayoil, and as we understand otha lifters as well, 

Bayoil has no otha choice than to immediately cease participation in the program, and 
tupport othos to do likewise. 

We regret to inform your office of this decision, due to our historical support for the 
program, and will cotainly be reconsidering such action if any actions are taken to rectify 
this situation. Meanwhile, we are immediately seeking alternative options for our vessels 
already scheduled to load ratably from Ceyhan and Al Bakr for some time, ar)d will be 
infotming our contractual supplia of such cancellations. 

I have drafted a final correspondence to the U.N. Overseers, outlining our overall 
concerns, which considering that in the past they have not had the courtesy to respond to 
our markrt analysis reports, it now would seem appropriate to forward such 
communications through your office, pa the additional enclosed attachment. 

It will indeed be regrettable if the purpose of the Oil-for-Food Program wae to be 
frustrated by the bdiavior of the very U.N, officials who are supposed to manage its 
smooth implementation. 
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I will be happy to meet or discuss iurther any questions you may have at your 
convenience. You can contact me at my Houston office Tel. (713) 222-7100 or by fax - 
(713)224-8101 

Sincerely, 

■'W 


David B. Chalmers Jr. 

For and on behalf of 

Bayoil Supply & Trading Limited 
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SPECMl. CONDITIONS; 

SELLER WARRANTS THAT THE CRUDE OIL SOLD TO BUYER PURSUANT 
TO THIS CONTRACT WAS OBTAINED PURSUANT TO ALL NECESSARY 
APPROVALS AND IN ACCORDANCE WITH ALL APPUCABLE PROCEDURES 
OF THE UNITED NATIONS (U.N.) RESOLUTION 886 AND THE U.N. 
SECURITY COUNCIL COMMITTEE ESTABUSHED BY SCR 661 (1890). 
SELLER ALSO WARRANTS THAT THE PROVISIONS OF ALL APPUCABLE 
U.N. RESOLUTIONS HAVE BEEN COMPUED WITH. INCLUDING, WITHOUT 
LIMITATION, SCR 986 (1995), SCR 1111(1997), SCR 1143 (1997) AND SCR 
661(1990)..^ . 

SELLER SPECriCALLY WARRANTS THAT NO SURCHARGE OR OTHER 
PAYMENT WAS MADE TO SOMO BY THE SELLER. OR TO SELLER'S 
KNOWLEDGE BY ANY THIRD PARTY. OUTSIDE THE U.N. ESCROW 
ACCOUNT IN OBTAINING THE CRUDE OIL SOLD TO BUYER HEREUNDER. 

SELLER AGREES -TO INDEMNIFY AND HOLD BUYER HARMLESS FROM 
AND AGAINST ANY LOSS. WHETHER OR NOT RESULTING FROM THIRD 
PARTY CLAIMS. ARISING OUT OF OR IN CONNECTION WITH A BREACH 
OF THE WARRANTIES CONTAINED HEREIN. LOSS MEANS ANY LOSS. 
LIABIU7Y. CLAIM, ACTION, SUIT, PROCEEDING. ASSESSMENT. UEN, 
JUDGEMENT. AWARD, DAMAGE. DEFICIENCY OR EXPENSE (INCLUDING 
INTEREST PENALTIES WHERE ALLOWED, REASONABLE ATTORNEYS 
FEES AND DISBURSEMENTS), BEING UNDERSTOOD THAT THE RIGHT TO 
INDEMNIFICATION SHALL NOT BECOME ENFORCEABLE PRIOR TO; 
SELLER HAVING BEEN FINALLY PROVEN LIABLE FOR BREACH OF THE 
PRESENT WARRANTY BY A COMPETENT COURT. THIS INDEMNITY WILL 
SURVIVE THE DELIVERY. INSPECTION AND ACCEPTANCE OF THE CRUDE 
OIL. 

SEUER SHALL PROVIDE BUYER A COPY OF THE U.N! CERTIFlCAtlON, 

U.N. APPOINTED INSPECTOR’S CERTIRCATE AND THE CERTIFICATE OF 
ORIGIN UPON VESSEL'S DEPARTURE FROM THE LOADPORT. .. 

ADDITIONAL TERMS OR TERMS DIFFERENT FROM THOSE SET FORTH 
' HEREIN'SHALL BE CONSTRUED AS PROPOSALS FOR ADDITIONS TOTHE -.. 

CONTRACT AND SHAU NOT BECOME PART OF THE CONTRACT UNLESS 
EXPRESSLY AGREED TO BY SUPPLEMENTAL TELEX. 

PLEASE CONFIRM. IN .WRITING, THAT THE ABOVE CONTRACT. ■ 
accurately REFLECTS YCMJR UNDERSTANDING OF. THIS CONTRACT.- . 
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TO: 

United European Bank, Geneva 

ATTN: 

Chris Slaboszewicz 

FAX; 

011-4122-738-0150 

FROM; 

David B. Chalmers, Jr. 

DATE; 

May 27. 1999 

RE; 

Bayoil Technologies SA 


Dear Chris: 

I would appreciate a short bank reference by telex to SOMO along the following lines: 


Quote; 

TO: SOMO, Baghdad 

ATTN: Saddam Hassan, General Director 

TLX; 212198 

REF: BOTCO SA 


We are pleased to introduce BOTCO SA, Luxembourg as a long standing client of our bank. The 
principals/management are well known to the bank as professionals in the oil business. Furthermore, the 
bank is in a position to finance any oil transaction sales under the U.N. oil sale program for BOTCO, 
subject to any conclusion with S.O.M.O. 

Unquote 

As per our previous discussion, Augusto Giangrandi is now representing the company in Baghdad, 
however, it is not necessary to mention the specific management names for the purpose of this letter. 

Thank you for your assistance. 

Regards, 


David B. Chalmers, Jr. 


Permanent Subcommittee on Investigations 
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Fax 


To: Lucio Moriccnr ~ ftaftech SRI 

Phone: 

Fax; 0039 ■ 0586-^1223 

Re; 


From: Hcix Sabih 


Pages; 1 


Date: 27 Ocasber 1999 


CC; 


Dear Lucio 

1 have had a word with Baghdad and i! is to our benefit to state that the two companies are 
connected, Herewith the text of your letter addressed to:- 

MINiSTRYOFOIL 

S.O,M,0 

Baghdad 

Iraq 


7 October 1999 

"0 WHOM IT MAY CONCERN 

We write to confirm that Bayoil LTD and Italteoii SRI are sister companies with common directors. 


■■''■ire Faithfully 


.lOMorIconI 
Managing Director 
Regards 



PexPa^o ' 

(o-Y ' ^ 
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BAYOIL DECEMBER 27, 2000 

REVENUE SHARING AGREEMENT 


THIS AGREEMENT BETWEEN ITALECH S.R.L., LIVORNO ITALY (ITALTECH) AND BAYOIL 
SUPPLY AND TRADING LIMITED, NASSAU BAHAMAS (BAYOIL) SHALL BE EFFECTIVE FOR 
THE PERIOD BEGINNING DECEMBER 27, 2000 AND APPLICABLE TO THE CONTRACT 
BETWEEN ITALTECH AND BAYOIL DATED DECEMBER 27, 2000 (AND ANY SUBSEQUENT 
AMENDMENTS) COVERING CONTRACT REFERENCE NO. M/09/07 BETWEEN ITALTECH S.R.L. 
AND SOMO, UNDER PHASE 9 OF THE UNITED NATIONS OIL-FOR-FOOD PROGRAM 
WHEREBY BAYOIL AGREES TO PURCHASE ALL QUANTITIES OF BOTH BASRAH LIGHT 
CRUDE OIL AND KIRKUK CRUDE OIL FROM ITALTECH, UNDER THE STANDARD SOMO 
CONTRACT TERMS AND CONDITIONS AS APPROVED BY THE UNITED NATIONS, AND 
SPECIFICALLY INCLUDING THE OBLIGATION TO NOMINATE LLFTING DAT ES AND 
ARRANGE SHIPMENTS, DESPITE UNCERTAIN MARKET CONDITIONS, AND PRIOR TO 
ESI ABUSHMHNT OF U.N, APPROVED PRICE FORMULAS APPLICABLE FOR EACH 
SHIPMENT, 


THE TERMS OF THIS AGREEMENT SHALL PROVIDE FOR ITALTECH TO RECEIVE A 
REASONABLE SHARE OF REVENUES GENERATED FROM THE SALE AND DISTRIBUTION OF 
SHIPMENTS BAYOIL LIFTS FROM THE PURCHASE CONTRACT, NOT TO EXCEED AN 
AMOUNT EQUAL TO US$0.20 PER NET BARREL FOR TOTAL QUANTIES LOADED UNDER THE 
CONTRACT AND AS A PROPORTION OF NET REVENUES OF APPROXIMATELY 40%. 


DISTRIBUTION OF REVENUE SHALL BE DISTRIBUTED TO ITALTECH IN ACCORDANCE 
WITH STANDARD INDUSTRY PRACTICE FOR AGREEMENT OF THIS TYPE, AND AS SUCH 
WHEREIN SUCH A DISTRIUTION CAN BE FAIRLY ESTABLISHED BY BAYOIL AFTER EACH 
DELIVERIES ARE FULLY EFFECTED. 


AS SUCH, BOTH PARTIES SHALL ACT IN GOOD FAITH WITH REGARD TO RE ONABLE 



.UATiON OF DISTRIBUTION AMOUNT^^ANDPERIODS, 


) GIANGRANDI 
) ON BEHALF OF 
ITaLTECH S.r.L, 




DAVID B. CHALMERS, JR.\ 

FOR AND ON BEHALF OF 

BAYOIL SUPPLY & TRADING LIMITED 


BavOs Hipmc! IfADIf.:'. ii.*,s!,=r. 
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PSI Minority Rpt - FN 66 


24? 3c2 4733 UX 20644 






1025 



Permanent Subcommittee on Investigations 

_PSI Minority Rpt - FN 70 




1026 


oo o 

O'-OOOOG* 


080 


0-OOOOG+ 




761 >314 *8700 + ! 
1 j 024 j 721 *8500 + 

1 

TO; 

Augusto Giangrandi 

Hotel Du Rhone - Room # 202 

342 j 162*2.400 + 

003 


FAX: 

4122-909-0010 

' 2 > 1 28j 195*96006+ 


FROM: 

Jean Johnston 

009 


DATE: 

April 5, 2001 

3r60:8j016*8600'6+ 

RE: 

Summary Cargoes - Phase 9 Contracts 

0 



t£J.-j3tll-87B0 + 

DcarAugusto: . 1 721 *8500 + 

342j 162*2400 + 

Following is breakdown of payments niadc; 3j€d'8j01 6*8600 + 


1. Euro 7613im- from BBL 


OGA 

. 5>736->212*820GG+ 


Sea World b/1 12/3 1/00; 189.801.53 
Astro Beta b/1 1/21/01: 571,51034 

2. Euro 1,024,72135- from BCV 



Amazon Falcon b/1 1/27/01: 660,317.21 

Golden Fountain h/1 2/27/01: 177,98X78 

Berge Boss b/1 3/1 1/01: 186,421.86 

3. Euro 342,16234- from CAI 


Golden Fountain bfr 1/24/01: 173,068.65 
Mariner W1 3/15/01 : 169,093.59 


4. Euro 3,608,016.86 -from BNP Paribas 


Amazon Falcon b/1 12/29/00; 593^03.09 

Amazon Eagle b/1 2/10/01; 639,950.30 

TmaWl 1/20/01: 764389.32 

Hellespont Paradise b/1 1/23/01: 634,101,60 
Olympia Spirit bA 02/18A)l: 222,650.44 

rmaW12/19/01: 202,989.57 

Ol^picBreezcb/13/12/01: 177,310.68 

Hellespont Paradise b/1 3/22/01: 183,480.86 
Settebello b/1 3/23/01: 189,841.00 
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UNITED NATIONS 


NATIONS UNI^ 


SECURITY COTJNCBL COMMITTEE ESTABUSHED BY RESOLOTION 661 0990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/2000/OIL'l 330/OC.03/ad(L2 19 January 20Q1 


TO; rr ALTBCH s^.i. 

LZVOHNO, ITALY 

FROM; THE OIL OVERSEERS. ^ 

(JN UNDER SECURITY COUNCIL /r| 

RESOtUnON 986 (1995) ^ 

FAX NO.;01 1-3M5S6-859-373 

FAXNO.: (212)963-1628 

ATTENTION: Mr. Augusta GlANQRANDl 

REF.; OIL-FOR-FOOD ARRANGEMENT 

1 TOTAL NUMBER OF TRANSMTITED PAGES INCLUDING THIS PAGE: 1 ’ 


AMENDMENT- . 

Re! Contract Numba: My09/07 UN REF; S/Aa25aOOO/OIE/1330/COMM. 07 
Betweox; SOMO and TrAETECH SRE.’ 

Date off ece^ of amendment : 19 January 2001 

PLEASE BE ADVISED THAT THE AMENDMENT TO THE ABOVE CONTRACT: 

1. ARTICLE TWO PAHA (1) TO BEAD AS FOLLOWS: - 

THIS CONTRACT SHALL BE COME EFFECTIVE ON THE 21®^ DAY OF 
DECEMBER 2000, AND SHALL CONTINIIE THERASTER UNTIL 28/2f2001. 

2. QUANTITY IN ARTICLE THREE TO READ AS FOLLOWS:- 

TYPE OF CRUDE 
BASRAH LIGHT 
KIRKUK 


H APPROVED 


QUANTITY 
11,000,000 /BBLS ALBAKR 

6,000,000/BBLS cevhan 


cc; 

SOMO 
BNP Paribas 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OP IRAQ TO THE XJN 


XuAHt^O ? UH if ^^Oi/oi 

1 Permanent SiihcommH t<>e on Investigations I 

PSlMinoritjJRgt^FNJ^^ 

19/01 '01 19:42 NR. TX/EX3025 P.OOl B 
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UNITED NATIONS 


NATIONS UNI^ 


SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 66t (1990) 
CONCERNING THE SITUATION BETiVEEN IRAQ AND KUWArX 


S/ACT5/2000/OIL/133a'OC.03/aAd.3 


TO'. rrALTECH'Si:.!. 
UVORNO. ITALY 


FAX NO.:01 1-39-0586-859-373 


6 February 2001 



ATTENTION: Mr. Au 


FAX NO.: (21 2*) 963-1 628 


REF.: OIL-FOR-FOOD ARRANGEMENT 


TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 1 


Rfe: Contract Numben M/09/07 UN R5;^AC.25/2000/OIL/1330/COMM. 07 

Between: SOMO and TTALTECH SKL.* 

Date of receipt of amendment ; 6 Febniar7*20bl 

Pjr.KASK BE advised THAT THE AMENDMENT TO THE ABOVE CONTRACT: 

QUANirry in article three to read as follows 


BASRAH LIGHT 
KIRKUK 


17,000,000 /BBLS 
8,000,00QmBLS 


ALBAKR 

CEYHAN 


a APPROVED 


SOMO 
BNP Paribas 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 






Permanent Subcommittee on InvestiEations 

PSI Minority Rpt - FN 76 


06/02 >01 22:49 NH. TX/EX3530 P.OOl 


iT-0 2168 











03/23/04 i2;il FAX 
05/03 '01 U;04 FAX 242 362 4733 


OIL NASSAU 


BAYOIL ROU 


DATS; 


D5CBKBBR 27« 2000 


TO* 

XTTTf; 

FAX; 


BATOZXi SUPPIiV AUD TRADIHG LZKITKD 
DAFKnS MCOOKALD 
3«2 362 4733 


W» WOOI*D LIJCK TO CONPIRM THB FOtXOWiNG FOROOVSB/SAXiR AGlOTKKlirr 
BETUKSH ITALTECK Sri AND BATOID SUPFLT AND TRADINQ DIWJTKD 
KEFKRBNCB SOHO CXlNTRAOT HO. H/09/07. 


SKIJ.KR; ITAIiTBCH Sri 

F.O. BOX 300 
DIVOKKO, ITALY 

BtnfKRr BAYOXL SUPPLY AND TRADXNO LIMITBO 

P.O. BOX C812910 
HX5SAU BAHAMAS 


CWADB* AIRXuk CRUDB OIL OF NDUKAIi BXPORT OUALITT AS KADB 

AVA2XABL2 AT THE TIXB OF LOADING AT CBYHAN 

HABRAH LIOWT CRUDE OIL OP KOSKAL SXPORT QUALITY AS 
KAD3 AVAIZiABLB AT TRB TlKB OP LOADING AT NIKA AL 
BAKX 

QDANTXTY; 4,000,000 NET D.S. BARITS OF XTRKUK CRODB OIL 

PLUS/HIKUS FIVB PKRCKST TRRHXWU;* OPERATIONAL 
TOLERANCE. . 

4 . 000,000 Bnrr u.s. barrels op basrah light chudb 

OIL PLOS/KINUfl FIVE PCRC3NT TBRNXNAL OPSRATIONAL 
TOLERANCE. 


DELIVERY: FOB CSYHAN AND FOB MINA AL RAlOt DURING DATS RANGE 

TO BE HDNIKATED. SUBJBCT TO PINAL TERMINAL 
ACCSPTAHCB OP VESSELS TO BE NOWINATHD. 

IF THE a/m LOADING PERIOD IS gUBSa O C KNYL Y AMENDED 
DUS TO CHANGES IK THB DELIVERY SCHEDULE CAUSED BY 
PEQDUCTIdN CHANGES, WKATKER. GPBRATIOHAL MATTERS OR 
CIRCUKSTAKCSB BSYOND THX aanj.wna RfiABOKABLB 
INFLUBKCB, SELLER HILL WITHOUT DELAY ADVISE BUYER 
OF SUCH NBH LOADING 7SSIQD AND CONS5QU13ICS6 OF SUCH 


i 
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03/23/04 12:U 

05/03 '01 13:04 


FAX 

FAX 242 302 4733 


UlL NASSAU 


BAYOIL HOU B 


CQMFIiBrrXON OF DISCSUAGB AT DXSCHAfiOB PORT {TBLSX OR 
FACSIMII^B ACCEPTABUS) . 

3. 3/3 OtUGXKAXi BXXiliS OF lADXKG XR9UBD OR ERDORSBD 
TO TR£ ORDKB OF BAYOIZ. StlRPIiY AND ’PRADXWO IiXMITKD 
AND OTHER KOMOX I*QADP0RT SHIPPING DOCOMENTS. 

XSf IHE EVENT THAT tOCUKB>rTS ARK DNAVAlIJ^La PRIOR 
TO THE PAYMENT SG8 DATE, SOYBR HXXX PAY SSXiLER 
AGAXNST PRBSEBrTATIOH OP DOCITKEWTS 1. AND 3- ABOVE 
AND SELIiER*S ItBTTSR OF m>EHNXTY IN A FORfAT 
ACCSPTABDB TO THE BDYXR SIGMED BY AN A0TKORIZHD 
OpriCBR OF THE SELLBR AND CO-SiGNED B7 AN 
AtmfORXaED OFFICER OP SELLER fS BASK. 

IP THE PAYMENT DOB DATS FALLS CUB A aATDRnAY OH ON A 
FEDERAL HAmONO HOLIDAY OTHER THAN A KONDAV FIDXRAL 
SANKINO HOLinAY, PAYMENT WILL BB EPPBOTBD ON THH 
NEXT PRECEDING FEDERAL BANKING aoatNBSB DAY. IF 
PAYMKHT DOB DATE FALLS ON A SONDAY OR ON A MONDAY 
FEDERAL BANKING HOLroAY PAYMSBT MILL SB NFFBCTED ON 
THE NEXT SUCCEEDING FEDERAL BANKING BOSINESS DAY. 

BOYER SHALL, AS INSTRUCTED BY SEliER PROM TIME TO 
TIMB, OPEN A LETTER OF CREDIT IN CrTAMlNVRD FORMAT IN 
FAVOtIR OF TKB UNITED NATIONS. UNDER THB NJlMfi OP 
ITXLTECR S.R.L. 

IHSPBCTIOM: LOADING OF ANY SKIPMKNT OF CRDDB OIL SHALL BK 

SUBJECT TO THE AUTHORISATION OF THB INSPECTORS 
KOMINATED BY THE DSlrKD NATIONS AT THB PORT OF 
LOADXNO. 

THB INSPBCTORS SHALL MjSO HAVE THB AOTHORITT TO 
STOP THB LOADING IF THEY ■ DSTBRMINE THAT THERE IS 
ANY EVIDENCE OF IRRW3DLARITY. 

TITLE % RISK; TITLB AND RISK TO THB CRODB OIL SOLD HRRBUNDKR 
SHALL PASS FROM SELLER TO BUYER AT THB TIKE MKSN 
THE OIL PA3SBS TKB FUkKOB COHOniCTlQN BETWEEN THE 
DBLXVBRY KOfiS AND TK« VESSEL’S FBAKAMorz* HOSE 
CONBrncnON AT LOADPOHT, AT WHICH POINT SELLER'S 
RB9PONSXSILITY SHALL CEASE. 


3 
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OIL NASSAU 


I41U 

BAYOiL HOU B ®ii 


IMii TRXS AORJCKKEMT fiKAI^ MM GOVSIQljSD BY AKD CXMETJtnm 

IN ACCORTIANCB IfITK TKff lAWS OV QTGXJUTO CWITKOUT 
RBrSRBNCB TO AKY CX^JFLXCT' OP lAW ROX^BS ASSB inTHOCTT 
RBCOtmas TO ARBITRATIOJJ) . TH» 0.»f- CCamESTJON 0» 
COliTRACTS TOR THl lUTKRlD^TICSNMi SALB OP GOODS 
(1960) SHALL NOT APPLY TO THIS AGRBSMENT. EACH 
PARTY MXPRBSGtY SUBMITS TO THK GURISDICTIOM OF THE 
HIGH COURT OP lONDON . WITHOUT RSCOURSB TO 
arbxtratiow . 

DESTiKATlOIf: THE BUYER ONDKRTAlCas THAT THK CRUDB OIL DKLJVHRKD 

UNDER THIS AGREEMENT SHALL NOT BB IMPORTED BY 
ITSSXiP OR OTHERS TO AtaTY DBSTXHATION PROHIBITED BY 
TKE OOVKRNMBNT'B COCJNTRY IK WHICH THE CRUDE OIL WAS 
PHODOCBD WITHOUT SELLER'S PRIOR ACCEPTANCE. 


NASRANTISS: THERE ARB NO SUARANTBSS. OR WARRANTIBS, EXPRESS OX 

IMPLIED, or MBRCKANTABILITY. PITNBSS OR SUITABILITY 
OF THE OIL TOR ANY PARTICULAR PORPOSB OR OTHKHWiSB. 
WHICH a nC TENP BEYOND THE DZSCStlPTIOV OP THE FACE 
KBREOP. 

ASSIGNMENT: NEITHER O? THE PARTIES TO TEE AGRESiENT SHALL 

WITHOUT THE PREVTOOa CONSENT IN WBITIWO OP TKB 
OTHER PARTY (HHICH SHALL NOT BB UNRBASOHABLY 
WITHHELD OR DELAYED) ASSIGN THE AORBEMHKT OR ANY 
RIGHTS OR OELIGATICINS HBRBUNDBR. 

IN TKE EVENT OF AN ASSSIONMENT tW ACTOORDANCS WITH 
THE TERMS OP THIS SBCriOM, THE ASSIGNOR SHALL 
nevertheless remain RESPOSSIBUS FOR THE PROPER 
PERFORMANCE OF TKB AGRZBKEHT. ANY ASSIGNMENT NOT 
MADE IN ACCORDABCE WITK THE TBKMS OF THIS BBCTION 
SHALL BB VOID. 


FORCE MAJ3URS: NEITHER SELLER NOR BUYER SHALL BB LXABLS IN DAMAGB9 
FOR ANY FAILURE OB DELAY IN PERFORMANCE OF ANT 
OBLIGATIONS KSRHOHDBR, OTHER THAN TUB OBLIGATION TO 
MAKE PAYMENT, WHERE SUCH FAILURE OR DElAY IS CAQSBD 
BY FORCE MAUEURS, BEIMO DBFINBD AS ANY BVSENT, 
OCCURRENCB OR CIRCOMCTASCB RKABONABL8 BNYONO THE 
control of TKB PARTY CLAIMINO FORCE; KADFURE, 
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03/23/04 12:11 

05/03 01 13:04 


I'AX 

FAX 242 362 4733 


01 L NASSAU 


BAYOIL HOU 


1^)12 


ISCLODIKa WITHODT PRSOTDICE TO THB SEMWlAtXW Of 
THS FORSOOIMO. FAZliOWI OR DEUAY CRDaSD BY OR 
SBSDLTHra FROM ACTS OF GOD, STRIKES, IJ4BOK 
DISFUTI8, FIRBS, FI,OODB, KSHS (WHBTHBR tSBOJUUSD OR 
tlNDSasUlKD) , RIOTS, PBXIIiS OF THE SERB, XNBMGOB6, 
RESTRICTIONS IMPOBBD BY ANY OOVERNMeNTAl, ADTHORITY 
{INCH,t3Dnra ALLOCATIONS, PRIORITINS, RBQDXSITIONa , 
QDDTAS AND J>RIC» CONTROLS) (I.B., NOB* OF NRICH ARB 
TO BB THB RESULT OF NEGLIOSNCB OK THB PART OP TUB 
PARTY CLAIMING FORCB MAJBURB) . IKS PARTY OAININC 
VORC3 MAJBURB SHALL OIVBM mUTTBN NOTXCB THTOBOF TO 
THE OTHHR PARTY WITHIN FOHTY-BIOHT (48) MOORS OF 
THB OCCDRRSNCB THKRBOF, STATJNO IN RHASCOEABLB 
DETAIL THE CAUSE AND THB EXPECTED DimATION. THS 
SFFBCTKD PARTY SHALL. USB REASONABLE DILIGENCE TO 
RBMOVB THB FORCE KAJIStJRB SITUATION AS QUICKLY AS 
POSSIBLE. HOgreVBR, NO PARTY SHALL SB R8QUIRKD TO 
SETTLE AGAINST ITS WILL ANY STRIKE OR LABOR 
D1SP0T8. THE TIME OF SELLER TO MAKE OR BUYER TO 
RBCEIVK DBLIVKRY KBRXUNDBR SHALL EH HATBH DED DOKTHG 
ANY PERIOD IK WHICH DELIVBRY SHALL BE DSLAYRD OR 
PREVENTED BY REASON OP ANY OF THS POREOOINO 
CLAUSES, UP TO A TOTAL OF THIRTY (30) DAYS. IF ANY 
DEiIVKRY KBRBUNDER SHALL BB BO DELAYED OR PREVaJTED 
FROM DISCHARGING ITS CARGO , FOR HORB THAN THIRTY 
(30) DAYS, EITHER PARTY MAY TBRMINATB THIS CONTRACT 
WITH RBSPHCT TO SUCH DBLIUKRY UPON' MRITTKN NOTICE 
TO THB OTHER PARTY. 

THE PARTY WHOSE PERPORMAMCB IS SO AFFECTED SHALL 

immediately NOTirr the other party hereto 

INDICATING THB NATURB OP SUCH A CAUSB AND TO THE 
KAl'ENT POaSIBLS, INFORM THB OTHER PARTY OF THE 
KXPBOTED DURATION OF THB FORCB MAJEURB EVENT (6) . 

lAYTIKB AND OBMORRAGEi PER SOKO TBSMS XdD CONDITIONS 

O THER TBRMS 

AND CONDITIONS I HK«R» NOT IB OONPLICT WITH THB ABOVE, THB SOMO 
OKKERAL CQNOITIONB FOB CRUDB OIL SALES CONTRACT 
SHALL APPLY. 


O PBRAT z OfOU:i 
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‘u-d4 ™ 24Z M2 4733 OIL NASSAU ... BAVOSL HOll B %‘u 


CONTACTS I BAYOXi. ffOVNliiY AND TRADINS X^IHITKD 

DARI^B? SAK^YOA 
TSD: 7i3 223 7100 E3CTH»aZOK 23 
FAXf 7X3 0101 

TLXi 408368232 

EUTXRB I 

A^JKaBWKHTi ONCE MUTnAUliy AORIED TO IN WRITING THIS CONTRACT 

CONTAINS TH^ KSTIRB ACR2BMKNT BBTWBKN BOXNR AND 
S ST . T t KR WITH 5 HNSPBCT TO THS SDBJNCT MATTER RSRBOF 
and AliL PROPOSALS « KSOOTZATICRO AND RBPRSSEanATZCKS 
BBTWHSN THJOk WITH RHFERBHCB THBRETO ARE KKRG3D 
HERBTN, j 

SPECIAL COHDlTIOHSi | 

SELLBR TtARRANTB THAT THK CRODE OIL SOLD TO BUVEH. 
PORSOAHT TCI THIS CONTBACT KAS OBTAUCSD POHSDAIIT TO 
ALL HBCaSSAItT APPKOiVALS AND m ACCORDANCE WITH ALL 
APPLICABLB PKOCEOORB5 OF THE UNITED RATIONS (0.H.) 
KaSOLOTIOW ^86 AND THS O.N. SECOAITTf COONCIL 
COMHlriBM KSjABLISBSD BY SCR 661 (1990) . SELLER 

ALBO WARRANTS THAT THE PROVlStONS OF ALL APPLICAJBLB 
O.H. • KESOLOTIONS HAVE B5S3? COMPLIED WITH, 
IHCLODIHG, WITHODT LDUTATIOM. SCR 986(1995), SCR 
1111(1997), aCH 1143(1997) AND BCR 661(1990). 

SELLER SPECIFICALLY HARRANTa THAT NO BDRCHAROE OB 
OTHER PAYMENT WAS MADE TO SQMO HY IK* SELLER. OR TO 
SELLER'S KNOWLroeS BY ANY THIRD PARTY, ODTSIDB THE 
O.N. ESCROW ACCXJOST IN OBTAIHIHO THS CRDDB OIL SOLD 
TO SOYSR KER5UNDER. 

SELLER AfiREBS TO INDiSOlIFY AND HOLD BOYKR HASJCLBS3 
FECK AND AQAINST ANY LOSS, NXETRBX OH NOT REStJLTINg 
PROM THIRD PARTY CLAIMS, ARISIWJ OOT OP OR IN 
CONNBCTION WITH A BREACH OF TH* WARRANTIES 
CONTAINED HEREIN. LOSS MEANS ANY LOSS, LIABILITY, 
CLAIM, ACTION. SOIT, PROCEEDING, ASSESSMENT, LXEn' 
OT7DGBKBNT, AWARD, DAMAGE, DEPICIEHCY OR EXPENSE 
(INCLUDING' HrrSRBST PQTALTIBS NHSRE AX.LOWRD, 
reasonable ATTOKHBTS FBES and DISBURSBMBSTS) , BEING 

dnderstood that the right to indemnification shall 

NOT BECOME ENPORCEAELB PRIOR TO SELLER HAVING BEEN 
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03/23/04 12:11 FAX ,^^4 

05/03 '01 U;04 FAX 242 362 4733 OIL NASSAU BAYOIL HOU 0 1014 


FINALLY PROVEN LXABLH PQR BREACH OF THE FRHSENT 
WARRANTY BY A CCMPErTHST COORY- THIS INDSHNITT WTliti 
gXmVTVB THB I3ELTVHRY, INaPBGTXON AND AGCEPTANCB OF 

tkb crodb oil. 

SELLSR SHALL PROVID8 BUYER A COPY OF THB D.H. 
CSRTIFICtATXON AND THB CHRTIFIGATK OF ORIGIN UPOB 
VESSEL'S DEPARTURE FROM THE LOADFORT. 

ADDITIONAL TEEMS OR TERMS DIFFERENT FROM THOSE SET FORTH HHRSIK 
SHALL BB COKSmDBD AS PROPOSALS FOR ADDITIONS TO THB CONTRACT AND 
SHALL NOT BBCOHB PART OF TKB CONTRACT UNLESS EXPRESSLY AGREED TO 
BY StfPPLEMENTAL TELEX. 

PLBASB CONFIRM, IN NRITXNO, THAT THE ABOVE CONTRACT ACCURATELY 
RSFLSCTE your UNDBRJSTANDXNG OP THIS CONTRACT. 


S«DerB: 


AugustotSfavignandi 


ITALTECH S.R.L. 


Buyer*: 

Daphne McDonald 
Manager 


7 



1036 


03/23/04 12:11 FAX 

05/P3 01 13:04 FAX 242 062 4733 OIL NASSAU 


BAVQIL HOU 6 



ITALTECH S.rX 


Sta< itgllf * sttbilimenAo: Vl« C.8. Cuaoni, 2* - A7I24 I IVORNO - fTAiV 


/MAIL' 8,0. *08 *00 ’ 
UVD8NO 

TtK: lOOirOMOrTSOTI 
FA8 03*6 421223 
PHONL 03*6 421221 

8.(va: 

OlO31S504»*g 


TO; BAYOIL SUPFLY & TRADING LIMITED 

ATTN; DAPHNE MCDONALD 

FAX: 242 362 4733 

FROM: ITALTECH SJCL. 

DATE; January 22. 2001 

REF: PURCHASE/SALE AGREEMEm’ DATED DECEMBER 27, 2000 

SOMO REF; M/09/07 
amendment NO. 1 


DEARSffiS: 


REGAJIDINO ABOVE REFERENCED CONTRACT, WE HEREBY AMEND AS 
FOLLOWS: 

1 . INCREASE QUANTITV AS FOLLOWS: 

TYPE OF CRUDE OUANTTrY 

BASRAH ] 1 ,000,000 BBLS 

KIRKUK 6.000.000 BBLS 

WE have attached the united nations approval i.irrrER for your 
REFERENCE. 

ALL OTHER TERMS AND CONDl lIONS REMAIN UNaiANGED. 


ALBAKR 

CBYHAN 


REGARDS, 
ITALTECH SJCL. 



I'USTO GtANORANDI 


'AN 



o 


CSipliaJr Socl*l« l.Y. WB.OOO.WV - Uvonva n, IJ>«-'C4Ca:A,^.933J»-.p«*. Import I00J&54 


^PSIMinorit^Rpt^N76 


5j\/TOM5'r3o 


® 06 
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03/23/04 12: il FAX 

05/03 01 13:04 FAA 242 362 4733 OIL NASSAU 


BAVOIL HOU B 



ITALTECH S.r.L 


S^d* ltg*k t vi» C-I. CuarInL Z-* - 57IJ1 UVORWO-fTAvY 


7 MAIL l*.0. tot 300 • 
LtVORNO 

TELEX: 5001 70 MOTSOT I 
KAX: 051* 47112} 
fnONtOSM <3UI> 
P.IVA; 

0}0i)S9G4»4O 


TO; BAYOIL SUPPLY* TRADING UMrrer) 

ATTN; DAPHNE MCDONALD 

FAX; 242 362 4733 

FROM; ITaLTECH S,R_U 

DATE: 7 FEBRUARY. 2001 

REF; PURCHASE/SALEAGREEMENTDATEDDECEMBER27,2000 

SOMOREF; M/09/07 
AMENDMENT NO. 2 


DEAR SIRS; 

REGARDING ABOVE REFERENCED CONTRACT, WE HEREBY AMEND AS 
FOLLOWS: 

1 . INCREASE QUANTITY AS FOLLOWS: 
imOtLCRlJBfi QUANirrY 

Basrah 17,000.000 bbls 

KIRKUK *.000,000 BBLS 

WE HAVE ATTACHED THE UNITED NATIONS APPROVAL LBlTfc’R FOR YOUR 
REFERENCE 

ALL OTHER TERMS AND CONDI I IONS REMAIN UNCHANGED. 


ALBAKR 

CEYHAN 



CHAIRMAN 


CjNjlule Spciiic i.V. m.OOO.OOO-TfibunUeLirornon, W55l-P9fc ims?on /£* 7 omOOJbM 


Permanent Subc ommittee on Investigations 

_^SIMinorit^g|MFN76 
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ALWASEL a BABEL GENERAL TRADING (LLG.I 


INVOICE 


Date : 


• tiJ 


til 


INVOICE NUMBER Q209 
29/12/00 


Messrs; 

ITALHECHSrl 
Via G3. Goarini, 24 
57121 UVOHNO 
Fax 00 39 0586859373 


Contract Nvnnber; ABO 100 dated 01/12/00 



Item 

Description 

Fee 

Euro 

Amount 

Euro 


1 

Selling of Iraq oil allocation for lifting “AMAZON 
FALCON" 

B/L date 29. 12.00 - Quantity 2,022,854 BBL 

0.17 per 
bbl 

343,885= 



Euro Three Hundred Forty Three Thousand Eight Hundred and Eighty Five only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank: 

Abn Dhabi Commercial Bank 
A1 Riggah Road Branch 

P.O. Box No. 5550 -r- fs 

Dubai, UA.E. ip G ^ 

A/C Name: A1 Wasel and Babel General Trading L.L.C. ^ ^ 

A/C No. ' 20-447-3006-2 
Swift Code; ADCBAEAA060 



(Paid up capitat Dhs. 3,000,000) E-itiail: islootah© emirates.noLae r- ■ jl_. ,,4,) 

ii_^l i_ujaJI - y — .J m ■■ ^1 UW ■. J.. <1-. - rA0AM5 ; i,u_5li - lASWrA : ui_jU 

Tel.; 04 - 2857738 - Fax : 04 - 2858899 - Telex : 45693 LOGET EM ■ P.O. Box ! 638 • Dubai - United Arab Emirates » 

Permanent Subcommittee on Investipationis 

PSI Minority Rpt - FN 77 
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OIL SELLING CONTRACT N» AB010O BETWEEN ALWASEL & BABEL AND 
ITALTECH DATED DECEMBER I'*, 2000. 


WHEREAS 

A. ITALTECH SrI is an Italian Company established in Livorno, Via G.B. Guarini 24, 
ITALY, represented by Mr Augusta Giangrandi, President, 

B. ITALTECH Sri registered to the U.N. as trader of oil from Iraq, 

C. ITALTECH has an organisation in Bagdad, Iraq, capable of signing and managing 
contracts with the Iraqi Government and purchasing oil in the frame of the Oil for 
Food U.N, Programme, 

D. ALWASEL & BABEL L.L.C. (Dubai) is a U.AE. Company established in Dubai, P.O. 
Box 638, represented by Mr Abdullah Lootah. 

E. ALWASEL & BABEL L.L.C. (Dubai) can assign allocation of oil from SOMO to 
ITALTECH 

ITALTECH agree to buy oil allocate by SOMO to ALWASEL & BABEL and assigned to 
Italtech at the following conditions: 

SELLER: 

ALWASEL & BABEL GENERAL TRADING L.LC. 

P.O. BOX 638 - DUBAI - U.A.E. '' 

BUYER: 

ITALTECH Sri 
Via G.B. Guarini, 24 
57121 LIVORNO, ITALY 
QUALITY: 

Kirkuk or Bashra light crude oil of quality made available at the time of the loading the 
shipment at the loading terminal. 

QUANTITY: 2,000,000 BBL + - 5% 


IT-n 9104 
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DELIVERY: DECEMBER 2000 
COMPENSATION: 

ITALTECH will pay to ALWASEL & BABEL a fee of 0.17 Euro per barrel on the quantity 
exposed in the Bill of Lading. 

DESTINATION: 

Europe/USA 

PAYMENT: 

On so'” day from bill of lading date in Euro to account designated by ALWASEL & 
BABEL. 

Payment should be made upon presentation of Seller Invoice. 

LAW: 

This contract shall be governed and be constmed in accordance with U.A.E. law. The 
parties hereto expressly agree that application of the United nations convention on 
contracts for the international sale of good 1980 is hereby excluded pursuant the article 
6 of the convention. 

Three arbitrators appointed in accordance with the said rules shall settle all claims 
under this contract under the rules of arbitration of the International Chamber of 
Commerce. The president of the arbitration tribunal shall be a lawyer chosen and 
approved by both Parties. 

The arbitration shall take place in Dubai, U.AE. 

The language to be used in the arbitration proceedings shall be English. 

OTHER CONDITIONS (VALID ONLY IF ALWASEL & BABEL IS THE DIRECT UFTER 
OF THE CRUDE OIL); 

If requested by buyer, seller shall provide buyer with a statement of facts issued by UN 
appointed inspector confirm that the relevant vessel was loaded under term and 
conditions of the United Nations oil-for-food arrangement. 

SPECIAL CONDITIONS: 


lT-0 2105 
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Alwasel & Babel warrants that the crude oil sold to buyer pursuant to this contract was 
obtained pursuant to ail necessary approvals and in accordance with ail applicable 
procedures of the United Nations (U.N.) resolution 986 and the U.N. security council 
committee establishes by SCR 661 (1990). 

Alwasel & Babel specifically warrants that no surcharge or other payment was made to 
SOMO by the seller, or to Alwasel & Babel knowledge by any third party, outside the 
U.N, escrow account in obtaining the crude oil sold to buyer hereunder. 



IT-0 2106 
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ALWASEL & BABEL GENERAL TRADING (LLC.) 


INVOICE 


Date ; 


■Cii 


HI 


BSYOIOE NUMBER 0212 
31flt2/00 


Messrs: 

ITALTECHSrl 
Via G3. Guarini, 24 
57121 LIVORNO 
Far 00 39 0586 859373 


Contract Number: AB020O dated 01/12/00 


Item 

Description 

Fee 

Euro 

Amonnt 

Euro 

1 

Selling of Iraq oil allocation for lifting “SEA 
WORLD” 

0.17 per 
bbl 

107,090= 


B/L date 3 1. 12.00 - Qnantity 629,942 BBL 



1 Euro One Htmdred seven Thousand and Ninenty only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, U.A.E. 

A/C Name: A1 Wasel and Babel General Trading L.L.C. 
A/C No.: 20-447-3006-2 
Swift Code: ADCBAEAA060 







3 


p.0Js«MoaS! 

., P^MWasel General Trading L.L.C: 


(Paid up Capital Dhs. 3,000,000) E-mail: islootah@emirates.net.ae (i»-v !',■■■■■■■ j"-.* u-t! 

5a_:>Jll cljL-nXI - u — ,J 1 /A 1 ^ Jjl £4 nr : - TAiAMA 1 tpL_5U - TAO WfA i a_iU 

Tel.; 04 - 2857738 - Fax : 04 - 2858899 - Telex ; 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates ^ 

. • ... : . . . _ _o 
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ALWASEL a BABEL GENERAL TRADING (LI.C.) 


INVOICE 


Date : 


■6b> 




INVOICE NUMBER 0193 

2o/oayoi 


Messrs: 

rTALlECHSrl 
Via G3. Guarini, 24 
57121 LIVORNO 
Fax 00 39 0586 859373 


Contract Number: ABOlOl dated 05/01/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “TINA 3” 

B/L date 20.01.01 - Quantity 2,371,092 BBL 

0.17 per 
bbl 

403,086= 

Euro Four Hundred Three Thousand and Ei^ty Six only 


He Invoice shall be paid vrithin 30 days with T/T transfer to the following bank 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, U.A.E. 

A/C Name: Al Wasel and Babel General Trading L.L.C. 
A/C No. '20-447-3006-2 
Swift Code: ADCBAEAA060 


p /xG 



(Paid up Capital Dhs. 3,000,000) E-mail: islootah@eiinirates.net.ae £,_ii_uji_4u-ij) 

Sj_^I ^ ,1 \ rA ; - fi ^1 C_»jj uwr, ei-. - tASAAAA = - tASWrA : ..iju 

Tel.: 04 - 2857733 - Fax : 04 - 2858899 - Telex : 45693 LOGET EM ■ P.O. Box ; 638 - Dubai -.UniteAArab.Emirates ^ 


IT-n PDfifi 
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ALWASEL a BABEL GENERAL TRADING (U.c.) 


INVOICE 


Date : 


■ in 


ui 


INVOICE NUMBER 0213 
21 / 01/01 


Messrs: 

ITALTECHSrl 
Via GJB. Guarini, 24 
S7121 UVORNO 
Fai 00 39 0586 859373 


Contract Number; AB020! dated 05/01/01 


Item 

Description 

Fee 

Enro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “ASTRO 
BETA” 

B/L date 21.01.01 - Quantity 1,883,686 bbl 

0.17 per 
bbl 

320,227= 

Euro Three Hundred Twenty Thousand Two Hundred and Twenty seven only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, U.AE. 

A/C Name; A1 Wasel and Babel General Trading L.L.C. 
A/C No. ; 20-447-3006-2 
Swift Code; ADCBAEAA060 





(Paid up Capital Dhs. 3,000,000) E-mail: islootah@emlrates.netae £» » » ji-* o-*,) 

oljUoVI - y — 1 TA : W.045 - mST ; ya-_Sli - t gM-_SU - f AflWrA ; wi-JU 

Tel.: 04^ 2857738 - Fax : 04 - 2858899 - Telex : 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 


I T_.n on 4 f» 
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ALWASEL & BABEL GENERAL TRADING {L.L.C.) 


Date : 

INVOICE 


INVOICE NUMBER 0214 
23/01/01 


Messrs: 

ITALTECHSrl 
Via GiB. Guarini, 24 
57121 UVOHNO 
Fai 00 39 0586 859373 


Contract Niunber: AB0301 dated 05/01/01 


Item 

Description 

Fee 

Enro 

Amonnt 

Euro 

1 

Selling of Iraq oil allocation for lifting 
“HELLESPONT PARADISE” 

B/L date 23.01.01 - Quantity 2,103,854 bbl 

0.17 per 
bbl 

357,655= 

Euro Three Hundred Fifty Seven Thousand Six Hundred and Fifty Five only 


The Invoice shall be paid within 30 days widi T/T transfer to the following bank: 


p /!!, G ^ 


Abu Dhabi Commercial Bank 
Al Riggah Road Branch 
P.O. Box No. 5550 
Dubai, liAE. 

A/C Name: Al Wasel and Babel General Trading L.L.C. 
A/C No. : 20447-3006-2 
Swift Code: ADCBAEAA060 



(Paid up Capital Dhs. 3.000,000) E-inail: is!ootah@emirates.net.ae 

s-tU Cjijl — Odfl - .-A* '\rA : — joJ (jl Cl— : jn — : ,_>« — Sli - fAflWrA ; — jIa 

Tel.: 04 :t_28,57738 - Fax : 04 - 2858899 - Telex : 45693 LOGET EJ(Li&Q.Jox : 638 - Dubai - U nited Arab Emirates 


iT-n 9nQA 
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ALWASEL & BABEL GENERAL TRADING (L.LC .1 


Date : 

INVOICE 


■Cii 


Cll 


INVOICE NUMBER 0220 
24/01/01 


Messrs: 

ITAL'EECHSrl 
Via G3. Guarini, 24 
57121 LIVORNO 
Fax 00 39 0586 859373 


Contract Number; AB0401 dated 05/01/01 


Item 

Description 

Fee 

Enro 

Amotutt 

Enro 

1 

Selling of Iraq oil allocation for lifting “GOLDEN 
FOUNTAIN” 

B/L date 24.01.01 - Quantity 2,007,757 bbl 

0.17 per 
bbl 

341,310= 

Euro Three Hundred Forty One Thousand Three Hundred and Nineteen Only 


The Invoice shall be paid within 30 days wifli T/T transfer to the following bank; 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, UAE. 

A/C NanR;AlWasel and Babel General Trading L.L.C. *■<> 

A/C No. ; 20447-3006-2 r ^ 

Swift Code; ADCBAEAA060 p A '" ' 



(Paid up Capita! Dhs. 3,000.0(») 
O.V >.7 it otji— .0^ -* ^y. 


E-mail: islootah@emirates.netaetig» • 

• , u^-su - rtawfi^f'-s-su 


I T_n on-n 
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ALWASEL & BABEL GENERAL TRADING |L.LC,) 


Dale : 

INVOICE 


■ 




INVOICE mJMBER 0220 
24/01/01 


Messrs: 

ITAJLTECH Sri 
Via G.B. Guarini, 24 
5712X LIVORNO 
Fax 00 39 0586 859373 


Contract Number; AB0401 dated 05/01/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “GOLDEN 
FOUNTAIN” 

B/L date 24,01.01 - Quantity 2,007,757 bbl 

0.17 per 
bb! 

341,319= 

Euro Three Hundred Forty One Thousand Three Hundred and Nineteen Only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank: 

Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, U.A.E. 

A/C Name: A1 Wasel and Babel General Trading L.L.C, . 

A/C No. : 20-447-3006-2 ^ ^ 

Swift Code: ADCBAEAA060 P A*- 
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ALWASEL & BABEL GENERAL TRADING (L.LC.| 


Date : 

INVOICE 


■ fcj 


til 


INVOICE NUMBER 0221 
27/01/01 


Messrs: 

ITALTECHSrl 
ViaG.B.Gnarini,24 
57121 UVORNO 
Fan 00 39 0586 859373 


Contract Number: AB0501 dated 05/01/01 


Item 

Description 

Fee 

Enro 

Amount 

Enro 

1 

Selling of Iraq oil allocation for lifting “AMAZON 
FALCON” 

B/L date 27.01.01 - Quantity 2,150, 170 bbl 

0.17 per 
bbl 

365,529= 

Euro Tlffee Hundred Sfacty Five Thousand Five Hundred and Twenty Nine oidy 


The Invoice shall be paid -within 30 days with T/T transfer to tiie following bank: 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, UAJE. 

A/C Name: A1 Wasel and Babel General Trading L.L.C 
A/C No. : 20^7-3006-2 
Swift Code: ADCBAEAA060 



(Paid up Capital Dhs. 3,000,000) E-mail: islootah©emirates.neLae 

5j_u.u 1I ciljL-ain - ^ — ,, Wh : - ft ^ 1413r i rA0M55 / ^i^li’lTAiiWrA ; wi_jU 

Tei.: 04 - 2857738 - FaXt! 04 - 2858899 -Telex; 45693 LOGETiEM vP.O.;'Bp)^.;^638,-:pubal-(ynited Arab Emirates. 



IX n 
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ALWASEL & BABEL GENERAL TRADING (LLC.) 


Date : 

INVOICE 


- CiJ 


til 


JNVOtCE NUMBER 0221 
27/01/01 


Messrs: 

ITALTECHSrI 
Via G.B. Guarini, 24 
57121 LIVORNO 
Fai 00 39 0586 859373 


Contract Number: AB0501 dated 05/01/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “AMAZON 
FALCON” 

B/L date 27.01.01 - Quantity 2,150,170 bbl 

0.17 per 
bbl 

365,529= 

Euro Three Hundred Sixty Five Thousand Five Hundred and Twenty Nine only 


The Invoice shall be paid within 30 days with T/T transfer to the following banJk: 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, U.A.E. 

A/C Name: A1 Wasel and Babel General Trading L.L.C. 
A/C No, : 20-447-3006-2 
Swift Code: ADCBAEAA060 


nTO 

S. (s P' ' ^ 





PP 


3 

^General Trading L.L.C, 
IT 3724 

fez i?3?- 


(Paid up Capital Dhs. 3.000,000) E-maii:J.sioetah@emirates.net.ae r,. -...., 

4— ujjJl - u — , 1 1 ra ; ianr ; <i-. - rAoAAVt : iju—Sti - tAavvrA : 

Tel,; 04 - 2857738 - Fax : 04 - 2858899 - Telex : 45693 LOGET EM - P.O. Box ; 638 - Dubai - United Arab Emirates 
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ALWASEL & BABEL GENERAL TRADING (L.LC.) 


CWOICE 


INVOICE NUMBER 0222 
10/02/01 

Messrs: 

ITALTECHSri 
Via G.B. Guariai, 24 
57121 UVORNO 
Fai 00 39 0586 859373 


Contract Number: AB0601 dated 01/02/01 


Item 

Description 

Fee 

Euro 

Amount 

Enro 

1 

Selling of Iraq oil allocation for lifting “AMAZON 
EAGLE” 

B/L date 10.02.01 - Quantity 2,140,302 bbl 

0.17 per 
bbl 

363,851= 

Euro Three hundred Sixty Three Thousand Eight Hundred Fifty One only 


The Invoice diall be paid within 30 days with T/T transfer to the following bank 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O.Box No. 5550 
Dubai, UjAE. 

A/C Name: A1 Wasel and Babel General Trading L.L.C. 
A/C No. : 20-447-3006-2 
Swift Code: ADCBAEAA060 





General Trading L.L.C. 


(Paid up Capital Dhs. 3,000,000) E-mail: islootah@emirates.netae r.. . ... • . ^,.. 1 , 11 ji_. oJ,) 

5i_:^ eiljl-oXI - y — 1 n : Vura - 1«) jl i SDf I - lASMll = ou_Sli - TAPWrA : ui-JU 

Tel.: 04 ■ 2857738 - Fax : 04 - 2858899 : Telex : 45693 LOGET EM - P,0. Box : 638 - Dubai • United Arab Emirates 


iT-01939 
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ALWASEL & BABEL GENERAL TRADING (LLC.) 


INVOICE 


INVOICE NUMBER 0222 
10 / 02/01 


Messrs: 

ITALTECH Sr! 

Via G.B. Guarini, 24 
57121 LIVORNO 
Fai: 00 39 0586 859373 

Contract Number: AB0601 dated 01/02/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “AMAZON 
EAGLE” 

B/L date 10.02.01 - Quantity 2,140,302 bbl 

0.17 per 
bbl 

363,851= 

Euro Three hundred Sixty Three Thousand Eight Hundred Fifty One only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank; 

Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O.Box No. 5550 
Dubai, U.A.E. 

A/C Name: A1 Wasel and Babel General Trading L.L.C. 



Tel.: 04 - 2857738 - Fax ; 04 - 2858899 - Telex ; 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 
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ALWASEL & BABEL GENERAL TRADING (LLC.) 


INVOICE 

INVOICE NUMBER 0229 
10/02/01 

Mfssrs: 

rTALTECHSrl 
Via GM. Guarini, 24 
57121 UVORNO 
Fai00 39 0586SS9373 

Contract Number. AB0701 dated 01/02/01 



Item 

Description 

Fee 

Enro 

Amount 

Enro 

1 

Selling of Iraq oil allocation for lifting “OLYMPIA 

spmrr 

B/L date 18.02.01 - Quantity 2,607,148 bbl 

0.17 per 
bbl 

443,215= 

Euro Four Hundred Forty Three Thousand Two Hundred and Fifteen only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank 

Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, UA.E. 

A/C Name:-Al Wasel and Babel General Trading L.L.C. 

A/C No. : 20-447-3006-2 o A T O 

Swift Code; ADCBAEAA060 



General Trading L.L.C. 


(Paid up Capital DKs. 3,000,000) E-mail; lslootah@emIrates.net.ae 

ia_^) ohi_jXi - u — ;j 1 rs , vu-i - |»i rfi imr> - tap wrA , ,i_!U 

Tel.; 04 - 2857738- Fax ; 04 - 2858890 r Telex : 45693 LOGET EM - P.O. Box ; 638 - Dubai - United Arab Emirates 


T-0 1922 
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ALWASEL & BABEL GENERAL TRADING (U.C.) 


Date : 

INVOICE 




mVOlCE NUMBER 0229 
10 / 02/01 


Messrs: 

ITALTECHSrI 
Via G.B. Guarini, 24 
57121 LIVORNO 
Fax 00 39 0586 859373 

Contract Number: AB0701 dated 01/02/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “OLYMPIA 
SPIRIT” 

B/L date 18.02.01 - Quantity 2,607,148 bbl 

0.17 per 
bbl 

443,215= 

Euro Four Hundred Forty Three Thousand Two Hundred and Fifteen only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank: 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.0, Box No. 5550 
Dubai, U.A.E. 



Tel.; 04 - 2857738 - Fax ; 04 - 2858899 - Telex : 4.5B9.S I DGFTFM -on n^v . cao . n.,K..: . ii-u.j a..u 
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ALWASEL a BABEL GENERAL TRADING (L.L.C.! 


Date : 

INVOICE 


.CdUI 


INVOICE NUMBER 02M 
19 / 02/01 


Messrs: 

ITALTECHSrl 
Via G3. Guarini, 24 
57121 LIVORNO 
Fai 00 39 0586 859373 


Contract Number. AB0801 dated 01/12/00 


Item 

Description 

Fee 

Enro 

Amount 

Enro 

1 

Selling of Iraq oil allocation for lifting “TINA 4” 

B/L date 19.02.01 - Quantity 2,376,927 bbl 

0.17 per 
bhl 

404,078= 

Euro Four Hundred Four Thousand and Seventy Eight only 


The Invoice shall be paid -within 30 days with T/T transfer to the following bank: 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, Ujk.E. 

A/C Name; A1 Wasel and Babel General Trading L.L.C. 
A/C No. r20^7-3006-2 
Swift Code; ADCBAEAA060 


p AG AT O 


(Paid up Capital DKs. 3,000,000) E-maiUisiootah@emirates.net.ae 

OA ,ii,rK~U ^ TA j ^ Ci IdtAT : £ij - rAAAAA‘\ : Qs* A - rAflWrA : >.i i La> 

Tel.: 04 - 2857733 - Fax : 04 - 2858899 r Teiex : 45693 LOGET EM ■ P.O. Box : 638 - Dubai - United Arab Emirates 



lT-01896 
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ALWASEL & BABEL GENERAL TRADING iLLC.i 


INVOICE 


INVOICE NUMBER 0230 
19/02/01 


Messrs: 

ITALTECHSrl 
Via G.B. Guarini, 24 
57121 LIVORNO 
Fai 00 39 0586 859373 

Contract Number: AB0801 dated 01/12/00 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for Ufting “TINA 4” 

B/L date 19.02.01 - Quantity 2,376,927 bbl 

0.17 per 
bbl 

. 

404,078= 

Euro Four Hundred Four Thousand and Seventy Eight only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank: 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.0, Box No. 5550 
Dubai, U.A,E. 

A/C Name; A1 Wasel and Babel General Trading L.L.C. 
A/C No. : 20-447-3006-2 0 

Swift Code: ADCBAEAAfl" 



(Paid up Capiiai Dhs. a^ponogo)- E-mail; islootah@emirates.net .36 — ‘J-* — *a — I' Jl — » 

iA_^l oljUaXI - ^ ,0 irA , - f,l jl laltr : - tASAAlS : - lASWrA i 

Tel.: 04 - 28S7738 - Fax ; 04 - 2858899 - Telex : 4.589.4 1 nncT c«« . o n d-.- . oo n..u-i . j - • • 
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ALWASEL & BABEL GENERAL TRADING ILLC.) 


Date : 

INVOICE 


■Cil 




INVOICE NUMBER 0210 
27/02/01 


Messrs: 

rTALTECHSr! 

Via G:B.Gaarini,24 
57121 UtVOBNO 
Fai 00 39 0586 859373 


Contract Number: AB0901 dated 01/02/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “GOLDEN 
FOUNTAIN” 

B/L date 27.02.01 - Quantity 2,002,056 bbl 

0.17 per 
bbl 

340,350= 

Euro Three Hundred Forty Thousand Three hundred and Fifty only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank; 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, U.AE. 

A/C Name-: A1 Wasel and Babel General Trading L.L.C. 

A/C No. : 20-447-3006-2 a -r- 

Swift Code; ADCBAEAA060 P A G A T O 



Lcral Trading LX.C. 


(Paid up cafwtai Dhs. 3.000.000) E-malh islootah@eniirates.net.ae 

— >aiJ i — ijjjJJ oljl — IfA ! 111 — t |_^uL_SUj - : ^ja—SU - f AfiWrA : eJL-jLa 


Tel.: 04 - 2asn38 ■ Fax : 04 - 2858899 - Telex : 45S93 tpG^ EM - P.O, Box i 63.ir:E:Wbat4,Uii]fed Ar^ Emir^^ 


IT-0 1875 
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ALWASEL & BABEL GENERAL TRADING jL.u.| 


Date ; 

INVOICE 




INVOICE NUMBER 0210 
27/02/01 


Messrs: 

ITALTECHSrj 
Via G.B. Guarini, 24 
57121 LIVORNO 
Fax 00 39 0586 859373 

Contract Number: AB0901 dated 0 1/02/0 1 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “GOLDEN 
FOUNTAIN” 

B/L date 27.02.0 1 - Quantity 2,002.056 bbl 

0,17 per 
bbl 

340,350= 

Euro Three Hundred Forty Thousand Three hundred and Fifty only 


The Invoice shall be paid within 30 days with T/T transfer to the following banV - 

Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O.Box No. 5550 
Dubai, U.A.E. 
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ALWASEL & BABEL GENERAL TRADING (L.L.c.j 


Date : 


INVOICE 


INVOICE NUMBER 0194 
11/03/01 


Messrs: 

ITALTECHSrl 
Via GJB. Guarini, 24 
57121 UVORNO 
Far 00 39 0586 859373 


Contract Number: ABlOOl dated 01/13/01 


Item 

Description 

Fee 

Euro 

Amount 

Enro 

1 

Selling of Iraq oil allocation for lifting “BEROE 
BOSS” 

B/Ldate 11.03.0T-Quantity 2,059,910bbl 

0.17 per 
bbl 

350,185= 

Euro Three Hundred Fifty Thousand and one Hundred and Ei^ty Five only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank 


Abu Dhabi Commercial Bank 


A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, UA.E. 

A/C Name: A1 Wasel and Babel General Trading Ll.C. 




A/C No.: 20-447-3006-2 
Swift Code: ADCBAEAA060 



(Paid up Capital Dhs. 3.000,000) E-mail; islootah@eniirates.net.ae £>.i-_ri 

ia_^i cijt-iKi - u — ,1 m ■. vijo - |»i ji li— esJ mtr = ^ .11-, - tAoMti : i;u_su - tAswrA : ui-jia 

Tel.: 04 - 2857738 - Fax : 04 - 2858899 - Telex : 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 


IT-0 1852 
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ALWASEL & BABEL GENERAL TRADING (L.LC.) 


Date : 




UJl 


INVOICE 

INVOICE NUMBER 0194 
11/03/01 


Messrs: 

ITALTECH Sri 
Via G.B. Guarint, 24 
57121 LIVORNO 
Fai 00 39 0586 859373 


Contract Number: ABlOOl dated 01/13/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “BERGE 

0.17 per 

350,185= 


BOSS” 

bbl 



B/L date 1 1.03.01 - Quantity 2,059,910 bbl 



Euro Three Hundred Fifty Thousand and one Hundred and Eighty Five only 


The Invoice shall be paid within 30 days with T/T transfer to the foflowing bank: 


Abu Dhabi Commercial Bank 
AJ Riggah Road Branch 
P.O.Box No, 5550 
Dubai, U.A.E. 

A/C Name: A1 Wasel and Babel General Trading L.L.C. 
A/C No, : 20-447-3006-2 
Swift Code: ADCBAEAA060 




Ricsvuto il 






(Paid up Capi! 

0 S Valil! 


Ci:rnr:i^32n 

Ccnlb ivicig-- 







label General Trading L.L.C. 

n 3718 

Gt'5 051,^0 


!ai Dhs. 3,000,000) E-mail: isloo^hSemirates.netae r.- 


oljLjiXi laiar ; ,j .. «ri-, - tAJAAia ; i^u—Sts - fAavvrA , . i -, i», 

Tel.: 04 - 2857738 -"Fax : 04 - 2858899 - Telex : 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 
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ALWASEL & BABEL GENERAL TRADING (l.L.c .1 


Date : 

INVOICE 




INVOICE NUMBER 0197 
12/03/01 


Messrs: 

ITALTECHSrI 
Via G^. Guarini, 24 
57121 LIVORNO 
Fai 00 39 0586 859373 

Contract Nurabei: ABllOl dated 01/03/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

SeUing of Iraq oil allocation for lifting “OLYMPIC 
BREEZE” 

B/L date 12.03.01 - Quantity 1,959,234 bbl 

0.17 per 
bbl 

333,070= 

Euro Three Hundred Thirty Three Thousand and Seventy only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, U-AE. 

A/C Name: Al’Wasel and Babel General Trading L.L.C. 
A/C No. : 20-447-3006-2 
Swift Code: ADCBAEAA060 




(Paid up Capital Dhs. 3,000.000) E-tuail: isIootah@emtrates.nGt.ae r........ 

is_u«iU i-H/JtJI oljL-sXI - u — .a 1 rA = - l»l ^1 1 61Ar : - tASAAAA . o-iu-SU - lAOWfA , uiwU 

Tel.; 04 - 2857738 - Fax ; 04 - 2858899 - Telex : 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 


IT-0 1825 
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ALWASEL & BABEL GENERAL TRADING (L.L.C,) 


INVOICE 


INVOICE NUMBER 0197 
12/03/01 


Messrs: 

ITALTECH Sri 
Via G.B. Guarini, 24 
57121 LIVORNO 
Fai 00 39 0586 859373 

Contract Number: ABllOl dated 01/03/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oU allocation for lifting “OLYMPIC 
BREEZE” 

B/L date 12.03.01 - Quantity 1,959,234 bbl 

0.17 per 
bbl 

333,070= 

Euro Three Hundred TTiirty Three Thousand and Seventy only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank: 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No, 5550 
Dubai, U.A,E. 

A/C Name: A1 Wasel and Babel General Trading L.L.C. 
A/C No. : 20-447-3006-2 
Swift Code: ADCB AEAA060 


^'TO 


General Trading L.L.C. 



(Paid up capitai/Dhs. 3,000.000) E-rtiail: isiootah@eniirates.net.a6 r........ 

ciljUoa - irA : U.U.S - ^1 Iflltr : <1: - lAMASS I oiu-Sti - lAOVVrA I .i_ju 

Tel.; 04 - 2857738 - Fax ; 04 - 2853899 - Telex : 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 
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ALWASEL & BABEL GENERAL TRADING iLL.C.) 


Dale: 

INVOICE 


INVOICE NUMBER 0198 
lS/03/01 


Messrs: 

ITALTECHSrl 
Via G.B. Guarini, 24 
57121 LIVORNO 
Fax 00 39 0586 859373 


Contract Number: AB1201 dated 01/03/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “MARINER” 

B/L date 15.03.01 - Quantity 1,910,662 bbl 

0.17 per 
bbl 

324,813= 

Euro Three Hundred Twenty Four Thousand Eight Hundred and Thirteen only 


The Invoice shall be paid within 30 days wifli T/T transfer to the following bank: 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai UA.E. 

A/C Name: A1 Wasel and Babel General Trading L.L.C. 
A/C No. : 20-447-3006-2 
Swift Code: ADCBAEAA060 





(Paid up Capita! Dhs. 3,000.000) E-maih islootah@emirates.net.ae r- - ^ u it ji— • o-U 

cljUaXI - u — irA : ^ tmr ■. - tAsAAVi = ua-SU - TAWfA : O-JU 

Tel: 04 - 2857738 - Fax : 04 - 2858899 - Telex ; 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 


lT-0 1808 
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ALWASEL & BABEL GENERAL TRADING (LLC.) 


Date ; 

INVOICE 




UJI 


INVOICE NUMBER 0198 
15/03/01 


Messrs: 

ITALTECHSrl 
Via G.B. Guarini, 24 
57121 LIVORNO 
Faj: 00 39 0586 859373 


Contract Number: AB1201 dated 01/03/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting “MARINER” 

B/L date 15.03.01 - Quantity 1,910,662 bbl 

0.17 per 
bbl 

324,813= 

Euro Three Hundred Twenty Four Thousand Eight Hundred and Thirteen only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank; 

Abu Dhabi Commercial Bank 
Ai Riggah Road Branch 
P.O. Box No. 5550 

Dubai, U,A.E. _ fet O 

A/C Name: Al Wasel'and Babel General Trading L.L.C. p A' ’ 

A/C No. : 20-447-3006-2 
Swift Code: ADCBAEAA060 



Tel.; 04 - 2857738 - Fax : 04 - 2858899 - Telex : 45693 LOGET EM - P.O. Box ; 638 - Dubai - United Arab Emirates 
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ALWASEL & BABEL GENERAL TRADING !L.L.C.! 


INVOICE 


Date: 




INVOICE NtJMBEE §199 
22^3/01 


Messrs; 

rTALTECHSrl 
Via G3. Guariai, 24 
57121 UVOKNO 
Fax 00 39 0586 859373 


Contract Number: AB1401 dated 01/03/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting 
“HELLESPONT PARADISE” 

B/L date 22.03.01 - Quantity 2.073,230 bhl 

c 

0.17 per 
bb! 

352,449= 

Euro Three Hundred Fifty Two Thousand Four Hundred and Forty Nine only j 


The Invoice shaM be paid within 30 days with T/T transfer to the following bank: 


Abu Dhabi Commercial Bank 
A1 Rigph Road Branch 
P.O. Box No. 5550 
Dubai UjAE, 

A/C Name: Jd Wasel and Babel General Trading L.L.C. 
A/C No. ; 20-447-3006-2 
Swift Code: ADCBAEAA060 





(Paid up Capital Dbs. 3.000,000) E-mail; islootah@emirates.netae 

S. t 4 . — jj—jj tr6 : Ck_>^ £flt5r t u” 51. - tA0AAt5 1 0u..-5t3 - lAtiWrA : >.,3. -tLa 

Tel.: 04 - 2B57T38 - Fax : 04 - 2858893 - Telex : 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 


lT-0 1794 
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ALWASEL a BABEL GENERAL TRADING iLL.C.j 


INVOICE 


mVOICE NUMBER 0199 
22/03/01 

Messrs: 

ITALTECH Sri 
Via G.B. Guarini, 24 
57121 LIVORNO 
Fal 00 39 0586 859373 


Contract Number: AB1401 dated 01/03/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting 
“HELLESPONT PARADISE” 

0.17 per 
bbl 

352,449= 


B/L date 22.03.01 - Quantity 2,073,230 bbl 



Euro Three Hundred Fifty Two Thousand Four Hundred and Forty Nine only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank: 


Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, U,A.E. 

A/C Name: AI Wasel and Babel General Trading L.L.C. 
A/C No. : 20-447-3006-2 
Swift Code: ADCBAEAA060 


(Paid up Capital C^s. 3.000.000) 


i pir-.-' ii 

1 PSG.: . . 


! C::-i 7 -,;r,c 03 a 

r- 'rr. r/ 







.-£=n3ail:.is 




lemirates.net.ae 


1(0— ‘Jj ■ 


^ irA , ^1 (aur , - iasaasa , - lAowrA , .a_iu 

Tel.: 04 - 2857738 - Fax ; 04 - 2858899 - Telex : 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 
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ALWASEL & BABEL GENERAL TRADING (llc.) 


Date : 

INVOICE 


jijLlIi 


INVOICE NUMBER 0205 
22/03/01 


Messrs: 

ITALTECHSrl 
Via G3. Guarini, 24 
57121 LIVOBNO 
Fai 00 39 0586 859373 

Contract Number: AB1301 dated 01/03/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting 
“SETTEBELLO 4” 

B/L date 22.03.01 - Quantity 2,100,01 1 bbl 

0.17 per 
bbl 

357,002= 

Euro Three Hundred Fifty seven Thousand and Two only 


The Invoice shall he paid within 30 days with T/T transfer to the following bank; 

Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 
Dubai, U.A.E. 

A/C Name; A1 Wasel and Babel General Trading L.L.C 
A/C No. :* 20-447-3006-2 
Swift Code: ADCBAEAA060 





General Trading L.L.C. 


{Paid up CapitaJ Dhs. 3,000,000} E-mail: islootah@einirates,net.ae r.. . ^ i , . » ji,.- y-i,) 

aJ — a-sll a — - y IJ ITA ; ^ lolir ; (Jii.., 51't — tAflAAlt : u'l 51 i - lAflWrA : ua — jla 

Tel.: 04 - 2857738 - Fax : 04 - 2858899 - Telex : 45693 LOGET EM - P.O. Box : 638 - Dubai - United Arab Emirates 


IT-01786 
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ALWASEL & BABEL GENERAL TRADING (LL.c, 


INVOICE 


INVOICE NUMBER 0205 
22/03/01 


Messrs: 

ITALTECH Sri 
Via G.B. Guarini, 24 
57121 LIVORNO 
Fai 00 39 0586 859373 

Contract Number: AB1301 dated 01/03/01 


Item 

Description 

Fee 

Euro 

Amount 

Euro 

1 

Selling of Iraq oil allocation for lifting 
“SETTEBELLO 4” 

B/L date 22.03,01 - Quantity 2,100,011 bbl 

0.17 per 
bbl 

357,002= 

Euro Three Hundred Fifty seven Thousand and Two only 


The Invoice shall be paid within 30 days with T/T transfer to the following bank: 

Abu Dhabi Commercial Bank 
A1 Riggah Road Branch 
P.O. Box No. 5550 

Dubai, U.A.E. ' "■ Q 

A/C Name: A1 Wasel and Babel General Trading L.L.C. O fix ^ ' 

A/C No. : 20-447-3006-2 ^ ' 

Swift Code: ADCBAEAA060 



Tel.; 04 - 2857738 - Fax : 04 - 2858399 - Telex : 45693 LOGET EM - P.O. Box ; 638 - Dubai - United Arab Emirates 
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23 August, 1996 


TO. S,O.MO.- Baghdad 

ATTN: Mr. S, Hassan 

Mr. N. Faijo 

VIA FAX: 00964-28S3925 

Gentlemen: 

In recent days we have been ^le to examine the key components of typical Saudi price formula 
and general terms in order to meet S.O.M.O.'s request to propose a text of terms with a similar 
structure. We, therefore, submit the enclosed revised draft proposal which more closely 
resembles the Saudi structure and meets other guidelines requested by S.O.M.O. The key 
revisions are as follows: 

Pint, S.O.M.O. has requested earlier price periods than the Saudi (SO day after B/L) period in 
order to avoid provisional payments and possible complication with escrow accounts which we 
can accommodate by using the period 20-25 day after B/L and using WIT 2nd month quotes 
which correspond to quotes relevant to Saudi price dates. This should make it commensurate to 
Saudi formula and solve your concerns. 

Please also note that under costs, we are prepared to consider eliminating the fee for lightering. 
We have debated this issue internally as some of your major buyers are able to go to Loop - 
Caribs. or other ports to fully discharge their cargo without lightering, whereas our smaller 
refiners do not have this advantage. We do not feel it is fair that some buyers will have to pay for 
this significant burden while others will not have to. However, we are prepared to eliminate this 
cost provided ail other terms and conditions are acceptable to you. 

We look forward to discussing our proposal with you at your earliest convenience. We 
understand that you are sending some representatives to New York and would be happy to meet 
with them there in an effort to clarify any points on this proposal prior S.O.M.O.'s discussions 
with the U.N. 

We look forward to your favourable response and welcome any comments or questions you may 
have. 

Best regards, 

David B. Chalmers, Jr. 

President 

Bayoil SA 


Permanent .Subconunittee on Investigations 


BAY04-01716 
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TO: 

S.O.M.O. 

ATTN: 

Mr. Saddam Hassan 

FROM: 

David B. Chalmers, Jr. 

DATE: 

Januaiy31, 1997 

RE: 

U.S. Maricet Pricing 


with respect to our pluming for next deliveries under our contrect to U.S. refiners, we 
understand that the cunent price formula mechanism is substantially uncompetitive since the 
original period Sqrtember 1996 price mechanism was established. 

We understand that under the procedures established with the U.N. that S.O.M.O. may indicate a 
change in price fomwlas particularly after the first month if conditions so warrant. In this 
connection, we would propose that such a change be submitted to the U.N. in order that the 
intended U.S. refiners will accept delivery of Basrah Light fi-om our company based on fair 
market values. 

The particular components of the price mechanism that is relevant to our position and the market 
comparisons are evaluated and outlined as followed. 

1. Basrah Light / W.T.I. Differential 


A. The original differential (September) of WTl >$4.0$ had a component of fteight 
cost increases since September of approximately S0.25/bbl, the current formula 
does not reflect this increase. (WS, 47 1996 flat rates versus WS. 55 1997 Sat 
rates). 

B. The market assessment and comparisons to alternative grades is presumed to be 
included in the original (September) price formula of W .T .I. -$4 05 (i.e. W.T.S., 
Vmiezuelan, Mexican, other grades). 

As of today, the relative change in market differentials for the above grades since 
September has been as follows: 


W.T.S. September =$ W.T.I. 
VENZ, September = (FOB) $ WTI 
MEXICAN Sept. =(FOB) SWTl 


-S1.30 versus today -$1,95 
-$1.80 versus today -$3,00 
-$1.80 versus today -$3.00 


BAvOli. SA-NASSAU BRANCH 


BAY04-00455 


Permanept Subcommittee on Investigations 

PSIMinoritji^Rg^^ 
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B. Contd. 

The diffisreatia] (market) for akemative grades has widened between SO.SO - 
S1.20/bbl in the same period that Basrah Light F.O.B. formula has narrowed by 
$0.45/bbl ($4.05 -$3.60). 

The diange in market differential based on market comparison can be cooduded to 
be as little as $0.9S/bbI and as much as $l.6S/bbl. 

2, Price Period: 

The price period of 1 5 days after B/L as compared to N.O.R. price for alternative 
grades will result in up to 30 days earlier price for Basrah Light versus alternatives 
Cmduding base case ^di Light) which average this month would equal a 
$0.6S/bbl disadvantage of Basrah Light versus Arab Light and otho' grades 
resultiiig from this earlier pricing. 

3. Proposal; 

We would propose an immediate adjustment in the U.S. formula ex AI-Bakr to 
reSect the above circumstances as follows: 

1 . Pricing period adjustment to 50 days after B/L or use second month W.T.I. 
quotations. 

2. Freight adjustment approximatdy $0.20/bbl. 

3. Market adjustment of a minimum $0.70/bbl. 


Sincerely, 


David B. Chalmers, Jr. 

For and on behalf of 
Bayoil SA - Nassau Branch 


BAY04-00456 
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BAY04-00457 
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uni: 

lAY Ul 

SQVQSIOS 

fiA:M3212t«6 


•2121968 SCNO IE 

SAY US 

TO: 

S.O.N.O.. SACHOAO 

ATTN: 

m. M. FAtJO 

FROM: 

SAYOIL, NOUSTON 

OAVIO B. CHAUCRS. At. 

DATE: 

AUGUST 5, 1997 

DEAI m 

. FAIJO: 


m UBQtSTMB TWT YOU MY K CONSIOEIIIH WJCfl MtOCt lUNKtt TiUN 
MfTieiMTiO rot lAltAN ItfiliT AND KlfeUtK CKUPC OIL. lAYOll ALOW 
UlTM MANY or YOUt OTMCI tOTAL OJtTCMEtt tOULD K VUT DtSATOOlMTO lY 

t.o.R.o. 010 MOT iteoaiizs tmc Ttocroaui iMCtCASi {m roctONT iiHCt 
out LAST A6MS0 MllCf II MY. At YOU DHU Ttf SMJDi AtMCO 
roMJU OIAtLY MS A nOVIttOH UMICN ACCOmODATIt Tilt AMD SAUBl 
AKMCO ■lYftt IN AUOUIT UtlL K OONPfMSATtO Ml ALNOST MO 0.AQ 
OUTS rot lAMfL rot lIPTtlM TO TIK U.S. M UNDOSTAMO TMT YOU MY 
HAVE A WYn yw Nu orrctco you a niMti met. mcMi, m klievc 
IT IS MOST liaiY TNE MVCt IS OOIMS TO THE U.S. MtT COAH WtCM IS 
A MAY LIKITB AMD A SlCMiriCAIITLY OirrilEMT MUST »0H TK tEH OS 
TNE aOOTH ANEIICAM MUST. UE SELIEM IT IS ONLY fAIt YOU WOULO ASK 
Tilt mmM IS THIS IS IHDCB THE IMTEOEO MUST FOt THIS CAMO AM 
KMAOt HMO SNOULO COniOCt A TW-TIOED MICINO NUIJU MICH 
TAMS THIS IMTO ACOQWT. 

row eWTOMM wo NAVE SEEM UITN YOU AM SMTOtTED YOU AM WO tOU 
ALUAYS Smr S.OJI.O. SWULO MOT K SO SIOUFICAMTIY FEHALIZEO. Ul 
NAVE ALL SEEM UAITIMS FOI A LOM TIM FOt TNE OIL TO COM SACK ONTO 
TNE MUST AM OW IMCKMENT tEFIHCtS VILL NAVE TO MIS OTNEI 
ACCCHMGDATlOm SNOtTLY. tUASE DO MOT UT W AM OTNEI QOOD 
CMTOMEIi DOW. 

tlNCEtCLY. 

OAvio s. awot, M, 


SAY Ui 

•2121961 two IK,,.,, 
0009.1 

Ot/09/97 18» 

** End of ■• •■ ■D O ** 


Permanent Subcommittee on In vestigations 

PSI Minority Rpt ^FNM- 


BAY04-00327 
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BAYOIL 


DAVID 6 ChalmLSS. j? 

TO 

United Nations Overseers 


FAX 

212-963-1628 

No. of Paces 2 

FROM: 

David B Chalmers, Jr 


DATE: 

September 10, 1997 



As per my telephone call with Mr. Kramer, 1 would appreciate the opportunity for a meeting with 
you on Friday morning, September 12th, to discuss the overall price formula adopted by the U.N , 
and in particular the proposed October formula being considered in connection with the rollover 
and consequential volumes expected for export before early December 

At the suggestion of Mr Kramer, 1 would like to respectively submit as follows some of our 
viewpoints with respect to the conditions in the marketplace which would need to be taken into 
account in determining a formula as well as reference to our discussions on Friday. 

1. Price Formula Freight Component 

Base formula for B. Light or A. Light F O B. posting less $1.00 included a freight 
adjustment component established December 1996 consistent with the Saudi base 
rate 7 36/long ton which was relatively accurate through May 1996 with stable 
market conditions 

Rates have increased since May approximately 30 WS points roughly equivalent to 
$0.75/barrel. i.e, (last Bayoil vessel May 46 WS versus September average 76 WS 
points). 

At expected export levels similar to May for October/November, the market 
expectations are for consistently high rates. 

The August B. Light differential to A. Light included at $0. 10/barrel additional 
compensation for freight equating to less than 5 points WS 

As Saudi formula includes a monthly freight adjustment which fully compensates 
for current freight costs (i.e May flat Saudi rate = WS 46 versus expected 
September adjustment to be average 76 = $0.75/ BBL) 

Average handling costs for shipping AG/LFS Gulf transhipped to Gulf ports 
including financing, lightering, other incremental costs regularly exceed 
$0.75^arrel under normal conditions in addition to freight. 


BAY04-01500 

bayoil (USA) INC 600 TSAViS. SUITE 6110 HOUSTON. TX 77002 713 222 7100 FAX 713 224 8101 ILX 3771825 


Permanent Subcommittee on Investigations 




United Nations Overseers 
Page 2 
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Conclusion: 


Expect freight/handling cost not covered by deduction within current Iraqi 
postings and further covered by alternative producer postings could be about 
$0.6S/barrel without further adjustments 


11 , 


Saudi postings have increased by SO.lO/barrel and $0.20/ barrel respectively for 
September/October. 

Saudi posting changes are relevant for F.O.B. liftings but also apply to C.I F sales 
delivered during same month. 


Conclusion: 


A modest increase in market differential for September was applicable, particularly 
as Iraq crude availability was cut off for two months (June-July) thereby affecting 
delivered September market conditions. 

Based on expected average production over 1 million barrels per day August - 
November or new Iraqi production, a $0.20/barrel increase for October lifting 
would not be reflective of worldwide supply economics and should not be included 
in Iraq postings. 

- Alternative crudes such as Kuwait crude with similar value based on A. Medium 
postings have up to S 1.00/barrel advantage (including ft’eight adjustment). 

We hope the above referenced market factors will be considered for future approval of Iraqi 
postings which we will be glad to discuss in more detail during our upcoming meeting. 



David B. Chalmers, Jr. 


BAY04-01501 
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BAYOIL 

TO: United Nations Overseers 

FAX: 212-963-1628 

FROM: David B. Chalmers, Jr. 

DATE: September 12, 1997 

RE: Iraqi Crude Pricing U S. Market Beginning October 


1 would like to thank you for the opportunity to meet Friday and I would like to further recap my 
impression of the position of the Overseers' regarding the pricing subject, 

I believe it was agreed that a more permanent solution of including within the price mechanism a 
floating freight component which would change with the market is a good solution for all parties. 
In this connection, we shall endeavor to convince SOMO that such a mechanism will be beneficial 
and fair to all parties. 

Meanwhile, we maintain during this interim period that there are two factors which need to be 
addressed and included in the October price formula to be representative of market conditions and 
fairly compare with other producer prices. 

Firstly; 


There should be a downward adjustment to the formula for increased freight cost of at 
least $0.50/barrel. 

It was agreed in our meeting with the Overseers that the approximate base freight today 
would be approximately $ 1.80/barrel.. 

It should be clear based on factual changes in the freight market demonstrated by the 
enclosed chart that over the past four months freight costs have increased by average of 
about $0.60/barrei. 

(i.e, Platts charts enclosed demonstrate WS 45-50 April/ May versus 65-70 
August/September equalling a minimum of 20 points and a maximum of 30 points 
increase calculated as follows. 

20 pts X 19.45 flat 7.38 = $0.52/barrel 
30 pts X 19,45 flat 7.38 = $0.79/barrel 


BAY04-01495 


BAYOrL SA-NASSAU BBANCH PO, BOX CB12918 NASSAU, BAHAMAS 809-362 4731 FAX, 809 362 4733 TLX: 2064A 


Purmancnt Subcommittee on Investigations 

PSI Minority Rpt - FN 87 
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United Nations Overseers 
Page 2 


During the past four months since this overall freight market increase we see no evidence 
of any component changes in the Iraqi price formula proposed or agreed during this period 
by the Overseers other than the adjustment in August and applicable in September also 
from a price of Arab Light minus $1.00 to Arab Light minus $1.10 Therefore this 
$0.1 0/barrel does not begin to address the increases in cost and market changes outlined 
herein. 

Secondly: 

• The Saudi market price differential to WTI increase from September to October of 
$0.20/barrel should not be reflective by a similar increase in the Iraqi market price. 

The $0.20 increase reflects spot price increases in August/September for delivered crudes 
reflecting two months absence of Iraqi crude from the market. 

As this increase is applied to Saudi crudes which can also be lifted from Caribbean storage 
or delivered during the same months in the U S. i.e. October such an increase may be 
justified particularly as Saudi customers have long term security of supply. 

Iraqi customers would have to accept such an increase if applied for October shipments 
FOB which correspond to arrival in December. By then the market effects of the high 
Iraqi exports will be fully realized and buyers would not pay such a premium for barrels 
arriving in December 

I hope this clarifies our position about what is fair and is based on what has been proposed to 
SOMO for further submission to the U N, However, 1 believe SOMO’s is reluctant to submit 
pricing conditions such as these, however justified, unless in advance the Overseers show 
willingness to adopt these changes. My understanding of your position in the meeting is that no 
such adjustment need to be made despite the points raised above therefore the only likely outcome 
is for SOMO to propose a price without such adjustments resulting to a similar occurrence as 
September where buyers refused to lift the crude oil until market conditions changed. Such 
conditions contradict the whole purpose of the program I hope this does not occur and 1 look 
forward to an opportunity to meet again Monday, perhaps to further discuss this matter. 

Sincerely, 

David B. Chalmers, Jr. 

President 
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SBCXJRiry CODNCtL COMMITTEB BStABLmiBD 
BY XBSOUrnON «Sl ( 1990 ) CONCEKMIKa THS 
SITUATIOK BETWEEN IRAQ ANP KUWAIT 


S/Aa3SaQ0t/O1I/CQMM.07 

20P«bninjr2001 

CHUOINAUBHQUm 


af tha itoaiiTitv nnnndl CtmutiNf a«Mhll.li«d bvieiQhltlon 661 flWO^ 

fiwwtralat t»N HlBitlmi Iwmmw fcia mitSmaii 


S/ACJ5/Z0Qi/OE/133(yOC.i2 aOF^vunyJOOI 


Sir, . 

1 . 

. Tiw bllewiflc iqMR of th* Oil Ov«nom wn pcepond |»a>iUBK to tlio nqtMt by Om 
C halniinoftiwSBOluityCotsasQCoiiimittaBattBblUhedbyiinoliliionMtMnMRBagllwiittwtian 
botwoeit Inq and ICnwolt mode in it( iiifiMiiMl maotiag d«M 1 3 FObroity 2001 , feUotoiiig Am letter 
daiod 6 F^maiy 2001 6omtbeCbtiBtd'A{WTai,AJ.oribeParmaiMntMiaiioDerteV>«itad 
StiMt n thoUdlad Nationi tddntaed to toa Obaiimin ( S/ACv3d/2001^inin.83 -attadik). b 
fUl kttof, iB/ar o/iloi tbabilOvaneeaWarenijtMfedtopiovMfea«IadficatioaoB"wl»tthnt 
monitotinB of the oil lodnatry baa indieatad ntaidini paynaaot of the aanhatce; an «cplao.i<i«a for 
Iraq'a mooK lo^ Sm nonnal tUpnanis of ctiidc oil.in Jimay and DecaSber; l^ vilue of 
Rveouaa loat to tba Oil-finsFoodj^inidi u atc^ of decnaiad oil aocpocti; and wbattoornet 
tbara b toom in the nuat noaot ^cinf oiaebaDiBn poopo^ by SOMO fot tmpodtioo of a 

KBObaifa". 

/. Badtgivmul 

Tba qiMBtioin nuadhavo to aoms anam baan addrauad in tba Oil Ovaraaai** latter datad 13 
Pbbniaiy 2001 addraaaod to dia Cbaimian of toe ddl Committaa (S/A0.2S/2001A}lLtCatam.06 > 
ittaobe^: Sacoe of toe uaiyali ooirtaiitod in toat latter ia itpeated beto. 

lo order to fm an undantaading of toe ayes ta toll bava takao place in toe paat tow 
nioatoi it ii ioiportaat to be aarim of too tacani traoda M the atnieture of cooitastiul taUtiocudi^ 
between toe diffarant pattiaa invotvad in Itaqi orude oil expoiti. 

Amangn toe pbaaa IX eonbaot boldara toaia are very few conpaniaa toot cm be elairified ti 

aodMiaan of enida oto Many of iba emwit aootraoc boldaca laani to ^ fmatioadiadcf who are not 
known in 0)0 potrolcam biduftiy. Thqr are very null in alza and $ma to have Uenitad andlt 
toailitiaa. 1^nMMsatoat,duato1hali^eaumtofiaoi)oymvoived,tobyonaiicaiinotoptalanaia 
oferadlt andfor ohailer aidpi on thair own tooottnt. la ooit aaaaa the aod-utM O-*- nfioing 
oot^wilea) will not pinehaao fiom toata coaptaica beeaitta of toe limited poaaibiUiy ibr 
cootoaoaalion in toa erent ofnon-parfbmanca. Ai aotmaaqimeof toil, thiao oontiaetholdanhave 
to aell todr oil to toe (Ugsw) trading comp^ea, which anbicquently ooiben the oil to the and-UHti.' 
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Tbeu tn£a$ ^topmatL^Mnulfy btw &19 {ero(tU) fkcSUUtttbi Jlmr fhm to petfyim &e 
wHtitiei UMt einaot b« necotad by th« int^edUdw. The ivlt6oailu|) between (he ttadmg 
oonqieaiee end the itftctnedieriee qipeiie (e vi«y ftoTO being dietnt to w extremely cloee eUieaee. 

The cunem ilruBtute, ei dcKrtbad eboye, hae gtedttiUy evotved flwm • litutioa in vdiioh 
SOMO, wd bsie. were: a) diio^ eeltinf to end'Men, Qicn b) were edlJiif vie traden to 

eodHieen asd now 0), are leUlitd vie intenu^Uariaa to tndata who on^eU to eod-uMn. 

TUi aeani that there are oilen at Uaet two eostpanies in the coniractwl dtaSn between 
SOMD and die and^wee, both of whidt eatunlly want to niaks a profit 

3.JPrMi$gm»cfmUm$pnipottdfy5<MOmiMlOSf»tUOit 

80MO and the Oil Ovetaewa aerea flom time to lime on an Offiotal SaleaFrioe (OSfO 
diet ie fixed Ibr a canain period. Ttria period it normally a mondi but oan be ihortar deponing on 
the v0laiU% of the matkeia. 

The Oil Oveneen’ objeetive it to aet die OSP within a band which to detamiiiiied by the 
fbllowmg bonndiriet; 


•The ifper limit ahooid be eueh that and^ttten (1,0. refimn) find (be OS? tonvli atiractiva 
compaiad wltb alnmative onidea. Dee to volatility in (be maricattUtoan only be evahtalad over 
an oxtandod period of rime. (Say thiee to four moothi). 

•Tbe lowar fiintt ehould be luch that no atrocturel tradiog profita exceeding lonie five 
oeoti per barrel eu be made (iveatbe low rUksetutc of tbe tt^geneielly ondeittkea by the 
iDteimcdtoiioe. 

The Oil Oveneen ere under ibo impraaeiaa that SCMdO'e recent objective of the price 
aettiofi to ditltoeat in two eqwetc 

•SOMO letmi to target apricc (OSP) that ellowa at leaet $0-20 per bane) profit lor 
badenfinleantdiarice. 

■SOMO aeeoii to pteftr m ace thea e profita to be realieed on a cargo-by-eargo baato ladier 
than over an earfaaded period. Thia eaplaina dm fieqoeotiequcftf fore (dowaward) price leviaion 
aa we bive lately experienced. Tirii ahort tsmi view i* also confirmed ^ SOMO gn^big 
oontnett wifii a validity of only betweta lix and eight weeka, lathor than fi>r the ftiU aix month 
period whioh was euftomaiy, 

a ia Imp ortan t to bear In mind that the attractiveoeaa of all emdes may fluometo 
adbaianfiel^dlielochaiiiincnwikatooQditiona, The OSP Sir e certain period can only reflect 
one eat of matket asiwoptieiM fin thai (fiiture) period. This irieans (hat, oven in the caM of tha 
OSP he^ let at excctly the ’highTtovcI, foe metketa will during that period aometinM value 
foe etude highet foen foe OSP or somehmee tower than foe OSP. For a finely tradable etude like 
bwi'a foie can lead to prices in the market which are eifoer rimve Queitriaj orbehnvCdtoeouote) 
foe OSP. Theie premia Of diicouht repreecnt Donsei 0)1 mduitry commai^ prietice. 
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% <irAieiirrratRmtoaf«xpa^oooiiniiM,K>m*.100nilIioa^iirMto.willl«nqMittedind 
tke eithnrtgdrtvwBM t t nca iM during Phu« IX wottid be.*Rnud Enip'3'.;91>i$ini (S'3.5 
biUkn}. irc 9 ip«fttev«biMmiitoaior*orieMi»i(mii, tbco'<^itv#iMgMMnwditf«UBiiud 

it arauod Bud d.3 binloii 9 S.7 UIKm); 

9. Simtmujr'ana ConcimkMu 

•) liiqi cnideoil, on ifobbii(it,.liai bMaMiwiitcnfly offfcid let mdruscn at nAitsiliil.pnaiii 
vmttwOSP'i. lMtro«tinijQ«McoadMant1heiepcnniB,(tanatiwpMHnIyiaraiiKiMto 
biq) could bt eeanomioilly jastiliod and could have been p^d by loiiie ead^iiiOn, OOuci hivo 
i^wed to pwohneri) begam of oonemic rciclod te.fbo poinbiliQr orjMit of^.mpiiibeing 
uaed fbr luebaifn to be paid to Iraq oulaide of dia Ui^ad Naiiinf liaq aodenn. ' 

b)bieaaeawbaenoiub(taiitjalpi«nnaoouUb«ae({Hlnddtol*bavotone<iepctnon>imliane - 

bare bm caneaUed and <te oil wac im azported. B{|w aqiaina (at Icaal piirt^ wlv ^ 

onalaoil,aciafbbbnit,tinii^ taded.itiimaU|»:mia(ac8yiDn diaopiaiti.diBlng^ pact few 

ffiOBtht. 


c) At the aame ibne aoim traden who bare bain invoiM^ in’ dailyaiiag baqi cnido latoiba Onlf 
of b^eo aiiiiJd bavoinainitd ioam. TUc in daeto Mking an expoaoe to the US maeM fbr 
doBveted oU, which hM moantly djKatiprated cnbatamiailyi 

d) Dtw to toe abort tann profit peaHNctive of SOh^i direct caatociiata ft la aboMtidipoMiblo to ' 

aaiaaO$^diatgaitaatceifliamaica||taUe|^fiflaydon.a.oargo^.qti|obaaia. ThoQU 
Ovacaaon have tepeatedly leaMad gir^ in' to an Oa* setoug tbit ieavea a aubufew '^linllt 
niaidoh" iiioaae^niatkeiadatetiatate,..'Ibmna|^ to aq^feto^n betivaan SCAjOftod dto' 
OilOwqnain.-' -I- 

'1=. ■ .... ' .* "" ' 

Tha Oil Ovenaanappnoiate the oaoDdenci in their wbiic and ibeitvi^.^tbQiaeBive ' ' 
ftom the Conwittee. 

Accept, Sn the eaauraiNoa of our higbeai qonaideraiioq; ' 

The Oveeaecia 
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Ttnlttced* to 0<Wd«tc9 uddreiaiiig ttw (pvdCc quwUoo o,r-Ariie(]aBr flis OSP 
nooRmeoiM l^ flw Ovonm irilowi mom for surahaises. Ccrtaiofy, the imtotioiilD Mtiing tiw 
OSP.iitoinitiga:btiitpofi!biIlyofaccettiYepnnittib«iiigitH4Hcm«vet;tt9Mtuid . 
flaetuiiioii of tboiOMiM win oiMm ttit MginBcw of Ikiw t]ie 09P ii tel. nadw.MowxBKfctt 
eoflditioncfibon could bejtoonfiiriuicbuxn. , 

S.n^irm0iuo/‘tiuvlisr$n 

It would iq^^Mr tbet rioco Saeitaibcri'endomen cm ooniiMMitly cnl)' boy Inqi ocude oti 
•t apremiom of30 - 50 conbper bi^ overtha.OSP on a ftaa on bond (fob) baiif. ‘ 

' • ' ■ . 

To afiiat Atiat^ if any, dtead pramia ote.baiiig uaadto pay iflapil miubaiyei to Iia^ ic 
wdowwn to Ok OSlOraaauca. Wb» diiteay likad by the OU OvetMlia Mtoiit aoeliaixto tha 
State Oil Maikctiog Ortudzation (SC^O) catagodeally daaiad tba aHeptiona. 

.Howev«r;^raot oocdaeia.iKf&iiadeb and^^maan ba dw oil ioduaixy ocofitm in broad 
taamaodiatliaiibeawfittoniatbo^fSIUahalprec^optiiuitMUBr. ■ 


4 . lowirr conuo/ aA^Mcntt cn/da 00 in /mwaiy ai«di>aea«(i«' 

The oh Overaoea aro bi* the opi/tf^ axpM lev^ aaan to bay a been jnegativoly 

aObetad under draic eondiliaRa in wbicb, «ir l^talorodUmereUI taaaont, aadmaait atonot. < 
pa^ared to p^a icjbatantial pnmhan. 

.* -Vt;,*. , _ • . .A* r 



ovda oil. wiriofc it acme so niUionbairaltlaaa than would have been ttpoctad. Aamning dn ■; 
am^ pdoa the raduoed cjqfiort Ipvel nflcctt a loat inievernMaof ab(M $1 

bOKonfarlibcisiiber.' ' • •••••:•.,•.• 


Ourins Januarjf 2001, Itac|,1iaa axpanad aome 31 aiUion bairda ofoU. Tbia fwpoit tavil 
wat oouidecably towar tfaaa had been 'diipaeiwl ani dt antiaumed axpoit level of 2^ miOion 
batrala a day and an oil price of $20.80 per barrel, tfaii iqpreaaati a loat of incone of aoae S77S 
ntilUonforJanntoy. 


Since (be ttofiimingofpbBteDCto lOFebniarytOOVdboat.dSininionbatrelcoflraqi 
erode oil; weto spotted, todadtog SI rniUion banda from Min|^^hakr(78K) and 14 milltoii 
baada ^bra:Cb]lw.(22H}. Tha value of (hie expbet ie eetimaliidat finro 1,481 million ($ 1,340 
niiflionaftti»c«retltjateofe?tohaage). ' • ; 

Nonnel^ beqi etude oit ecponi pet mooib are lOffie 25-28 inillioa btneli ex Ceyhin end 
38*4S mUlioa bairele ex Mina-el-E^. On tbe aanin^rtioa tliat the tvarage level of Inu]) oode 
oQ capon per month ii <cone«ivativdy) 6S nuUtoo bairda, then at leaat 1 00 mOHoit bazrda of 
axport vo^e ha* been fergone up to 16 Fdttoaiy. bi tem» of money, tome Euro 2.4 biRioa 
2.2 l^ion.J la levenue baa been loat 
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ascURirV OOUCIL COMMinSE BSTA8USHSP 
BY RESOLimONMl (IWQCONCSilMDIO YHE 
SnVATlQNBrrWHENlRAQANDKOWATr 


siKC3saMma/caM».t)6 

U.rfbtuMyMbl 

OIUOlNAUBiWLISH 


lAKigdtfailUgobTUMyaoOl AnmthoOveriam^dilrM^lofliBChiiraiin 
gfftBSti»qiriir,CpiMBfl Qwffaittw wMbfiatwdlihrffWBtifln ggl 



Si'AC^/2i|»tA}IL/i33(yOC.lO J3?ebnBy9001 


Sir, 


,1 VVUbiia^iwtee^ihoMtiidKdoowwiietiiondiiMlSFaliniiiySOOllibmtbeStite 

C^Mad(«tii)gpi|ntti^uign'($Q^ of Ir»% «ub«nittin’| Ibr tb» qi|>rav«i of ib» Swvdty 
Council Coomitwo o rto M U hoj by f^utioa 661 (1WQ)oonoitnliig'^titutlioob«t«<cca 
Iraq mi KimMt.fbe lOviMd p!df»f,ffieciianim for Io«&i|{t Of cnido oil duHng 13-28 
F«i^Bf.2001 in iiceoalnnoa 5 inil 6 ofifaoFiocodnnt io be eiqpicgned by 

(heCoanniaeciiittMidiKbvBeefmniqiciatibUitiel.Mtoqtiimtbypeneiapb l2.ofSeeurity 
Council mohaion 9S6 (1995), the O rer e etn hnve Uic Allowing esieewaeat: ' 

dir.jf>. Fdipi^ (be Coiranittec ondortM foe rcy^ price* (OSP’e) fbr Fqbnuny 
' loading Olid* oil..m il the Boppean (^‘llS 'iDirlceM. ' Sincb (he 

, ettmeSninm o/Iraql enide oil fai (bM niinked he* det^oiiocd finiliMr. >' ’ 

Noo*ilhftiiidingt>i^jlBjedciratipA«(dHMOw|<wb*w t oi( ln > i iipdwti h fcb(tffeieof 
traqioTndeoOnliKhRfleain^aiilanbscamialpRiiuiimoverOSfp’e! edy between 20 
end 70 ctnii t bvrei. In « *e«M|i^ly hilc-&eB environment ttieae premia ihoold be 
coiiidcted es exceieiv*. Altfaouiii nuoy md-ueen have ehied away ftom paying Ugh 
prania Ibr legal leaioo*, there have been (empomy meitcet oondidoof under wUoh thee* 
eoidd bo jqmfied oeotxnnieaUy.' There have alw been nwiaetui however, at which the 
eooDcmiea should have dicuicd a lo^er premium or even a diMttnt,aji ooiild be expected 
actbisnnmeiK. However, no such rediii^priiaia or diaoom* have oepuired for acme 
month*., ••• 

fijqiortlerebieeretobavebeeRnccctivelyeCrectcduiiderdieeeoanditioiieiawhicfa, 
for legal w commetciai feesooi, end-ofcn weie not prepared to pay a Mibetinlial pieniium. 

The ouRou situatloii can be tummariaed ai tbllows; 

• By fin the Ingeet pan of haqi crude oil is (Knvadayi ipld viandMIemeo and traden 
rapier than directly to ebd-uteit (refiners). The Ibtmer have a very ihort tarni pioOt 
perspective and oBca look ai this Isiuo on a eargo-by-csnco basis. 
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> Tl>* muM* lunw novtd k rach I wty that dw OSTi IbrBwvp* tol flic us in 
cumndy too Ugh to lUow mjr Mki to enii.aaenlo.liks (tev adkont 4w ijriMtaooVtarfia 

teecptkg nigK^ «!r cm ptomia. 

• lo ibMaiM Pf paykt pnaik «rae leut aniuad 20-2S acMi par tanU the . 
oil i« apparenfly not aqpoctnl. 

b ^pontoxt df fiHagDlag, the M Ovinoen would Ufce to aefca tba fidlowbg 
obaacvatlane; 

'ThaMod&rpnMrevieipiiaaoielhanaaoeaiiMathiaiiioadyadittclcoaeefiiaaee 
ofthe niton erow contnetaal atnietura bciwaeo SOMO and th« enCMiaan. 

• SOMO’a contract bUdcn' raqueeia fat excetirht pceniiik'opaMiMiOR with the 
attide uatoR ortho eapoita bii boaa diDiglng tor be iaeooia bto tba UN.&WI aooount. 

- The Of I OvoMta noonunMatlon is moiivatod hy iMrUijaa^ of Bixbilcbg 
oil eapcite and incoma tato Ilia On Iraq asMum within be coMtaetail tncbiro If baa been 
oboaenby.SQhtO. . 

• Thia opiietaotuat itniotoht aata tor nfa^.bapooive and. ^ ka Oil 

pvwnoen do not aUbw a auMtaalial tniih*k coamof.pim tthnaioas may osOw 

maaoltelfmait«tam,yoto^ ' 

. . -IteOllOvtoiUenmeoiwmadd^wi^lhsWiyUadangieaMti'priMntdgkna 
.can only go k ana dii«^<iii.ri-P- dowoM^ ikde'tlttn it i» m«diahl»m» ftoin 
S0MO'eno«sst,to'.tiMnoaa|iriisM. '' • 



AlsxaikteKianiar ' MotinBuorrmsod ' Mwhal TaOkga 
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3^14^ 

3^»-Mn SA,}* 


n!»lC •HiliiiULU 





'nEPUBUCOFinAQ 

ministay or OIL: 

' STA'Ili «II • M ARK IvllNU 

„ ^£i, tl. Ui'-w 


CHAIBMAN 

wntABUMBP »» w»oi*moK ta {inn 
rivicimwtm 

KKOM" •«»•«•* •AW®**"**** :■ 

*A* 

“' ■■■ 

ro.K*x r»lJW OATUO in»;i. 


™e OIL MAWtPr*, AND W ACCOKOAWa .WIW 


<>_ja«wr,nii»nww«M«<wrr. ^y., • ■■ . 

; SAwteSSS?^ -.TSSfr4>AT«0.-lU.«*» <•»»«»<<• tir 

i ewTnmiiSfMAMET,!;; . , . 

accoiidiwlt. •.. • . .. .■•••.' •' 

^rcoMioieWiwN ^pfccNojrtArrlu^ 

ist* ani*!« •> « 0>!Kr AJ^*’W«*'«» 


KKWVnVB OIRSCTOW CIWIBM. 

K. O. M.Oi 




BAVOMIIIIO 
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BCUIUTV.OOUtOtOOMMtTTWWTA»USHBD S/AC.2S/2001/COMM.83 

KRK>uni(>NI«((Ma}CO>K»itMa«THa 7Febivitt>'2001 . 

sm/ArtcwwiTWESNiR^ANDKoWArr ORIGINAL; I^OLISH ’ 



7b» UMud Stittf Mlstian M iii* Vni(ad N«iiaai pnMotk in 0 Mi 9 liin«Mi lotto ' 
Cli^raiiB «rUw Sctviity Coinett CBnmltMi CfttWlilMd pamuR( to R»MW|ta 661 
X1990> ooRpcnrias ilnMtioii tm-m In<) Mia Ka«mR tod 
ap p o| Wni »tPitoioigt<M»«ntrtoM>tooUprtcii|>nteeh^^ TtarUUMll^ 
kM OTviitBaiiy mvodDd to «il onrMwn* M*e«faeat6 ngudiot pdcM. W* 

itaviio tbit it kM km ptnici4*(ty tfflktult fcr ike ov«imm* to emy euttlMiir 
mpeniMIMM over dw NTMl ^<eki. end wi an api^recMve ef Ibeit ollbiti Hid 

ytofcwkwiliBni 


nnlut vnUitpritoolTen iiic;ii^ icHajit M oilpiniiMit b«ii«*i 

iteBiiKRiellMMliMtopqraciyiawibbriMdnai^lilti'U^^ Welm 

vwylTBiikiwi, llwflliift.by.eoiiliiiuiiigi'epotttmikehnefaewfeeeiend ‘ cikdiw i iiik jBtoBi 
er«bnvieody«dfe)RieoaipaoiMlhiiSOMOisdcimadli%>iiriiMiiviiiJ(p)9nM;- 
F^fioK, « ewidiaive or 10-30 etqi 9 1 19 <ilr 0 c% » ^ 

eiearlxoeotamveaijkierOHSO^viotuitoniriHtwiiUievnllinmiiumteirfo^itod'io ’ 

•UbKjrcnbyitwoiMeecitdththcigrMmcnterckcOOl CoramtaMoiiOeoeiiibvIS, 
JOWL lome rapom incUeale tbe: nwny hnym bc t»i Mitt oot iwnoii^rifcMio fkm gr«* 
•impiyi^noiiiig ih«a.' AFobnivy 3 npor. fiom Rewereiii typleH, on^ tf k«tliw • vety 
lopkiittciM Mirabaye mcefainitoi Uut kn beoa ekiaswi in nacttan to eiihcnl . 

"litiq hM owwliite eued iii off Kvchaygf deniintf oontlttctably Itoni 
n iniiiii 30 cmii pn'biireloiror tbeolliciil tdliof prior) kottko ■ 

&M)i tevemsMM - i» by no meint .biofcui|p.dewq i^oai. iu policy.' . 
fndMi, indttnry «iuneiMldIr^JiHioft«»ditocaii>nfosei»inebi<l 
to nttleci lOKiiM ninJIiiaiu. 'JUftoiuliyf «o Pcoember 1, 

Eioppe mow pay 3S ceoto s barrel uii Utteii Jolhb'tiS. nhiM iwy 30 
eccttabiiTel,*Mt<linaflieWiAtheIn4icipltil, !*3oRir aMbMieri 
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osp 


UK PROPOSAL FOR A PROACTIVE PRiCINO MECHANISM 

Since December 2000 the Iraq Sanctions Committee has continued to receive 
information from the Oil Overseers that substantial sums of money have been 
withheld from the UN/iraq escrow account due to excessive levels of premia 
being charged by SOMO contract holders. The Committee continues to take note 
Of the biformation supplied by the OI Overseers that excessive premia could be 
realised as a result of extra-contractual arrangements, between SOMO and the 
contract-holders. The Iraq Sanctions CommittM has never approved such 
arrangements. The Committee introduced retroactive price setting bi October 
2001 vbth the objective of combating these practices, which are deMnnantal to 
the OFF programme. 

The Committee continues to work towards its objective of maxbnising the funding 
base of the OFF humanitarian programme in order to meet the basic 
humanitarian needs of the Iraqi population, in this context tt sees It as its 
responslblltty to facilitate the smooth flow of Iraqi ob Into the markets at fair 
market value and in a manner consistent with Security Coundi resolutions. 

To further this objective the Committee has decided to increase the 
attractiveness of Iraqi oil to end-users and estabfished traders by allowing them, 
provided that certabi conditions are satisfied, the choice between purchasing 
Iraqi oil on a proactive or a retroactive pticbig basis. The Committae wlb also 
work towards Its objective of minbnising the risk of abusive practices that could 
lead to funds being withheld from the UN-lraq account 

The Committee would therefore undertake the following: 

1. SOMO AHP CONTRACT HOLDERS 

No change will be made to the existing system of registration of national oil 
purchasers by UN Member States and SOMO’s discretion of awarding contracts 
to companies of Its choloe. The Oil Overseers are requested to allow for a 
contract holder’s eomndeahn of 11m cents per barrel when submitting their 
price recommendations to the Iraq Sanctions Commlttse. 

2. THE“GREENLIST" 

Subject to the Sanctions Comrnlttee's approval by way of the no-objection 
procedure, a company will be allowed on the ‘Greenlisr. The Committee will only 
allow on this list those companies that are either refiners of Iraqi crude oil or 
established crude oil traders that possess relevant commertdal experience in 
lifting and shipping cargoes of crude oil. A request from a company to be put on 
the 'Grewilist* should be submitted via the Oil Overseers and should be 
accompanied with a completed standardised questionnaire tattached) . The 
questionnaire will contain relevant information about the company and its 
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acUvitiec. Many of the companies that are currently Invotvad in the physical lifting 
of Iraqi oil would be expect^ to qualify for Indusion on the ‘GrBanlisf. The 
Committee on a monthly basis would review the ‘Greanllst*. The Committee will 
not allow the continued presence of any companies on the list ttiat have caused 
damage to the OFF programme e.g. by falling to lift the oil they have committed 
themselves to lift during a particular pridno period. The Committee will not 
accept cotr^Minles that are affiliated with companies that are already on the list or 
which were deleted from that list 

3. PRICING OF IRAQI CRUDE OIL 

The Committee will allow two alternative pricing systems: proactive and 
retroactive. 

The proacdva systam will only be allowed under the following conditions: 

• SOMO wi8 submit [proactive] prices before a certain date. Such prices will 
need to be approved by the Iraq Sanctions Committee. The timing of the 
SOMO subniiMion of oa prices dioutd be In line vrith existing oil industry 
practices. Prices would be fixed for a full month and the Committee will not 
accept any requests fOr subsequent revisions of these prices. 

• The company lifting Iraqi crude oil nuat be on the ‘Qreenlisf . 

■ The lifting company should open the Letteits) of Credit for volumes and 
destinations of their choice within three New York banking days of the 
Committee's approval of the crude oil prices. The volumefs) and 
destinationfs) cannot subsequently be changed and the Committee will, for 
the purpose of deciding whether that company win qualify to retention on the 
'GreenllsT In future, consider this as a lifting commitmenL 

• The Letter(s) of Credit should both include the name of the contract holder 
from which the lifting company has bought the oil and the name of the 
'Tareenllsr - lifting - company that opened the Letter of Credit on the contract 
holder's behalf. 

« The Letter(s) of Credit should expricitiy state the price as previously approved 
by the Sanctions Commitlae. 

The ntroaeOva a/stem will prevafl under the following conditions; 

• In all cases if SOMO has not submitted (proactive prices) before a certain 
date or if the Committae has not approved these prices. 

• If the lifting company is no longer on the "Greenlisr. 
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• If tha lifting company it on Ihe ’GFaenlisT but want* to lift an (incramental) 
volume of oil for which no vaM Lrtter of Credit was opened in Bme for it to 
qualify for proactive pricing. 

• Approval of Letters of Credit, and therefore UN authorisation to export the 
cargo, can only be given if the pricing clause In the Letter of Credit reads ; 

The price shall be [proactive cases only - agreed price mentlonaiq I as vrill 
be agreed [letroaelive cases only - no prices menfionarQ upon baiimn 
SOMO and the United Nations”. 

4. MQ N THUYJtE TO BIINQ 

The Oi Overseers will report to the Sanctions Committee on a monthly basis 
recording any failure by a company on the 'Qreenlist* to comply with Its lifting 
commitrnent(s). In order for the Committee to decide whether such company 
should remain on the ‘GreenltsT the Oil Overseers will submit their report to the 
Iraq Sancdons Committee as soon as possible after the end of each month. The 
Sanctions Committee will than, on the basis of the standard 4B-hour no-objection 
procedure, decide whether the company should be ntalnedon the ’Oreenlisr. 

6. REVIEW 

The Sanctions Committee will review the effectiveness of this proposal after six 
months. 

6. IMPLEWENTATION 

The Oil Overseers will submit to the Iraq Sanctions Committee a detailed 
proposal for the implementation of a preacttvs/retroactive system no later than 1 
August 2002. 
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QUESTIONNAIRE FOR OREENU8T APPLICATION 

1) Fun Company Name: 

2) Registered Business address: 

3) Name of contact person, telephone number and fax number 

4) How would you describe the activities of the Company? 

- crude oil refining company; 

. crude oil trading company; 

- crude oil refiningArading company, 

• other (please specify) 


5) If the company* is a crude oil refining or lefining/trading company, has the 
company processed any crude oil of Iraqi origin during the past twelve months? 

If so please supply the following information; 

- the locatlon(s) of the refinery which processed the Iraqi crude oil; 

- whether the crude oil was purchased on an fob, C&F or delivered basis; 

- The vessel name, bill of lading date , discharge date and discharge 
location of a recent delivery of Iraqi crude oil for processing In the 
company's refining system; 

6) If the Company is a crude oil refining/lradlng company that has not refined any 
crude oil of Iraqi origin during the past twelve month or If ttie Company is a crude 
oil trading company, please supply the following information for three recent 
trades; 


- Namesfs) of vessels, equal or larger than tR2 size, which were chartered 
by or for account of the Company, 

- Bill of Lading dates, load ports, types of cnrde oil and discharge ports for 
these three vessels; 
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7) Sign and date the duly filled in questionnafaie and forward it to the 
United Nations OH Overseers at the following (ax numben -r-l 212 6631626} 

*ln question 5) and 6) the word "Company’ is meant to include an its afTiliated 
companies. 
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BAYOIL 


TO: 

Ambassador Antonio Montero 
Chairman, U.N. 661 Committee 

CC: 

Mr. Eugene Young 

FROM: 

David B. Chalmers, Jr. 

President 

Bayoil (USA) Inc. 

DATE: 

October 23, 1998 


Dear Ambassador Montero: 

As you may recall, our company Bayoil was one of the companies participating in the Iraqi oil sale 
during the first and second period. 

However, since that period our participation has been only indirect, resulting from our cooperation 
with several Russian companies currently favored by S.O.M.O. as preferred customers. As a result 
of this cooperation our company regularly lifts Iraqi crudes for U.S. destination to be further 
distributed to many independent refiners that we represent. Specifically, our current liftings exceed 
200,000 barrels per day on average. 

Because of our participation in this market we regularly provide S.O.M.O., the U.N. Overseers, and 
our Russian suppliers required market information regarding spot prices in the U.S. as well as freight 
market conditions which apply to each monthly period in an effort to help S.O M O and the U.N. 
establish fair market price formulas each month. 

In this connection, we are obliged to report to your Committee that the market prices for the month 
of November, particularly for U.S. destinations as submitted by SO MO. to the U.N. are completely 
out of line with the conditions in the market today. We understand that in the past the 661 
Committee has rejected prices submitted by S O M.O for being considered too low which we believe 
likewise the Committee should consider such a rejection in November resulting from being 
considerably too high and not in accordance with guidelines to be representative of fair market 
conditions 

1 believe the best way of explaining to your Committee our conclusions about the prices submitted 
will be to enclose a copy of correspondence recently sent to S O M.O. by our company which 
outlines the conditions in the market that have not been included in the prices submitted by S.O.M.O. 


BAYOIL (USA) INC 600 TRAVIS. SUITE 6110 HOUSION, Tx 77002 713 222 7100 TAX 713 224 8101 Ox 3771825 
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Ambassador Antonio Montero 
Chairman, U.N, 661 Comnuttee 
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Due to the fact that most of the U.S. refiners which ultimately receive these quantities have 
committed to November liftings well in advance and therefore cannot easily change or substitute for 
more economic grades on short notice. This would therefore result in substantial economic penalties 
to these refiners if the prices currently submitted are imposed upon them. 

We are hopeful the Committee will take into consideration the actual market conditions today which 
can easily be substantiated by others in the establishment of a fair market formula for November 
shipments. 

Thank you for your assistance in this matter. 



BAY04-00279 



1095 



BAYOL 


TO: 

U. N. OVERSEERS 

ATTN: 

ALEXANDER KRAMAR 

FAX NO: 

212-963-151* 

FROM: 

DAVID B. CHALMERS. JR 

DATB: 

FEBRUARY 22, 1999 



BAYOIL SUPPLY & TPAWG UMITED 


D o nnv rniMI* NASSAU BAHAMAS 242 3A2 4731 FAX; 242 362 4733 TLX; 20644 


Permanent Subcommittee on Investigations 
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TO: 

United Nations Overseers 

ATTN: 

Alexander Kramer 

FAX: 

212-963-1628 

FROM: 

David B. Chalmers, Jr. 

DATE: 

June 20, 2000 

REF: 

JULY O.S.P. 


Dear Alexander: 

I would like to take this opportunity to provide you some updated market information 
which may be of interest in connection to the expected discussions in S.O.M.O. with 
regard to establishing a proposed formula price for July liftings, particularly for the 
destinations in North America. 

Freight: 

- Base WS rates have increased modestly since the previous period on average of 
2-5 WS points from approx WS87 to WS92 equaling freight increase 
of $0. 1 0/barrel minimum. 

Note: The World tanker market remains tight and volatile due to shortages of suitable 
tonnage in all classes and particularly VLCC’s. While rates seemed to have 
stabilized in recent weeks, the fixtures have been limited due to the fact that most 
requirements are covered for June. Therefore, the freight market has not yet been 
established for period beginning July for VLCC fixtures from the AG. In fact, the 
expected near terra sudden requirements which would result after S.O.M.O. signs 
contract and accept nominations to be lifted in July, could substantially boost WS 
prices as offered by owners. 
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Maiket: 

- The delivered U.S. Gulf price sales discounts has in recent weekss stabilized or 
improved somewhat from the recent months continued decline in values due to 
oversupply conditions (i.e. from -$3.50 to -$3.35). 

- The Basrah Light market, while could be as stated above be positively affected by 
reduced overiiang in prompt cargo’s unsold, it is still too early to evaluate the 
overall supply and requirement imbalanced for the period beginning July. 

The official formula prices for other major sour crude producers such as Mexico and 

Saudi have been reduced for July by $.35/bll and $.25^11 respectively. 

Note: The above referenced official price formulas for these producers apply to 
deliveries during July, which Aerefore are comparable, and probably more 
competitive to June official sales prices for Iraqi grades, due to Ae difference 
in transportation time. 


Summary: 

- While short term price values have stabilized or improved slightly for Iraqi grades 
for North America, Acre have been limited transactions to confirm any long term 
trend of appreciation. Furthermore, Ae prospects for a near term mcrease in 
OPEC supplies generally, in addition to Iraqs expected production growA would 
not justify an mcrease in price formulas for July. However, if Basrah Light 
exports are more widely distributed to Ae oAer major markets, during July, and 
refinery runs mcrease for such grades m Ae U.S. as is expected, Aen an exjiected 
sustained improvement m Basrah Light market values should justify a substantial 
improvement m maiket price formulas for Ae August forward lifting periods. 

Thank you for your consideration to Ae above referenced pomts wiA regard to 
Ae esAblishment of a fair market formula price applied to July liftmgs. 

Smeerely, 


David B. Chalmers, Jr. 
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TO: S.O.M.O. 

ATTN. MOHAMMED ALJIBOURl 

FAX: 011 9641 285 3925 

FROM: DAVID B. CHALMERS, JR 

DATE: OCTOBER 14, 1998 


AS PER OUR TELEPHONE DISCUSSION AND YOUR REQUEST, WE ARE PLEASED TO 
OUTLINE THE RELEVANT MARKET AND FREIGHT CONSIDERATIONS WHICH SHOULD 
BE TAKEN INTO ACCOUNT IN THE ESTABLISHMENT OF A FAIR MARKET FORMULA 
FOR NOVEMBER LIFTINGS FOR NORTH AMERICAN DESTINATION. 

FREIGHT: OUR ASSUMPTION IS THAT FOR OCTOBER LIFTINGS A PRICE INCREASE 
FROM SEPTEMBER OF USD 0.55/BBL INCLUDED A FACTOR COVERING 
REDUCTION OF FRHGHT MARKET FROM APPROXIMATELY WS 52-55 PTS 
TO 40-42 PTS WHICH WOULD EQUAL APPROXIMATELY USD 0.30- 
0.35/BBL. THE CONSEQUENTIAL INCREASE BACK OF RATES FOR 
FDCTURES DONE THROUGH MID NOVEMBER FROM WS 40-42 PTS TO AS 
HIGH AS WS 54.5 PTS AND AVERAGE 52.5 PTS WOULD THEREFORE 
RESULT IN INCREASED COSTS FROM OCTOBER OF USD 0.25-0.30/BBL. 
THEREFORE, THE PRICE DISCOUNT (W.T.I.) FOR OCTOBER SHOULD BE 
INCREASED BY AT LEAST USD 0,25/BBL TO COVER FREIGHT COST 
INCREASES ALREADY FIXED FOR NOVEMBER LIFTINGS. 

MARKET: OUR ASSUMPTION IS THAT S.O.M.O. HAD INCLUDED A MARKET 
INCREASE FACTOR OF APPROXIMATELY USD 0.20/BBL FROM 
SEPTEMBER/OCTOBER IN ESTABLISHING THE OCTOBER DISCOUNT. 
WHERE SAUDI OSP INCLUDED NO INCREASE, AN INCREASE OF USD 
0.10/BBL IN NOVEMBER MAY REFLECT THEIR ATTEMPT TO FOLLOW 
S.OM.O. 

MEANWHILE; HOWEVER, IT IS OUR UNFORTUNATE DUTY TO OUTLINE 
NEGATIVE FACTORS IN THE MARKET WHICH HAVE OCCURRED SINCE 
OCTOBER WHICH SHOULD BE TAKEN INTO ACCOUNT FOR NOVEMBER 
AS FOLLOWS: 

1) DEMAND: 


BAYOU (USA) INC. 


600 'T8AVIS. SUITE 6110 HOUSTON. TX 77002 713 222 7100 FAX, 713 224 8101 TEX, 3771825 
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U.S. DEMAND FOR OCTOBER PERIOD HAS BEEN REDUCED FOR SOUR 
GRADES EQUALING BETWEEN 250-300,000/BBLS PER DAY DUE TO 
SPECIFIC REFINERY SHUT DOWNS RESULTING FROM HURRICANE 
GEORGE EARLY THIS MONTH. IN FACT, SEVERAL IRAQI DELIVERIES 
WERE FORCE MAJORED AND STORED FOR AN INDEFINITE PERIOD. 
CONSEQUENTLY, THE SHIPMENTS NOT DELIVERED IN OCTOBER ARE 
OFFERED FOR NOVEMBER. 

2) SUPPLY: 

THE MOST CRITICAL FACTOR DRASTICALLY AFFECTING MARKET 
CONDITIONS FOR IRAQI GRADES THROUGH YEJUl END IS THE 
DRAMATIC INCREASE IN SUPPLY OF IRAQI GRADES TO THE U.S. DUE 
TO LARGE NEGATIVE ECONOMIC CONSEQUENCES FOR EUROPEAN 
LIFTERS AND CONSEQUENTIAL CHANGE OF DESTINATION OF THESE 
QUANTITIES TO U.S. PORTS. 

THE SIMULTANEOUS DEOSIONS BY LIFTERS TO CHANGE DESTINATION 
WITHOUT SPECIFIC REFINERY OUTLETS CONFIRMED HAS RESULTED 
IN A SUBSTANTIAL OVER SUPPLY OF IRAQI GRADES ON OFFER FOR 
NOVEMBER/DECEMBER DELIVERY TO A LIMITED AND FDCED NUMBER 
OF REFINERY OUTLETS. 

THE CONSEQUENCES AS PER NORMAL MARKET FORCES ARE THAT 
SPOT BUYERS HAVE DRAMATICALLY REDUCED BIDDING PRICES AND 
TERM CUSTOMERS ARE POTENTIALLY PAYING FAR OVER MARKET 
PRICES. TO DEMONSTRATE THIS FACTOR FURTHER WE HAVE 
OUTLINED THE SPECIFIC SHIPMENTS TO THE U.S. WHICH ARE 
ATTACHED. 

IN SUMMARY THE PRICES WHICH REFINERS ARE CONSIDERING LIMITED 
PURCHASES ARE AT LEAST USD 0.40/BBL LESS THAN PREVIOUS MONTH SPOT 
SHIPMENTS. CONSIDERING ONE MAJOR REFINERY SHUT DOWN (260+M B/D) 
THROUGH MID NOVEMBER, THE SITUATION IS UNLIKELY TO IMPROVE. 

THANK YOU FOR YOUR CONSIDERATION. 
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BA>OIL 


TO: S.O.M.O. 

ATTN: MR. AWNI 

FAX NO: 9M7-T74.2797 

FRC»!: DAVID B. CHALMERS. JR. 

DATE: FEBRUARY 22, 1999 


I TRUST THE ATTACHED INFORMATION WILL BE USEFUL TO YOU IN ESTABLISHING THE 
MARCH C8TICAL PRICE. 



BAYOU SUPPLY t TOAL3ING LIMITED P.O. BOX CB1291B NASSAU. BAHAMAS 342 362 4731 FAX: 242 362 4733 TLX: 20644 
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TO: 

ATTN; 


SOMO, BAGHDAD 
MOHAMMED AUIBOURI 


FAX: 011-9641-774-2797 

DATE: lANUAKY 21. 2000 

KEF: CRUDE/FREIGHTMABKET ASSESSMENTS 


Dear Mr. Aljibouri: 

After repeated unsuccessfiil attempts to contact you by phone during this week, we would 
re^Kctfiilly like to submit important market price data relevant for crude values and 
shipping costs for Iraqi crude grades, and in particular for February liftings. 

Due to the criteria enclosed herein, and in consideration of commitments made by 
SOMO’s customers for shipping dates in February, prior to the recent selling price 
formulas (i.e. U.S. - Basrah Light) submitted to the United Nations, SOMO should 
consider further submitting to the United Nations a revised formula price, particularly for 
U.S. destination which more accurately reflects the recent drastic chimges in market 
values for Basrah Light as per other U. S. market crudes (see enclosed) as well as fieight 
costs before February 1, 2000. 

I shall look forward to the earliest opportunity to fiirther provide somo any other 
background information r^arding the market prices enclosed herein. 



BAYOU, sumv 4 TRADING IIMIIED 


PO eO)(CBI2P18NASSAU BAHAAMS 2A2 362 4731 FAX: 242 362 4733 TlX: 20644 
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FREIGHT MARKET 


FREIGHT RATES HAVE RISEN SHARPLY IN THE LAST WEEK AND ARE ASSESSED AS FOLLOWS: 


3S0 X W46.2S agAvest 
280 X wSO agAvest 
270XW65 ag/skorea 

260XW62.S ag/rsea-spore (older turbine tonnage) 

Pertinent fixtures reported 

AGAWEST 


SORO 2752/14 KUWAITAJSG W4S 

KPC 

MEGARA 2902/16 AG/UKC W50/52.5 TOTAL 
STENA COMPANION 3302/20 ALBAKRAfSG W46.2S 
CHEVRON 

AG/EAST 


EUSABETH MAERSK 2652/17 AG/SKOREA We7.5 
HYUNDAI 

MAERSK ESTELLE 270 2C0 AG/SKOREA W65 
HYUNDAI 

STENA CONCEPT2602/0 AG/SPOREW65 BP 
SKYROS 2702/11 AG/SAFR W65 BP 

SAFRICA 

FRONT CHIEF 2702/11 AG/SAFR W55 TOTAL 
FRANK SHRONTZ2702/18 AG/SKOREA W6S 
SSANGYONG 

ORIENTAL VENTURE 2652/16 AG^KOREA W65 
IDEMITSU 

CHIOS 2652/15 AG/SKOREA W67.S 

SSANGYONG 
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TO: 

SOMO, Baghdad 

ATTN: 

Mr. Mohammed A1 ribouii 

FAX: 

011-9641-774-2792 

FROM: 

David B. Dialiners. Jr. 

DATE: 

March 30, 2000 

RE: 

APRIL OSP (N. America) 


Dear Mr. A1 Jibouri 

As per our discussion the currently revised OSF for Basrah Light (U.S. destination) does not correspond to 
the Anther deteriorated marlcet prices for Basrah Light and other alternate crudes. Further, frei^t costs are 
set to increase Anther as qualiAed vessels for AG/West movement for 1“ half April Ming are scarce (i.e. 2 
or less). 

MAKKET 

- Basrah Light delivered US Gulf has been sold at June Wn less S2,50 for 10* arrival. 

■ As this vessel has cost basis May WTI the equivalent differential to June = WTT less $3.00. 

- Currently mqjor buyer June less $2.70 for mid April 

- Currently there are approximately 5 million banels unsold April vessels - "Lindburg”, “Kraka”, 
“Front Commander” 

• Based on such values delivered, the equivalent FOB value including Aeigbt/miscellaneous costs 
equalling WTI less $4.50 - $4.75. 


ALTERNATIVE CRUDES OFERINGS/DELIVERED 


MARS 

wn 

LESS $4.20 

ISTHMUS 

wn 

LESS $2.25 

WTS 

wn 

LESS $2.00 

BRENT 

wn 

LESS $1.20 


The sample crudes shown above indicate between $0.50 - $1.00 change since March. 

Arab Light - May OSF Arab Light expected substantially lower shall apply for delivered sales 
customers May arrival (or equal to Basrah Light April lifting). 
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The change in market price differential since one month of minimum SO.SO per barrel condrined with 
increase of freight of minimirm $0.50 per barrel would justify a $1.00 per baml final adjustment versus 
March OSP. 


EREIGHT 

- Only two qualified vessels (size, condition) existed for offer early today for 1-15 April C'EIse 
Maersk”, “Pacific Lagoon”) which are reported to be on ofier as of close of business. 

Offering price WS 70.5 West firm = $1.65 freight only. 


SUMMARY 
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CROW SOFT DEPT 
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26*’ July 2000 

To: Mr Saddam Z. Hassan, Executive Director 

SOMO 
Baghdad 

Dear Sir, 

August Pricing 

We vvould be grateful if you vvould allow us to make some specific points about the 
proposed price for Basrah Light erode for US destination in August. 

In general, we are forced to say. that the price has been set at a too expensive level, and 
needs to be re-set at WTI (2"” month) less $7.OO/B0L (rather than the proposed WTI less 
$6.20/BBL) for August loading. 

1 . With respect to Arab Light (USGC) 

Month Arab Light Basrah Light 

June - 3.95 - 6.10 

July -4.20 -6.00 

August - 4.50 - 6.20 

Since June, the discount of Arab Light has dropped $0.55/BBL, and that of Basrah Light 
by $0.10/BBL. This means, that against the international marker price erode oil, and 
currently the most identifiable in terms of OPEC swing production, that Basrah Light is 
too expensive by $045fBBL. This is retlected in the recent increase in sour erode 
supply. 

We should not forget that the cost of cutting sulphur in sour crude oils has become 
increasin^y expensive recently, and this has^ been reflected in the sour discounts for 
Basrah Light (witness the recent accelerated c^lapse in sour prices), as evidenced by 
the ever-widening gasoil - fuel oil spread. 

2. Freight 

In addition to the above, you will be aware that the Aramco formula has a fixed freight 
element that is-nol exposed to the increasirjg shipping market rates. 

Since June, the shipping market for VLCC to USGC has increased ftrom WS 87 points, to 
up to WS 100 points over this last month. 

This represents an incremental of $0.35SBL. 

Sir, you will readily see from this, that the recent incremental market factors require a 
further price adjustment of $0.80/BBL on the proposed August discount of minus 
?6.20SBL, to reflect an FOB price that is consistent with aflemative grades pricing and 
associated shipping ecorromies. In this regard, we would state that a reduction in the 
August discount to $7.00/BBL is required. 

Best Regards, 


John Irving 
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TO; SOMO, BAGHDAD 

Mr. Mohammed A1 Jibouri 
FAX: 011-9641-885-3925 

FROM: David B. Chalmers, Jr. 

DATE; July 28, 2000 

REF; AUGUST O.S.P. 


Dear Mr. A1 Jibouri; 

I would like to take this opportunity to provide you with additional market information in 
connection to the expected discussions in S.O.M.O. with regard to revising the current 
formula price for August liftings, particularly for the destinations in North America. 

Freight: 

Suitable tonnage for early August is in short supply, if at all available. Owners 
are now asking in excess of last weeks rate of WS 90 to currently W.S. 100+ for 
August 15-20, again suitable tonnage is in tight supply. World Scale rates have 
increased excessively equaling a freight increase of approximately US $0.30 per 
barrel. 

Market: 

The delivered U.S. Gulf price sales discounts has in recent weeks weakened 
somewhat from the recent months, continuing to spiral downward to WTI minus 
$3.66 to $4.00 with confirmed sales for late August / early September. Current 
market is minus $3.65 to minus $3.85. 

The official formula prices for other major sour crude producers such as Mexico 
and Saudi have been decreased. Saudi Light has decreased $0.55 per barrel (from 
minus $3.95 - minus $4.50 plus a freight credit of approximately $0.35 per barrel. 
Platts last quoted delivered US Gulf price was $3.70 under WTI. 
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Summary: 

Anticipation of additional Saudi and Kuwaiti barrels being offered to U.S. refiners 
is putting further pressure on U.S. price differentials with current September 
delivered buyers biding US$3.65 to US$4.00 under W.T.I. 

In conclusion, a further discount of approximately $0.70 per barrel to minus $6.90 
F.O.B. should be considered to compensate for freight increase of $0.30 and 
market increase of $0.40 respectively.. 

Thank you for your consideration to the above referenced points with regard to 
the establishment of a fair market formula price applied to August liftings. 


Sincerely, 



David B. Chalmers Jr. 


BAY04-01918 
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TO; 

S.O.M.O. 

ATTN; 

Mr. Mohammed A1 Jibouri 

FAX: 

01 1964 ! 885 3925 

FROM: 

David B. Chalmers, Jr. 

DATE: 

September 14, 2000 

REF; 

October O.S.P. 


As per previous months and requests, we respectfully have summarized below the market and economic 
considerations we hope will be considered as follows: 

1) Market 

While reported asking prices have increased versus last month, the realities for selling 
remaining unsold Basrah Light in the present buying period has resulted in several 
transactions below last month (ic, between WTl -3.55 to -3.85 as reported L.O.R. and per 
enclosed last sale, confidential) 

The above circumstances could improve, but competitive grades prices have dropped (ie Mars 
-4.80 from -3.75) 

2) Freight 

Vessels for October lifting's are now being fixed on average between WS 112 to 115 with 
one vessel (BP) at 130, which represents and average increase in rales since last month of 10- 
15 points or approximately $0.25*0.30A>arrel. 

As. U.S. Gulf Coasts lightering contracts have expired in recent weeks and months, new rales 
have increased approximately $0. 10-0. 1 5/barrcl corresponding to the increase in 80,000 
metric ton class vessel rate for CaribsAJSGC of between 50-100% since beginning of the year 
(ie, between WS 125 and 275). 

Increased OPEC output and in particular, recent and projected increased Saudi fixtures, has 
led to this month’s increase in rates, per above, and even higher rales offered late 
Octobcr/Novcmber. 


Kirkuk (U.S. Destination) 

For the limited contract quantities of Kirkuk with U.S. destination and appropriate O.S.P. 
price differential should be considered as follows: 

We appreciate S.O.M.O.’s consideration of the above reference, as per previous lifting 
periods, with respect to the submission of October O.S.P. prices. 
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1) Freight: Basis recent ULCC Fixture 

East Mediterranean versus Arab Gulf to West would indicate about 35 point premium 
fix>m Mediterranean equal to aj^roximatcly $0. 50-0.55/barrel cost savings. 

2) Maricet: 

Given typical U.S. Gulf refining yields, particulariy at this time of year, a maximum 
$0.15/barre! quality premium can be achieved. 

Therefore, the Kirkuk O.S.P. should not exceed $0.65-0.70/ban‘el over Basrah Light. 
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TO: 

O. Cwartni. (inireun Vlu F. RwhiImE} . %TI?I CIVORNO • TTAVY 

SOMO, BAGHDAD 

ATTN: 

Mr. Saddam Hassan 

FROM: 

Italtech S.r.l. 

DATE: 

November 13, 2000 

RE: 

December (O.S.P.) Basrah Light U.S. 


Dear Sirs: 

As per previous periods we are pleased to outline the current market conditions which are 
expected to be reflected in the December formula as follows: 


I. DELIVERED U.S. MARKET 

Recent spot transactions delivered U.S. are between WTl minus $4.00 - $4.20 for 
deliveries December. (Most recent January delivery minus $4.20). 

Therefore, market differential has decreased $0.20 / barrel. 

II. SHIPPING 

Freight rates as offered and fixed for December lifting are based on WS 130 
AG/US or approximately $3.10 / barrel. 

Therefore, fi'eight cost has increased by 10 WS points or $0.24 / barrel. 

III. SUMMARY OF EXPECTED RANGE OF SHIPPING AND HANDLING 
COSTS AS FOLLOWS; 


($/bbl) 

Best Case 

Worst Case 

Freight 

3.09 

3.09 

(@130 WSpts) 



Insurance 

0.02 

0.02 

L/C 

0.05 

0.05 
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Inspection 

0.02 

0.02 

($/bbl) 

Best Case 

Worst Case 

Outum Loss 

0.13 

0.15 

Demurr^e 
@ loadport 

0.03 

0.06 

Demurrage 
@ disport 

0.13 

0.15 

Lightering 

0.45 

0.50 

OPA 

0.02 

0.02 

Hedge Costs 

0.01 

0.01 

TVM \ 

0.13 

0.15 

Misc. 

0.35 

0.50 ^ 

TOTAL 

4.43 

4.72 

AVERAGE: 

4.5S 



IV CONCLUSION 

Based on the market and handling costs described above the fonnula WTT 
discount can be fairly established as follows; 

Average (Best - Worst) 

Shipping / Costs - 4.58 

Market Differential -4.10 





II yiiu have any ()nlbk■lll^ uvi-mim;’. iliis IransiiMssKiii. piv.iso i.ill us al (71 1) 7|(KI 

BAY04-02252 


.1 il!i -M 1(1 • i< ■: I ( • 


Permanent Subcommittee on Investi2ations 

PSI Minority Rpt - FN 9 1 





1115 


MEMORAr DUM 
TO: ALFA- ilCO 
FROM; BA ^OCL 

REF; JULY S.O.M.O. OSP PRICING FORMULA CONSIDERATIONS 


PLEASE SEND THE FOLLOWING TO S.O.MO. FOR DISCUSSIONS: 


REF: JULY PRICE FORMULA ( NORTH AMERICA) 


WE WOUL D RESPECTFULLY SUBMIT OUR IDEAS AND MARKET 
INFORMA TON HEIRIN FOR YOUR CONSIDERATION WITH RESPECT TO 
JULY OSP FRICES TO BE SET SHORTLY AS FOLLOWS: 

I. MARKl T DIFFERENTIAL 

■ ANY PF ICE INCREASE BN THE MARKET DIFFERENTIAL 

(NARR( IWBVG) SHOULD BE REFLECTIVE OF THE SUPPLY / DEMAND 
SITUA1 ION AS EXIST TODAY AND REASONABLE EXPECTATION OF 
THE FI tURE. 

■ THE Cl RRENT OVERHANG OF CRUDE INVENTORIES GENERALLY IN 
THE U. i. AND SPECIFICALLY IRAQI GRADES AVAILABLE AND 
OFFER iD FOR VOLUMES IN JUNE WELL IN EXCESS OF OVERALL 
REQUE lEMENTS DOES NOT CURRENTLY RESULT IN A REASONABLE 
EXPEC TATION OF IMPROVED CONDITIONS BY JULY. 

■ THE SI PPLY OF IRAQI CRUDE GRADES FOR THE 4™ PERIOD UNDER 
THE INCREASED DOLLAR LCVHTS SHOULD NOT RESULT IN PRICE 
DffFEF ENTAL INCREASES WHICH CORRESPONDS TO INCREASES 
FROM )THER PRODUCERS WHICH WILL REDUCE SUPPLY 
PARTU ELY THROUGH PRICE INCREASE. 


2. FREIGirr DIFFERENTIAL 


- THE A VI RACE FREIGHT RATES FOR JUNE AG/USG (ABOUT WS 60) ARE 
NOT OFFI RED SIGNIFICANTLY LOWER OR HIGHER FOR JULY 
RESULTBNG IN NO ADJUSTMNET REQUESTED OR APPROPRIATE. 
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n IS OUR CONCLUSION TEAT FUTHER INCREASES CV THE PRICE 
DIFFEREr TUL SHOULD BE POSTPONED UNTIL AFTER JULY AND 
MARKET CONDITION HAVE TIME TO EVIDENCE ACTUAL 
IMPROVEMENT INSTEAD OF EXPECTED TMPROVEMENT. 

WE LOOK FORWARD TO DISCUSSING BY PHONE ANY OF THE SPECIFIC 
MARKET CONDITIONS REFLECTIVE OF OUR SUMMARY STATEMENTS 
PER THE i iBOVE AT YOUR EARLIEST CONVIENIENCE. 


BEST REGARDS, 


ALFA-ECO 
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FAX FACTS 
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B 

BAYOIL 


TO: 

Ambassador Antonio Montero 
Chairman, U.N. 661 Committee 

CC: 

Mr. Eugene Young 

FROM. 

David B. Chalmers, Jr. 

President 

Bayoil (USA) Inc. 

DATE: 

October 23, 1998 


Dear Ambassador Montero: 

As you may recall, our company Bayoil was one of the companies participating in the Iraqi oil sale 
during the first and second period. 

However, since that period our participation has been only indirect, resulting from our cooperation 
with several Russian companies currently favored by S.O.M.O. as preferred customers. As a result 
of this cooperation our company regularly lifts Iraqi crudes for U.S. destination to be further 
distributed to many independent refiners that we represent. Specifically, our current liftings exceed 
200,000 barrels per day on average. 

Because of our participation in this market we regularly provide S.O.M.O., the U.N. Overseers, and 
our Russian suppliers required market information regarding spot prices in the U.S. as well as freight 
market conditions which apply to each monthly period in an effort to help S.O.M.O. and the U.N. 
establish fair market price formulas each month. 

In this connection, we are obliged to report to your Committee that the market prices for the month 
of November, particularly for U.S. destinations as submitted by S.O.M.O. to the U.N. are completely 
out of line with the conditions in the market today. We understand that in the past the 661 
Committee has rqected prices submitted by S.O.M.O. for being considered too low which we believe 
likewise the Conunittee should consider such a rejection in November resulting from being 
considerably too high and not in accordance with guidelines to be representative of fair market 
conditions. 

1 believe the best way of explaining to your Committee our conclusions about the prices submitted 
will be to enclose a copy of correspondence recently sem to S.O.M.O. by our company which 
outlines the conditions in the market that have not been included in the prices submitted by S.O.M.O. 


BAYOU (USA) INC. 600 TIiAVIS, SUITE 6110 HOUSTON. TX 77002 713 222 7100 FAX, 713 224 8101 TLX, 3771825 
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Ambassador Antorao Montero 
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Due to the fact that most of the U.S. refiners which ultimately receive these quantities have 
committed to November liftings well in advance and therefore cannot easily change or substitute for 
more economic grades on short notice. This would therefore result in substantial economic penalties 
to these refiners if the prices currently submitted are imposed upon them. 

We are hopeful the Committee will take into consideration the actual market conditions today which 
can easily be substantiated by others in the establishment of a fair market formula for November 
shipments. 

Thank you for your assistance in this matter. 
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TO: 

AlfaEco/TNK 

ATTN: 

Andrei Toutdmin 

FAX: 

011-7095-956-3349 

FROM. 

David B. Chalmers, Jr. 

DATE: 

March 16. 2000 

RE: 

April O.SJ>. 


Dear Andrei: 

Grateful if you could forward following to SOMO: 
QUOTE: 


TO: SOMO. Baghdad 

ATTN: Mr. Mohamitked Al-Iibouri 


Please find below our ideas and concerns regarding April pricing based on matket and freight conditions 
for your guidance and consideration: 


A. MARKET 

1. TheriseincrudeatidlaggingctackspRadsintheU.S. differentials and U.S. starting to see 

weakening bids. 

2. U.S. Refiners are baddng out crude and offering to the tnarket. 

3. Excess Basrah Light crude currently being offered in April at WTI less USD 1.75-1.80 with little 
interest from buyers. 

4. Uncertain whether delivered values will deteriorate further due to impending OPEC increase. 

B. FREIGHT 

1 . Due to real increase in demand for large vessels based on OPEC production increases and other 
faaors, worldscale rates have catapulted from WS 42.5 to WS 62 S 

2. Newer vessels are offering WS 65 plus as Saudi formulas adjust freight from low USD 0.40’s, A 
SOMO adjustment of about USD 0.45 would be appropriate to cover this itKtease. 
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P««e2 

AiaEeo/TNK 


C OTHER 

1. Due to the tbtolute high ptices, which have cuntntiy developed over aevtii( .iiiii|i|^4e 

ooneqjonding costs of time value monq'. in-tnnsit losses and faisutaiioe wotdonMk in m 
average USD 0.10 perbanel cost increase over the same period. 

We hope fee above is of assista n ce. 

Best regards, 

UNQUOTC 

Thanks for your assistance. 

Best regards, 

David B.C3ialmets,Ir. 

For and on behalf of 

Bayoil Supply A Trading limited 


BAY04-01348 
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ATTN: 

FAX: 


SOVOIL AG, ZURICH 
Mr. Sergei Sharaphov 
011-411-363-1661 
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FROM: Ludmil Dionissiev 

DATE: July 28, 2000 


Dear Sergei: 


PLEASE FORWARD FOLLOWING TO S.O.M.O. 

Quote: 

We have nominated and we intend to lift on the 7 of August There was a lot of pressure 
from SOMO to accept this very unfavorable lifting date and we have accepted it 
It is our duty to inform you that the petroleum market is experiencing new and very 
profound changes and if SOMO doesn't react on time there shall be negative market 
consequences of an unspecified magnitude. 

Mainly there are two factors that are not helping the marketing of Basrah in the USA. We 
believe that you know them, however it is our duty to inform you about: 

Market: 

U.S. price for sour crude weakened recently due to oversupply and availability of 
cheaper grades from other producers. 

Marine transportation: 

Rates for ULCC/VLCC are almost approaching WS 100. That corresponds to a 
freight increase of $0.30-35 per barrel. 


For Basrah Light to keep its competitiveness with other grades we think that further 
adjustment to SOMO OSP for August of $0.75-0.80/ barrel is needed. 


Sincerely, 
Unquote 
Best regard^ 
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DA.TE: July 28, 2000 


Dear Mr. Pokhov, 

t shall be very grateful to you if you send the following message to the general director of 
SOMO. This is very urgent! 

Quote: 

We would like to provide you with some market information With regard to the price 
formula for August 2000 liftings. 

Due to recent changes in the market the price formulation at present is not sufficient 
As you may be aware we have nominated vessels for lifting on 1 and 10 of August and we 
are facing marketing difficulties. 

Please take the following ftctors into consideration: 

1. Freight: increase of $0.30 - 35 per barrel due to excessive increase in Worldscale 
rates. 

2. Petroleum Market 

Almost all other producers supplying the USA have dropped their price 
formulations by more than 50 centsfbarrel. 

To keep lifting of Basrah and to keep the competitiveness of the crude grade, we need 
SOMO’s immediate further price reduction for August to a total of 80 csnts/barrel. 

We hope to hear from you soon. 

Sincerely, 

YNP 
Unquote 

Thank you for your assistance. 

Best regards, 
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TO: : Rosnefteimpex, Moscow 

ATTN: Mr. Poukhov 

FAX: 0117095 941 6035 

FROM: Ludmil Dionissiev 

DATE: Jafy28,2000 


□ear Mr. Pokhov, 

I shall be very grateful to you if you send the following message to the general director of 
SOMO. This is very urgenti 

Quote: 

We wouid like to provide you with some market information with regard to the price 
formuia for August 2000 liftings. 

Due to recent changes in the market the price formulation at present is not sufficient. 

As you may be aware we have nominated vessels for lifting on 1 and 10 of August and we 
are facing marketing difficulties. 

Please take the following factors into consideration: 

1. Freight increase of $0.30 - 35 per barrel due to excessive increase in Worldscale 
rates. 

2. Petroleum Market: 

Almost all other producers supplying the USA have dropped their price 
formulations by more than 50 cents/barrel. 

To keep lifting of Basrah and to keep the competitiveness of the crude grade, we need 
SOMO’s immediate further price reduction for August to a total of 80 cents/barrei. 

We hope to hear from you soon. 

Sincerely, 

YNP 
Unquote 

Thank you for your assistance. 

Best regards, 
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TO: PETROVIETNAM 

PETROLEUM TECHNICAL SERVICES COMPANY 
ATTN Mr. Nguyen Manh Hung 

CC: Tran Minh Tuan 

FAX: 84.4.7336589 

FROM: David B. Chalmers, Jr. 

Date: September 24, 2000 

REF: OSP Discussions October Liftings 


Dear Mr. Hung: 

Due to the impending liftings in October for Basrah Light and Kirkuk for U.S. destiruition and per our usual 
practice of providing market information and price proposals to S.O.M.O. prior to the establishment of the 
monthly {vice, please forward our suggested ^ to S.O.M.O. from PTSC on the subject as follows: 


QUOTE 


TO: 

ATTN: 

S.O.M.O., Baghdad 

FROM: 

PTSC 

REF: 

October Formula Price 


Due to our impending liftings of Basrah Light and Kirkuk in October, to be intended for delivery to the 
U.S., we would (vopose S.O.M.O. consider to submit formula prices which are adjusted from September to 
include the following market factors: 

A. FREIGHT COST 

1. The freight com{>onents of the formula discount should compensate for the average increase in 
VLCC rates since September of between 15-20 World Scale points, equaling between $0.35 - 0.45 
fier barrel. 

B. MARKET DISCOUNT 

i. The market price difference to W.T.I. has depreciated, or widened, for other sour crude grades 
such as Mars, Poseidon, W.T.S., Venezuelan Light, of between $0.25 - 0.75 per barrel since 
September. 

ii. The U.S. (S.P.R.) will be offering sour crude for delivery beginning October totaling 1 5 
million barrels which should contribute to a further sour market adjustment for all grades in 
the near future. 
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C. OUALITY/LOCATION PREMIUM KTRlOjk 

i. The typical U.S. refinety values for Kirkuk are currently allowing for $0.10 - 0.20 per barrel 
versus Basrah Light at Ae same location. 

ii. The average freight saving for Kirkuk versus Basrah Light would range between $0.40 - 0.60 
per barrel basis Ore flat rate diflference applicable for between a 20^0 Wm'ld Scale point 
market premium, basis the range in vessel size. 


Based on die above fltctors an adjustment to the October O.S.P. for Basrah Light and Kirkuk would be 
justified as follows: 


For Basrah Light 


From: (WTI Platts) 

minus 

$6.70 / barrels 




+ 

$0.35 -0.45 (freight) 




+ 

$0.25 - 0.75 fmarkert 



To: (Wn Platts) 


$7.30 - 7.90 /barrel 

For Kirkuk (U.S.) 


At: (Wn Platts) 

minus 

$7.30 




- 

$0.40-0.60 




- 

$0.10-0.20 



(WTI Platts) 


$6.80 -6.50 /barrel 


Sincerely 

UNQUOTE 

Thank you for your assistance. 
Regards, 

David B. Chalmers, Jr. 


BAY04-01900 
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TO: 

ROSNEFTE IMPEX 

ATTN: 

MR. POUKOV 

FAX: 

70959416035 

DATE: 

OCTOBER 4, 2000 

FROM: 

LUDMILDIONISSEV 


PLEASE FORWARD THE FOLLOWING TO S.O.M.O.: 
QUOTE: 

TO: S.O.M.O. 

ATTN: Mr. Saddam Hassan 

FAX: 0119641 885 3925 

DATE: October 5, 2000 

REF: October O.S.P. 


We appreciate your review of the more current market considerations below since our previous discussions 
concerning the October price formula, particularly in consideration of our upcoming lifting on October 1 5, 
2000. 

1) Basrah Light market (U.S. Destination) 

Due to increased supplies of competitive crude grades and cotresponding lower spot and/or 
official selling prices established for these grades, the Basrah Light market corresponding 
delivered market value has deteriorated fiirther in recent days of approximately SO.SO/barrel 
(or between -4.00 to -4.20 less than WTI Platt’s) 

2) Freight/Other Costs 

Current fieigbt and transshipments costs as per our previous discussions has increased even 
further since that time, which combined with all the other various costs for our customers 
could well exceed $4.00/barrel. 

Therefore, the currently proposed formula prices submitted for October (WTI -7.00) 
compared to the figures described above would result in severe economic hardship or 
disadvantage to our customeis, which according to past practice would be considered by 
S.O.M.O., by way of a further interim month price adjustment. 


Furtheimore, we feel that if S.O.M.O. should adapt quickly to such market charges by way of a further 
price adjustment then market share could be maintained at a time when refiners are under pressure to 
purchase alternative grades from other producers. 

Best regards. 


ROSNEFTEIMPEX 

UNQUOTE 

BAY04-01891 


Permanent Subcommittee on Investigations 

^^PSminoritj^Rpt-^^ 
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ffVqNSMIT REPORT 

2000.10-04 18:57 
713-224-8101 
BRYOJL 713-224-0101 


COM 

No. 

REMOTE STRTION 

STBRT TIME 


PfKlES 

RESULT 

USER 

ID 

REMARKS 

s 

47 035 S41 6036 

10-04 10557 

1 00' 37 1 

01/01 

OK 




7460210102 


TO; 

ATTN; 

FAX: 

DATE: 

FROM: 

ROSNEFTE IMPEX 

MR.POUKOV 

709S9416035 

OCTOBER 4, 2000 

LUDMILDIONISSEV 

PLEASE FORWARD THE FOLLOWING TO S.O.M.O.; 

QUOTE: 

TO; 

s.oxto. 

ATiN; 

Mr. Saddam Husan 

FAX: 

0U9641 885 3925 

DATE: 

Octobers, 2000 

REF: 

October O.S.P, 


We ipprecwte your review of tbe more e^rreot nwicet conrideratioos belcrw tfinco our previous discussion 
cwcenws die October price fonnul*, pvricultriy m cowidentioo of our iq>conuns lifting on Oet^>er 15, 
2000 . 

1) Basrah Light market (U.S.Ctestinstioa) 

Oue to increased supplies ofieompetitiYe crude grades and conesponditig lower spot and/or 
ofBciai celling prices establiNhed fyt ibesc grades, Ok Basrah Light maritei coiTe^ondmg 
delivered mark^ value has deteriorated finther in recent days of sji^xiinately $O.SO/barreI 
(or between -4.00 to -4.20 leas than WTI Platt’s) 

2) Freigbt/Otber Costs 

Current freight nsd transshipments costs as per our previous discussions has incmssed even 
frirdier since that time, which combined wi^ all the other various costs for our customers 
could well exceed S4.00/bairel. 

Therefore, the correnily proposed fonnuls prices submitted for October (WTI -7.00) 
Mropared to the figiires described above would reault in 


BAY04-01892 
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.RRNSMIT REPORT 


29(09- 19-9A ISiOS 
713-22^-8101 
BRYOIL 713-224-8101 


COM 

No. 


503 


REMOTE STPTION 


713 7818377 


!sTRRT TIME 


10-04 lS!e2 


DURRTION' 


00' 45 


PPQES 


'01/^1 


reSULT 


OK 


USER 

ID 


REMRRKS 


74S0210182 


TO: 

Arm: 

FAX: 

DATE; 

FROM: 

ROSNEFTE IMPEX 

MR. POUKOV 

70959416035 

OCTOBER 4, 2000 

LUDMILDIONISSEV 

PLEASE FORWARD THE FOLLOWING TO S.OM.O.; 

QUOTE: 

TO: 

S,O.M.O. 

ATTN: 

Mr. Saddam Hsssan 

FAX: 

0119641 8853925 

DATB: 

Ootober 5, 2000 

REF: 

October O.S.P. 


We appreeitte your review of the more cttrrent coneideratiODs below sioce our previous diseussioas 
concerning the October price formula, particularly in coaiideratiofl of our upcoming lifting on October 1 5, 
2000 . 

0 Bewah Light market (U.S. DeKtinadoc) 

Due to iacreased auppUes of competitive crude grades and eone^oding lower and/or 

oHicia] selling pnees established for these grades, the Basrah Li^i roariwl correspondiiig 
tklivered market value bas deteriorated further in recent daya of approximately $0.5<VbaRe] 
(or between -4.00 to -4.20 less tboo WTl Plan’s) 

2 ) Frei^t^Othor Coats 

Currmil flight and traasshiphtoitM coats as per our previous diacusstow has increaaed even 
further since that time, which combined with all the other various costs for our customers 
could well exceed $4.00^arTeI. 

Therefore, the currently pressed formula prices submitted for Octobw (WTI -7.00) 
compared to the figures described above would result In 


BAY04.01893 
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BAYOIL 


To : U.N. OVERSEERS 
Attn; Mr. Alexander Ktamar 
Mr. Michel Tellings 
Mr. Morten Buur- Jensen 

Fax: 212-963-1628 

From: David B. Chalmers, Jr. 

Date: October 25, 2000 

RE : BASRAH UGHT NOVEMBER OSP (NORTH AMERICA) 

We would like to bring to your attention the serious imperfections in the Iraqi OSP’s that 
have been maintained for October Basrah Light loadings for the U.S. We beheve diese 
prices to be so seriously overvalued that we are certain that immediate adjustments are 
required for November liftings. 

The above referenced price adjustments are based on recent analysis of actual 
experienced costs associated with recent shipments of Basrah Light crude oil from Mina 
A1 Bakr to USGC together with the conside^on of recent market price changes for 
similar crude oil grades as well as taking into account the current high fieight rates. 

Also included, and not to be forgotten, ate the increases in the handling and other costs 
(mainly, but not lintited to, the increase in the fundamental oU price itself) not previously 
taken into account in recent price adjustments. 

Please note that this-correspondence concludeathat it is imperative that the proposed 
discount for November loadings ex Mina A1 Bakr for Basrah Light to U.S. is revised 
fiom the current -$7.00/ bbl to -$8.49 /bbl. 


BAY04-01242 


BAVai SUPPIY 4 IJAOING IIMIIED 


P.O. BOX CB129I8 NASSAU BAHAMAS 242 362 4731 FAX: 242 362 4733 TlX; 20644 
Permanent Subcommittee on Investigations 

PSI Minority Rpt - FN 95 
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1)SUMMARY OF FREGHT / HANDLING / OTHER COSTS (CURRENT CHANGES) 




Since September 

Freight (@WS 130) 

3.06 

40.56 



OtfUfes in die last 

«nt lyinrtin 

Insurance 

0.02 

40.01 

Letter of Credit 

0.05 

40.025 

Inspection 

0.03 

40.01 

Outturn Loss 

0.15 

40.07 

Demurrage @ Loadport 

0.06 

40.04 

Demurrage @ Discharge 

0.15 

40.07 

Lightering 

0.50 

40.20 

OPA 

0.02 


Hedge Costs 

0.01 


TVM 

0.15 

40.07 

Miscellaneous 

0.35 

40.10 

TOTAL 

4.55 

0.595 + .56 


BAY04^)1243 
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2)SUMMARY OF MARKET / FORMULA PRICE CHANGE 



B LIGHT 

MARS 

WT5 

AVG SPOT OCTOBER 

WTI-3.30-3.40 

WTI-3.80 

:WTI-2.20 

AVG SPOT NOV 

WH-3.90-4.10 

WTI-7i)0 

"WTI-320 


-$0.60-0.70/BBL 

-3J20®BL 

-$I.00/BBL 


A LIGHT /A MEDIUM 

MAYA 

AVG FORMULA OCT 

WTI-4.65/5.80 


WTI-7.70 

AVG FORMULA NOV 

WTI-5.05/6.60 


WTI-8.70 


-$0.40-0.80 /BBL 


-$I.00/BBL 


3)TAKEN TOGETHER IT IS POSSIBLE TO SUMMARISE THE OVERALL 
CHANGES 

FREIGHT $0.56 /BBL 

ASSOCIATED COSTS $0.53 /BBL 

SOUR MARKEK see above) SLOO/BBL 


BASIS SEPT OSP DISCOUNT $6.70 / BBL 

REQUIRED DISCOUNT FOR $8.79/BBL 

NOVEMBER 


It can be clearly seen fiom the above that the October OSP of -$7.00 FOB fra Basrah 
Light was &r too expensive and has not been used as a base in this purpose. 


BAY04-01244 
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It can be clearly seen fiom Ac above that the October OSP of -$7.00 FOB for Basrah 
Light was &r too expensive and has not been used as a base in this purpose. 


The price discount for October is thus completely inconsistent with current market 
conditions and has lead to severe price dislocations in the delivery of sour barrels to US 
and thus needs to be revised with immediate effect 

Best Regards 


r' 

V. 


O' 

- JO. 


David B. Chalmers, Jr. 


BAY04-01245 
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BAYOIL 


TO : U.N. OVERSEERS 

ATTN : Mr. Alexander Kramar 

Mr. Michel Tellings 
Mr. Morten Buur-Jensen 

Fax: 212-963-1628 

FROM: David B. Chalmers, Jr. 

DATE: October 25, 2000 

RE: Basrah Light and Maya Value Comparison - U.S. Gulf 


One of the most, if not, the, most competitive grades to Basrah Light is Mexican Maya. 
The relative margins between these grades, combines with the ready accessibiUty of the 
short haul grade, largely determines the refiners perception of the value of the Basrah 
Light crude oil ex Mina A1 Bakr. 

The following is based on Platts data for 24 October 2000. 



S/BBL 

Basrah Light 

VBBL 

Mava 

GPV(l) 

34.97 

31.92 

Freight Costs (2) 

4.48 

1.04 

Current Job (3) 


25.65 

Refiner’s Mar^ 

m 

5.23 


The above indicates that Basrah Light is too expensive with respect to Maya by 
$1.05/bbl. 

It is apparent fit>m this data that Maya FOB price is $0.66/bbl cheaper than Basrah Light 
basis the composite formula which is directly comparable. 


BAY04-01236 


BAYOU SUPPIY S TRADING UMITED 


P.O. BOX CBI29I8 NASSAU BAHAAAAS 242 362 4731 FAXi 242 362 4733 TlX: 20644 
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Thus, we can state the following: 



Benefit of Maya 
Over Basrah Li^t 


$/bbl 

GPV 

-3.05 

FOB 

0.66 

Freight / Costs 

3.44 

+$1-05/ bbl 


Sincerely, 



David B. Chalmers, Jr. 


BAY04-01237 
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BAYOIL 

TO : U.N. OVERSEERS 

ATTN: Mr. Alexander Kramar 

Mr. Michel Tellings 
Mr. Morten Buur-Jensen 

Fax: 212-963-1628 

FROM: David B. Chalmers, Jr. 

DATE: October 25. 2000 

RE: Pricing for November Basrah Light loadings ex Mina Al Bakr (North 

America) 


We would like to draw to your attention the serious imperfections present in the current 
discount of WTI (second month) less $7.0/bbl for Basi^ Light loadings Bom Mina Al 
Bakr during the month of October for North America destination and the requirement for 
correct pricing for November. 

Without doubt any continued imperfect pricing will lead to serious and on going 
difSculties arid disruptions to the refiners in North America and the situation can only be 
described in the most pessimistic manner. Not least this situation has been and will be 
compounded by the release of 30 million barreb of crude oil from the Strategic 
Petroleum Reserve and the increase in OPEC production of 500,000 bpd due to the 
implementation of the $28.00 OPEC basket price trigger. . 

In general the proposed SOMO pricing has not taken into consideration the market 
stqtply costs of other competing contract grades, has fiuled to appreciate the true value of 
the crude oil to the refining companies as competed with the fiill suj^Iy/refinety 
economics of competing grades, and has not considered the true increase in actual cosb 
of supplying BasrahEi^t itself. 

The general evident weakness in Sour crude prices b being driven by undoubted 
increased availabilities resulting fiom the recent decisions taken by OPEC over world 
supply patterns 

Thb b most clearly expressed in the escalating fieight rates for current spot charters as 
against the fixed fieight element that b present in the competing Aiamco contractsfsee 
below). 


BAY04-01238 


BAVOll SUPPIY S TJADING UMTED 
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Not least the proposed SOMO pricing has underestimated the yield structure of products 
emanating from processing Basrah Light with respect to other crude oils such as 
domestic grades, short haul inqxnts and long haul contractul batrols. 

The correct pricing for Basrah Light needs to accommodate the wide differential that 
exists between die i^te oils (eg gasoline and gas oil with tight qiecificatioa 
requirements) and black oils (eg fuel oil) that cuiiendy exist at the moment. These 
differentials ate putting continued pressure on the sweet-sour crude spread and this &ct 
must be recognised in the pricing policy decisions of the siqipliers of sour crude oil to the 
world’s oil markets. 

The October discount of -S7.0/bbl does not neatly compensate for the issues introduced 
above and has involved the lifters with serious losses. 

Please find below several examples that demonstrate these issues and, in doing so, lend 
their suggestions to the correct discounts required for the pricing of November loading 
Basrah Light cargoes to North America. 


A) BASRAH LIGHT COMPARED TO WTI 


GPV* difference @ the same -$3.91/bbl 

location and current market 

prices 

VLCC fieight and other costa -$4.48/bbl * * 

fix>m Mina A1 Bakr to USGC 


FOB Discount reqtnred 


-$8.39/bbl 


• GPV Gross Product Value is the outturn value of the produced 
products/feedstocks to the refiner as a result of processing the crude oil, 

• This difference is in ftct the current market price offWn for Basrah Light in 
USGC 

• This siqiply cost is broken down as follows 


Freight (@WS 1 30) $3.06A)bl 

Insurance,l/c4nspectionJoss,OPA4iedge costs SOJ28/bbl 

Lightering/demurrage $0.64/bbi 

TVM $0.l5/bbl 

Others $0.35/bbl 


BAY04-01239 
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This means bat at a delivered value of WTI less $3.91/bbl (the current market level )the 
associated fob price should be WTI less S8.39/hbl. 


B) ARAMCO ARAB UGHT FOR DECEMBER ARRIVALS (EFFKmVE 
NOVEMBER LOADINGS) 


Price Differential for fob Arab Light -$5.05/bbl 

(OfBcial Aramco Pricing for November loadings 
ex Ras Tanura ) 


Cunent Freight Adjustment for 

ArabLi^ttoUSGC .$2.17/bbl 


GPV difference for Basrah Light vs Arab Light -SO.SO/bbl 


Freight Diffoential Mina A1 Bakr/ Ras Taniua -S0.06/bbl 

Unique Costs for Basrah Light : 


Lightering/Demunage •$0.64/bbI 

TVM -$0.15/bbl 

Loss,OPA4nsutance •S0.19/bbl 

Others -$0J5/bbl 


REQUIRED FOB DISCOUNT FOR BASRAH UGHT -$9.1 1/bbl 


This further reduction anticipates the continued downward pressure on the price of sour 
barrels in be Western Hemi^bere. It is of the crucial importance that SOMO is aware 
of these factors and responds accordingly. 


BAY04-01240 
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C) BASED ON MARKET VALUE OF COMPETING WTS DOMESTIC GRADE 


Current Maricet Price of WTS 

-$3.22/bbl 

GPV difference 

•$0.77A)bl 

Freight on Basrah Light 

.$3.0(»/bbl 

Other Costs (see before) 

-$1.39/bbl 

REQUIRED FOB DISCOUNT FOR BASRAH UGHT 

-S8.44/bbl 


These three illustrations alone conclusively demonstrate the problems for lifters that will 
arise through any continued implementation of the October discount of -$7.0/bbI for 
November., 

It is dius imperative that this discount is itself adjusted downwards to somewhere in the 
region of >$8.40 to -$9.1 1/bbl for all Basrah Light cargoes loading fiom Miiu A1 Bakr 
beginning in November. 

We hope the above will prove of interest to you and will assist you in your deliberations 
for November pricing. 


Best Regards 



David B. Chalmers, Jr. 


BAY04-01241 
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TO: UN OVERSEERS 

ATTN: Alexander Kramar 

Michel Tellings 
Morten Butir-Jensen 

FAX: 212-963-1628 

^ FROM: David B. Chalmers, Jr. 

DATE: November 20, 2000 

REF: December (OSP) Basrah Light 


Dear Sirs: 

I. Shipping Cost Factor 

A. Lightering 

In addition to the information provided yesterday regarding VLCC overtime, 
please see enclosed recent cha^ for littering. While the specfic charges 
rate average $230.000.00 or typically $0.47 / bbl, current avails are indicated 
up to $250,000.00 average to Caribs rates. 

B. VLCC Market Freight 

Based on WS 137 now fixed and offered, a further increase of $0.10- 0.15 / 
barrel should be considered. 


II. Total Net Back Formula 


Based on clarification to the above referenced freight costs, in addition to the 
other costs outlined in our original memo, the following F.O.B. formula 
should be fully justified based on market conditions : 


BAY04-01820 
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Freight 


3.30 /bbl 

Lightering Demurrage 

+ 

0.74 /bbl 

Other Direct Costs 
(per memo) 

+ 

0.46 /bbl 

Average Misc. Costs 
(overruns cost/aquis) 

+ 

0.20 -0.35 /bbl 

Total Average Costs 


4.70 - 4.85 /bbl 

Plus 



Market DifF. Delivered 


4.00 - 4.20 /bbl 

(F.O.B.) WTI 


8.70 -9.05 /bbl 



Bayoil Supply & Trading Limited 


BAY04-01821 
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BAYOIL 


TO: UN OVERSEERS 

ATTN; Alexander Kramar 

Michel Tellings 
Morten Buur- Jensen 

FAX: 212-963-1628 

FROM: David B. Chalmers, Jr. 

DATE: November 20, 2000 

REF; February O.S.P. Formula Prices (N. America) 


Dear Sirs; 


We are pleased to provide you current market assessments for Iraqi crude and other 
grades, based on recent transactions concluded, and actual refinery valuation comparisons 
applicable for such grades for typical users as follows: 

I. U.S. Market 

The itemized market assessments and /or recent changes for Iraqi grades and 
major competitive grades should be accounted for within the February price 
formula as follows: 

1 . Current spot transactions (see enclosed contracts) for Basrah Light 
received in US Gulf have changed little since last reviewed (re; 4.50- 4.60 
from 4.i«)- 4.50). 

Note; However, the change since the December O.S.P. assessment of 
(W.T.I. -4.00 to 4.20 has not been reflected in the January O.S.P. 
charge). 

2. The spot transaction for primary competing grades have depreciated since 
January O.S.P. assessments (12/20) as per Platts / other sources outlined 
below: 


BAY04-01838 
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Pagi2 





From 12/20 

to 

1/10 

Mars 

. 

W.T.I. 

-5.50 -5.60 

to 

7.00 

Poseidon 

- 

W.T.I. 

-3.80 -4.20 

to 

6.10 

Oriente 

- 

WT.I. 

-7.20 (F.O.B.) 

to 

9.50 

Mesa 

- 

W.T.I. 

-3.20 

to 

4.10 

W.T.S. 

- 

W.T.I. 

-2.75 

to 

3.45 


3. The official formula price for Arab Light has been reduced by $. 1 5/ per 
barrel. 

Note: (Freight, lighter, other delivered cost subsidy to Buyers max 
$0.20/bbl). 

4. Maya formula discount imchanged. 

Note: Still substantially more competitive on a quality adjusted basis (see 
margin comparison). 

5. Delivered price comparisons for currently offered primary substitute 
grades to Basrah Light, adjusted for typical refinery yield difference as 
follows: 



Gpv Vs. wn 

FOB Vs. wn 

Landed at Vs. 

wn 

Relative Margin 


A.U 

- 8.60 

- 4.30 

- 0.44 

Oriente 

- 4.84 

- 9.50 

- 7.00 

+ 2.16 


- 8.48 

- 11.44 

- 10.12 

+ 1.32 

Mars 

- 1.14 

- 7.03 

- 7.03 

+ 1.89 

A. Medium 

- 5.41 

- 7.35 

- 6.15 

+ 0.74 

A. Light 



- 4.00 

- 0.40 

A. Heavy 

- 6.68 

- 8.75 

- 7.55 

+ 0.87 


1 Brent I 

-0.80 

4.23 

-1.88 

+1.08 


+0.50 

4.23 

-1.15 

+1.65 


KIRKUK -U.S. GULF 


As per previous correspondence, the O.S.P. formula should reflect typical freight cost 
savings, plus quality premium adjustment as follows: 


BAY04-0183$ 
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Page 3 


Freight Savings; $0.45 - 0.50 / barrel 
Quality; $0.15 0 0.20 / barrel 

$0.60 - 0.70 / max 


CONCLUSION: 

While delivered spot Basrah Light levels have changed little in recent weeks (i.e. -$0. 10 
- 0.20), it is imperative to take into account the changing spot values and comparative 
margins of the other grades available in the spirit of establishing fair formula prices under 
the Oil-for-Food Program guidelines. 

It is in this connection it is particularly important for such long haul destinations to 
establish prices which will compete on arrival and thereby encourage regular nominations 
and liftings under the Program. 

(i.e. Recent experiences for Lifters in September - November 2000, whereby spot values 
for those liftings on arrival have gravitated to the relative value of other grades and, 
therefore, a net back to Lifters substantially below the O.S.P. at time of lifting). 


Sincerely, 



Bayoil Supply & Trading Limited 


BAY04-01840 
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B 

BAYOIL 

TO: 

ATTN: 

UN OVERSEERS 

Alexander Kramar 

Michel Tellings 

Morten Buur-Jensen 

FAX: 

212-963-1628 

FROM: 

David B. Chalmers, Jr. 

DATE: 

January 31, 2001 

REF: 

Differential delivered FOB Basrah Light and FOB Kidoik for European 
Destination 


It is very important that these two grades are priced 

in equilibrium with each other 

so as to provide the suppliers with equivalent opportunity to supply either grade. 

This differential can be arrived at in a number of ways: 

A.) Basis CIF Augusta utilizing Sumed for Basrah 


B.) Basis CIF Augusta utilizing Cape Voyage for Basrah 

C.) Basis CIF Amsterdam utilizing Cape Voyage for Basrah 

A.l Basis CIF Aucusta/Basr^ Stffllft} 

S/BBL 

Kirkuk job (current) 

-3.00 

Freight to Augusta (LR2(ail50W.S. pts) 

0.82 

LC/Euro 

0.10 

Insurance/Inspection etc 

0.04 

Landed Augusta 

-2.04 

Quality differential for BL/K 

-0.57 

Landed BL Augusta 

-2.61 

LR2 Freight Sidi Kerir/Augusta (150W.S. pts) 

-0.57 

Sumed 

-0.44 

Insirrance/lnspection 

-0.04 

LC/Euto 

-0.10 

VLCC MAB-Air Suhhna Freight (125W.S. pts) 

-1.01 

FOB MAB 

-4.77 

Differential FOB Kirkuk/Bastah Light 

+1.77 

B.) Basis CIF Aueusta/Carre Vovaae for Basrah 

$BBL 

Ceyhan -Augusta LR2 (150 W.S. pts) 

0.82 (see A) 

MAB -Augusta/CapeAT,CC(90W.S.pts.)2.41 

-Premium for this voyage with 


VLCC being “out of position” 

BAY04-00796 

Quality Differential at Augusta Kirkuk/Bastah Light 

0.57 
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FOB differential required Kiikuk/Basrah Light 

2.16 

C.l Basis Cff Rotterdam/CaDC Vovaae for Basrah 

$BBL 

MAB- Rotterdam (85W.S. pts) 

2.36 

Ceyhan-Rotterdam (1 15W.k pts) 

128 

Quality Differential 

0.62 

FOB Differential Required Kirkuk/Basrah Light 

1.70 


In conclusion it can be seen that the required FOB differential between Kirkuk ex Ceyhan 
and Basrah Light ex Mina A1 Bakr is 

A. 1.77 

B. 2.16 

C. 1.70 


Average 1.88 


The proposed differential of 4.50-3.0 for February is clearly not wide enough to 
represent true market value. 

Best regards, 


David B. Chalmers, Jr. 


BAY04-00797 
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BAYOIL 


TO: UN OVERSEERS 

ATTN: Alexander Kramar 

Michel Tellings 
Morten Buui-Jensen 

FAX: 212-963-1628 

FROM: David B. Chalmers, Jr. 

DATE: January 3 1 , 200 1 

RE: FREIGHT CONSIDERATIO FOR PRICING CRUDE OIL FROM MINA 

ALBAKR 


Dear Sir: 

You will be aware that for our dedicated February loading program (which involves 
nominationa and vessel pricing), prior to the actual month of loading. This involves 
"locking in” market freight rates significantly ahead of the loading program; it is 
absolutely clear that the OSP deliberations should, therefore, be based on this “fixing 
window” rather than any later period. If tlus is not the case this puts the companies 
where nomination procedures are consistent with the SOMO contract at a sipiificant 
disadvantage. This is particularly evident in any periods of supply disruption with 
nomination delays (as is the case here). 

To put it another way, the current OSP deliberations for February Basrah Light should 
consider the worldscale market in the period 10-23 January 2001. This should especially 
apply to the first half February loadings. To facilitate your research we list below some 
relevant charters over the period 10-23 January for fixing in the loadmg window first half 
February. 

You will immediately notice that the appropriate rate to use for first half February 
loading is about 95 points WS. 

The election of a lower rate would penalize regular such lifters, such as our good selves, 
against lower rate opportunities that exist for available nomination windows in the second 
half of the month. 


Best regards, 

David B. Chalmers, Jr. 


BAY04-00798 


BAYOU SUPPIY i TRADING UMITEO 


P.O. BOXCBI29IS NASSAU. BAHAMAS 242 362 4731 FAX: 242 362 4733 TlX 20644 
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DATE 

VESSEL 

MT 

WINDOW 

VOYAGE 

RATE 

CHARTERS 

15/1 

Kap.Hiotic 

400 

4/2 


87.5 

Chevron 

16/1 

Suva 

270 

rjg/i 

MAB/West 

97J 

Sempra- 

Fail^ 

12/1 

Ness 

255 

20/2 

MEG/SAFR 

113.75 

Sassi 

18/1 

Hyundai 

Sun 

260 

912 

MEG/lndia 

120 

India 

19/1 

Christina 

280 

1/2 

RT/RSEA 

973 

Vela 


Verona 

265 

5/2 


1(G3 

Agip 

23/1 


280 

512 

MEO/USGC 

95 

Vela 


Orient 

Tiger 

mm 

14/2 

MEGAJKCM 

95 

Stasco 








11/1 

Tanker 

TBN 

270 

5/2 

MAA/USGC 

97.5 

KPC 

12/1 

Pacific 

Blue 

400 

vm 

MEG/USGC 

87.5 

Exxon 






IIMH 


10/1 

Hellespoint 

Paradise 

280 

15/1 

MAB/USGC 

95 

Bayoil 


Concordia 

270 

3/2 

MEG/UK 

97.5 

Stasco 


BAY04-00799 
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TO: UN OVERSEERS 

AJTN: Alexander Kramar 

Michel Tellings 
Morten Buur-Jensen 

FAX: 212-963-1628 

FROM: David B. Chalmers, Jr. 

DATE: February 11, 2001 

REF: February O.S.P. Formula Prices (N. America) 


Dear Sirs: 


We are pleased to provide you current market assessments for Iraqi crude and other 
grades, based on recent transactions concluded, and actual refinery valuation comparisons 
applicable for such grades for typical users as follows: 

I. U.S. Market 

The itemized market assessments and /or recent changes for Iraqi grades and 
major competitive grades should be accounted for within the February price 
formula as follows: 

1 . Current spot transactions (see enclosed contracts) for Basrah Light 
received in US Gulf have changed little since last reviewed (re: 4.50^ 4.60 
fiom 4.40 - 4.50). 

Note: However, the diange since the December O.S.P. assessment of 
(W.T.L —4.00 to -4.20 has not been reflected in the January O.S.P. 
charge). 

2. The spot transaction for primary competing grades have depreciated since 
January O.S.P. assessments (12/20) as per Platts / other sources outlined 
below: 


Permanent Subcommittee on Investigations 

^^PSminont^RptJFN^ 
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Mars 

- 

W.T.I. 

Poseidon 

- 

W.T.I. 

Oriente 

- 

WT.L 

Mesa 

- 

W.T.I. 

W.T.S. 

- 

W.T.I. 


From 12/20 

to 

1/10 

*5.50 -5.60 

to 

7.00 

-3.80 -4.20 

to 

6.10 

-7.20 (F.O.B.) 

to 

9.50- 

-3.20 

to 

4.10 

-2.75 

to 

3.45 


3. The official formula price for Arab Light has been reduced by $.15/ per 
barrel. 

Note: (Freight, lighter, other delivered cost subsidy to Buyers max 
$0.20/bbl). 

4. Maya formula discount unchanged. 

Note: Still substantially more competitive on a quality adjusted basis (see 
margin comparison). 

5 . Delivered price comparisons for currently offered primary substitute 
grades to Basrah LighL adjusted for typical refinery yield difference as 
follows: 



GPVVs.wn 

FOB Vs. WTI 

Landed at Vs. 
WTI 


Basrah Ligtht 

-4.74 

-8.60 

-4.30 

-0.44 


-4,84 

-9.50 

-7.00 

+2.16 

Maya 

-8.48 

-11.44 

-10.12 

+1.32 

Mars 

.-5.14 

-7.03 

-7.03 

+1.89 

A. Medium 

-5.41 

-7.35 

-6.15 

+0.74 


-4.40 

-5.20 

-4.00 

-0.40 

III IN 

-6.68 

-8.75 

-7.55 

+0.87 


Brent 

-0.80 

-4.23 

-1.88 

+1.08 

Nigerian Li^t 

+0.50 

-4.23 

-1.15 

+1.65 


KIRKUK- U.S. GULF 

As per previous correspondence, the O.S.P. formula should reflect typical freight cost 
savings, plus quality premium adjustment as follows: 









































1152 


Page 3 


Freight Savings: $0.45 - 0.50 / barrel 

Quality: $0.15 0 0.20 / barrel 

$0.60 - 0.70 / max 


CONCLUSION: 

While delivered spot Basrah Li^t levels have changed little in recent weeks (i.e. -$0.10 
— 0.20), it is imperative to take into account the changing spot values and comparative 
margins of the other grades available in the spirit of establishing fair formula prices rmder 
the Oil-for-Food Program guidelines. 

It is in this connection it is particularly important for such long haul destinations to 
establish prices which will compete on arrival and thereby encourage regular nominations 
and liftings imder the Program. 

(i.e. Recent experiences for Lifters in September - November 2000, whereby spot values 
for those liftings on arrival have gravitated to the relative value of other grades and, 
therefore, a net back to Lifters substantially below the O.S.P. at time of lifting). 

Sincerely, 


David B. Chalmers, Jr. 

For and on behairof 

Bayoil S\q)ply & Trading Limited 
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ITALTECH S.r.L 


Sede legale e stablllmento: Via C.B. Cuarinl, 24 - 5712) UVORNO - ITALY 


/MAIL P.O. »OX 300 - 
UVCNtNO 

TULX; 5001 70 MOTSOT I 
FAX: 0586 421223 
PHONE; 0586 421221 
P.IVA 

01 031 9504 S4D 


TO; U.N, Overseers 

FAX: 212 963 1628 

FROM: Italtech S.r.l. 

DATE: Febniary 11,2001 

REF : February OSP Price Me chanis m 


Italtech has recently received notice of the formula price changes recently approved by 
the UN, which we understand were based on price changes the Overseers would 
recommend, but were however significantly different than those prices proposed by 
SOMO. 

Due to the fact that the price formulas submitted did not reflect the original request by 
SOMO, which we expect were based on recommendations of SOMO customers, we 
would like to clarify our objections to these price formulas by way of summariadng the 
economic conditions affecting Italtech’s recent and future liftings which are not reflected 
in the current formula prices as follows: 

US DELIVERIES / MARKET CONDlTtONS 

SUPPLY/DEMAND: 

- There is a substantial supply imbalance of Basrah Light to the U.S. (ie March 
8-10 mil bbls) versus the refinery outlets. This condition has been prevalent 
for the past several months, and contributed to the market price changes 
described below. 

- The volume of other substitute sour crudes to the U.S. ( ie South American, 
Saudi grades) has been maintained, despite reported OPEC cuts, at more 
competitive prices than Iraqi grades. 


BAY04-01178 


Capitale Sodale I. V. 198.000.000 - Tribunale Livorno n. 15544 - C.C.1.AA. 93558 - Pos. Import /Export 1003654 
Permanent Subcommittee on Investigations 
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MARKET PRICE; 


- The delivered spot values of Basrah Light have continued to deteriorate 
relative to the recent price (WTI) primarily due to the above referenced supply 
imbalance in the market 

- SpecificaUy, the spot value (recently concluded) is ovor Sl^O/bU less than 
die estimate used in setting the ori^nal February price formulas. Ge Wn - 
6.00/-6.30) 

- Additionally, these spot prices are affecting a majority of cargos lifting in 
January, thereby reflecting equivalent losses whereby no further OSP 
adjustment can take place under currrart guidelines. 

• The typical refinery values of Iraqi grades relative to other substitute grades, 
at th^ respective market prices, result in Basrah light being $1.50'2.00 less 
competitive at current formula prices (see refinery rrtargin cortqorison). 


EUROPE DELIVERIES / MARKET CONDITIONS 
SUPPLY /DEMAND: 

- The relatively few shipments of Basrah Light/Kiikuk to Eirrope since 

January is consistent with limited refinery outlets for Iraqi and substitute 
grades. 

. The ^parent consistent level of OPEC grades (ie Saudi) competing with 
Iraqi grades has contributed to ovcrsupply conditions. 

The recent negative refinery margins at relevant crude prices has led to 
dramatically reduced outlets for Iraqi grades. 

MARKET PRICES: 


The delivered market values of Iraqi grades delivered either to Northem/Med. 
Ports can be traced to spot values of substitute crudes (ie Urals) wdiich has 
depreciated well over $ 1 .00/bbl smce January. 

The relative refinery value of Iraqi grades, as compared to other substitute 
grades has not remained competitive at current OSP prices on average 
between $1 .00 - $2.00 / bbl (see refinery margin comparison). 


BAY04-01179 
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CONCLUSION: 

Based on the above referenced maricet price assessment of Basrah Light as well as the 
relative refinery value comparisons to other sour crudes in each market region, we 
urgently q)peal to the United Nations to reconsider die price me chanisms applicable for 
Europe / U.S. in Feteuary in an effort to avoid financially penalizing lifters and/or 
affecting fHoduction to tte {Hoducer. 



BAY04-01180 
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TYPICAL REFINERY MARGIN CX)MPAMSON! MED 
All figures in $USD/BBL: 

GROSS MARGIN TO 


CRUDE OIL 

VALUE TO REFINER 

COST TO REFINER 

REFINER BEFORE 
COSTS 

ARAB MEDIUM 

27.58 

25.82 

1.76 

ARAB HEAVY 

26.49 

24.99 

1.50 

MAYA 

24.86 

22.04 

2.84 

URALS 

28.18 

2136 

0.82 

IRAN HEAVY 

27.53 

26.91 

0.62 

NIGERIAN UGHT 

32.35 

31.26 

1.09 

BASRAH UGHT 

27.43 

27.65 

-0.22 


BAY04-01181 
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TYPICAL REFINERY MARGIN COMPARISON: USG 
All figures in SUSD/BBL; 

CROSS MARGIN TO 


CRUDE OIL 

VALUE TO REFINER 

COST TO REFINER 

REFINER BEFORE 
COST 

ARAB MEDIUM 

33.56 

23.91 

9.65 

ARAB HEAVY 

32.47 

23.01 

9.46 

MAYA 

30.98 

20.59 

10.39 

WTS 

35.23 

25.29 

9.94 

MARS 

33.77 

22.70 

11.07 

BASRAH UGHT 

33.95 

25.67 

8.28 


It can easily be seen fix>m the above that Basrah Light @OSP • $8.4S/bbl is significantly overpriced 
with respect to competing grades requiring a minimuni thscount increase of at least $ 1 .SO/bbl. 

At the current OSP the Iraqi crude oil cannot move without incurring significant and sustained losses 


BAY04-01182 
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ITALTECH S.r.l. 


/MAJL- P.O. BOX 300 - 
UVORNO 

TELEX 5001 70 MOTSOT I 
FAX: 0586 421 223 
PHONE: 0586 421221 
P.IVA: 

010319504 94d 


S€de legale e stabIHmento: Via G.B. Guartni. 24 - 57121 UVORNO - ITALY 


To; 

UN 661 Committee 

Attn: 

Mr. Peter Kolby, Chairman 

Fax: 

212 688 0554 

From: 

ITALTECH S.r.l. 

Date: 

February 12, 2001 

Ref: 

February Price Mechanism/Oil-for-food Program 


It is our understanding that the UN 661 Committee has confirmed recently 
submitted changes to the price mechanisms for Iraqi liftings in February for 
most destinations. 

Italtech is currently a customer of SOMO, participating under Phase 9 of the 
Oil-for-food Program. As such, in connection with meeting contractual 
liftings, and in the spirit of participating in the programs success, have made 
early arrangements for February lifting dates and vessels prior to the 
establishment oT the price mechanism. ' 

For this reason we feel obliged to appeal to the Committee directly in an 
effort to re-address the price mechanism revisions submitted recently, as 
well as those omitted. 

It is our view that the UN Overseers seem to be operating under different 
mandate than past periods, whereby there is extreme reluctance to accept 
downward changes in price mechanisms based on other concerns, while 
market conditions have fully justified such changes. 

BAY04-01176 


Capitalc Sodalc 1. V. 198.000.000 - Tribunale Livorno n. 15544-C.CJAA.935S8-Pos. Import /Export 1003654 
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For instance, we understand SOMO’s request for downward price 
adjustment for Gtasrah to the U.S. in February was met such resistance that 
despite market deterioration at that dme, SOMO was obliged to submit a 
price increase. 

It is due to the above and because at further market deterioration, briefly 
summarized in a letter to the UN Overseers, that we request an immediate 
review of all price mechanisms effective for February, prior to fiodier 
scheduled shipments. 

In this cormection, we have enclosed a letter to the Overseers summarizing 
the well known market factors which should be considered. 

Thank you for your prompt attention to this most urgent matter. 



BAY04-01177 
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BAYOIL 


TO: UNITED NATIONS OVERSEERS 

ATTN: ALEXANDER KRAMAR 
FAX: 212-963-1628 

DATE: MAY 29, 2001 

FROM: DAVID CHALMERS 

RE: IRAQI CRUDE PRICING FOR JUNE: US DESTINATION 


This coiiespondence expresses serious concerns about the U.N. proposed OSP’s for June 
in that the price ideas for the U.S. are fiir too expensive and do not reflect average 
changes in maiket/fleight cost conditions since the previous pricing period. Specifically 
these madret dianges, outlined below, can be easily converted to a price per barrel 
increase as follows: 

Eisight 

Average Frei^t Rate (May lifting U.S. 77 • 

Average Frei^t Rate (June lifting U.S. 57 (60-55 range offers/fixin^ 

Average Freight Rate change - 20-point WT 

=.S5/bbl qrproximate 

*Fer Platt’s/ Broker market assessments mid April 
Maricet 

Average Delivered Market (May lifting) WTI-6.1S *Platt’s mid April quotes 

Average Ddivered'Madcet (June lifting) WTI-6.1S Last spot sale 

Conclusion 


The established past procedure for adjustments upward or downward to the monthly price 
formula (U.S.) 1^ bm to calculate changes in the primary factors (fieight/market) since 
the previous established period. Therefore, as per the outline market factors above, there 
is no justification for an adjustment greto dian $0.55 based on previotisly established 
methods for establishing a ftir ftnmula price. 



BAYOIl, SUPPIY 4 TIiADING UMITED P.O, BOXCBirVIS NASSAU BAHAAW 242 362 4731 FAX: 242 362 4733 FIX: 20644 
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ITALTECH S.r.l. 

Sede legale e stabllimento: Via G.B. Guarinl, 24 - 57121 UVORNO - ITALY 

TO: S.O.M.O. 

ATTN: Mr. Saddam Z. Hassan 

Executive Director General 

CC: Chief - Crude Oil Section I 

Chief - Crude Oil Section n 

- DATE: December 12, 2000 

REF : December (OSP) Basrah Light for N. American Destination 


/MAIL P.O. BOX 300 - 
UVORNO 

TELEX; 5001 70 MOTSOT I 
FAX: 0586 421223 
PHONE: 0586 421221 
P.IVA 

010319504940 


Dear Sirs: 

In connection with recent discussions between United Nations / SOMO officials to 
determine a fair formula price, in which Overseers were not taking into account SOMO’s 
cost/market analysis, please see below the current estimates of actual cost and market 
conditions applicable for most lifters in December which could be useful for future 
discussions as follows: 


I. FREIGHT / COST 

Freight (Average 130 - 135 WS points) 

Demurrage Loadport (typical overtime 2 days) 

‘Demurrage Loadport (additional average 

10 day overtime) -December extended delays 
Lightering Cost 

Demurrage Lightering (typical overtime 0.7 days) 
Demurrage VLCC Lightering (4 days overtime) 
Insurance/OPA 
Loss (intransit) 



T.V.M. 


012 BAY04-01816 
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Hedge 

Euro Conversion 

Miscellaneous 

TOTAL: 


0.01 

0.05 (Avg) 
0.35-0.40 

4.91-4.96 


II. DELIVERED MARKED (DIFFl 

Spot transactions delivered December/January are WTI -$4.15 to -$4.20. 

Note; (Current unsold sour crudes, oversupply Barah Light December (3-5 Million 
Barrels) will likely result in further deterioration of differential to WTI after exports 
resume). 


m. CONCLUSION 

The F.O.B. net back price for most lifters based on conditions described above, which 
are fixed or likely to vary sli^tly in most cases, will be as follows: 

US$/BBL 

Freight / Costs = 4.91-4.96 

+ 

Landed Price Differential (WTI) = 4. 1 0 - 4.20 

Total F.O.B. WTI (Difl) Netback = 9.01 - 9.1 6 


REFERENCE JANUARY O.S.P. (NORTH AMERICA) 

As January O.S.P. price formulas should be agreed relatively soon, we would like to 
outline some mark^ considerations which should be included with respect to 
establishing a fair formula price for January as follow; 

I. FREIGHT COST 

The flat rates for year 2001, to be established shortly for all worldwide movements 
are expected to increase 15-20% from 2000 year rates. 


BAY04-01817 
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II. The newly established, and reported increase, in port charges applicable in 

year 2001 from A1 Bakr, should be included in the 2001 flat rate, or otherwise 
considered separately as part of the cost calculation not previously considered 
in the formula prices. 

m. MARKET 

1 . The expected demand decrease in the first quarter, which has historically 
caused inventory build up and overhang of cargoes available, should be 
considered as the long voyage and from A1 Bakr to North America 
applicable for January lifting will be likely affected by the above. 

2. The late adoption of price formulas and extension of phase 8-9 has 
resulted in less opportunities to pre-arrange recent export quantities East, 
which will undoubtedly put pressure on the West market due to the 
quantities of shipments. 


We will be pleased to review these matters during the next few weeks, as the market 
considerations described above become clearer. 



BAY04-01818 
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TO: ■ 

S.O.M.O. 

ATTN; 

Mr. Saddam Z. Hassan 

Executive Director General 

FAX: 

9641-885-3925 

CC: 

Chief - Crude Oil Section I 

Chief - Crude Oil Section II 

DATE: 

December 17, 2000 

REF: 

FORMULA PRICES (EUROPE) 


Dear Sirs: 

I. KIRKUK 

Since the recent establishment of a formula price for December shipments, certain 
market developments have substantially affected the economics for shipments yet to 
be lifted throu^ at least January 15, 2001 thereby reqmring an immediate adjustment 
to the formula as proposed and substantiated below. 

MARKET CONSIDERATIONS 


1 . Recent Urals cargoes sold at substantially lower levels than the previous week, 
when the OSP was established and exports were expected to resume, which is a 
reflection of refinery variable run acquisition levels. 

2. General European reluctance to increase stocks prior year-end will likely result in 
minimum requirements at lower acquisition levels. 

3. The relative increased cost factors for shipping firom Ceyhan on a prompt basis, 
combined with potential holding costs during period prior to corresponding 
loading dates for next available refinery requirements not fulfilled after year-end 
will likely be up to 10 days. 


Permanent Subcommittee on Investipations 
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Therefore, the Kirkuk differential should be further adjusted to reflect the above 
referenced changes in market conditions as follows: 


From: 

Dtd Brent 

less $3.55 /bbl 

Adjusted: 

Change Dtd / Urals 

Week Dec 11-17 

less $0.85 /bbl 


(from Dtd less 1 .50 - 2.35) 


Adjusted: 

Shipment date holding up to 
(10 days). 

less $0.20 /bbl 

To: 

Dtd Brent 

less $4.60 /bbl’ 


II. BASRAH LIGHT fEUROPEI 

As per Kikruk, in the base case Basrah Light to be adjusted similarly due to the 
recent market developments affecting Kirkuk liftings, and in addition to use the 
present market freight calculation to be added to final Kirkuk formula as follows: 

MARKET CONDITIONS 

1 . Freight differential (costs) to equate to Kirkuk (same location). 

i.e. Kirkuk - Ceyhan/Augusta at WS 210 (market) = 2.10 x 3.71 -f 7.37 = 1.05 / bbl 

Basrah -A1 Bakr/Augusta at WS 170 (market) = 1.70 x 4.92 7.28 = 1.15 / bbl 
(Suez) + Transit Suez 0.44 + 0. 1 0 = 0.54 / bbl 

+ Sidi/Augusta at WS 21 5 (market) = 2. 1 5 x 2.57 7.28 = 0.76 /bbl 

Total A1 Bala / Augusta “ = 2.45 / bbl 

Freight differential Kirkuk / Basrah Li^t 


= 1.40 /bbl 
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2. QUALITY DIFFERENTIAL BASRAH LIGHT / KIRKUK 

Under present complex margin netback comparison widely published and typical of 
recent survey with Med refiners the range between grades has been $0.45 - 0.55 / bbl 
under presait typical sulfur balance limits most refiners would more severely 
penalize Basrah Light in order to substitute to Kirkuk or Urals. 

Therefore: Basrah Li^t (Europe) is proposed to be adjusted as follows: 

Kirkuk Dtd - $4.60 / bbl 

Freight Adjustment - $ 1 .40 / bbl 
Q. Adjustment - $0.50 / bbl 

Dtd. -$6.50 /bbl 


Sincerely, 
ITALTECH S.r.l. 


Augusto Giangrandi 
Chairman 
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ITALTECff S.r.L 


Sede legale e stabllimento: Via C.B. CuarinI, - S7I21 LIVORNO - ITALY 


To; 

Ministry of Oil 

His Excellency The Minister 

From: 

ITALTECH S.r.l. 

Date; 

February 11, 2001 

Ref: 

February OSP 


I hope all went well during your rwent trip to the Far East. As you know 
my return trip to Baghdad has been somewhat delayed, but expect to arrive 
this week latest. . 

Meanwhile, I would like to bring to your attention some developments 
concerning Italtcch’s and other liftings this month, which ^1 require urgent 
cooperation between SOMO and ourselves, in order to mitigate a difficult 
situation. 

Specifically, as you my be aware, the U.N. has continued to resist 
appropriate formula price changes, including supporting SOMO’s proposed 
/-tiangiK for February. Unfortunately, during this same time market values 
of Iraqi grades in the U.S. and Europe have deteriorated further as compared 
to their respective referenced prices (i.e. Brent, WTI). These depressed 
market values are continuing to apply to un-delivcred shipments fiom the 
previous pricing period, as currently in our case, applied to about 8 million 
barrels loaded in January. Therefore, further shipments at current formulas 
become untenable. 

Therefore, Italtech, together with other concerned customers, are via 
submission of letters and reports, appealing directly to the UN Overseers, 
and 661 Committee members t 9 _initiate an immediate adjustment to formula 
prices. 



/MAIL P.O. BOX 300- 
UVORNO 

TEUX;500170MOTSOTI 
FAX: 0SB6 421223 i 
PHONE: 0SB6 42I22I 
WVA: 

- 01031950494D . 
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In order for our efforts to be successful and effective it is imperativeto get 
the support of the Ministry and SOMO, to also quickly address the issue in 
New York Also, this should include supporting our requests to delay 
slightly liftings these next few days, during which time these changes can be 
processed. 

As you know Italtech, and its primary customers have made consistent 
liftings in good faith and during uncertain market conditions, which recently 
have had dramatic negative financial impact, purely on unforeseen market 
prices. It therefore is important for us to cooperate together in order to 
reverse such circumstances for our valued customers. 


Sincerely, 



BAY044)1175 
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TO: SOMO,Bi«hd«d 

ATTN: Mr. AK Huso 

TAX 9641-B85-3925 

FROM: -rohn Irvii^ 

DATE: June 29, 2O0l 

REF; Jfuiy Prica FdcnMilft 


Dear Mr. Haisan: 

1 would rei^fd tt as a great honour to be able to meet you in the near fbusv either in 
Vieana, Amman or Baghdad • the veoue and place being a fhnetion of ^ur itinemy and 
youar cunem diaiy. 

It is paxtiflularly imperative with mganl to the rearmiptioa of exports lo diieucr the 
potential July priee and potential dlfRculties with the Ovcneeri, speciBcalty in 
coonecrioo with the leoent history Le. June 2001 , where they haw departed from past 
methodologies udueh are furdiar exaeeibaxed by aottifioial market fiKSore relevant todi^, 
but will not be reloraniwbea exports laswDC. ifsachfrctoraaiemposeclbythaUJ>4. 
Overseers the likely result will an an incorrect price fbnmla flm July as well. 

Ai such U will be usefU to review in person an appnqRiate caieulaiioa prior to the 
submission of (he formula. 

1 would be very giatafUl if the above can be organized, and to this cod, t wiU attampt to 
contact you over the weekend. 

You can always contact me on toy mobile « 0044 7787 148767 ; telephone 00441 
256SS9024 orfmt 0044 1256 889028. 

I look fo r ward (o meeting you in the near ibcure. 


28 Jun 01 20253 Johr 'Irvine 

u;48 PAX T18J24S1, 



BAVai 



IAHmAIS Hi fM: 24} 242 *f3i TO: 20644 


Permanent Subcominittee on Investigations 

P^^^inont^Rp^FN96 


BAY04-01111 
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TO: 

S.O.M.O. BAHDAD 

ATTN: 

ALIHASSAN 

FAX: 

0119641 885 3925 

DATE: 

JULY 13, 2001 


RE: PSP’S FOR IRAQI OIL IN PERIOD 21-31 JULY 2001 DESTINATION NORTH 
AMERICA 


You wUl be aware that the OSP’s for Kirkuk and Basrah Li^t Crude for North American 
destination have already been established for the period 1 0-20 July 2001 . 

You will also be aware that the end of this period is no more than seven days away and 
that this constitutes an impossibly short gap to cover all normal business practices in 
order to effect oil movements in the period immediately following 20’*' July 2001 . 


We would therefore earnestly recommend to you that the applicable OSP’s for the above 
movements are established without delay for the period 21-31 July (or later). For your 
kind information there has been no reported market changes that have occurred since the 
annoimcement of July 10-20 previous OSP’s. However, due to significant volume of 
BCirkuk loading to the U.S. and due to previously covered European requirements, Kiikuk 
prices could deteriorate firom these previously assessed. 


FOR BASRAH LIGHT 

PREVIOUS 

12/7/01 

CHANGE 

FRHGHT 

$1.29(45WS1 

$1.43 (SOWS) 

-0.14 



BASE.DSP 



■■■■■ 

REQUIRED NEW OSP BASRAH 

1 - 7-69 1 


The same consideration can be given to Kirkuk whereby the new OSP should $-6.99. 
You will, of course, be completely aware that these price calculations are in line with 
adopted UN procedures for their price-overseeing role. 

In conclusion we state that these procedures require new OSP’s as follows for July 21*‘ 
onwards: 

Basrah Li^t $-7.69 
Kirkuk $-6.99 


Permanent Subcommittee on Investigations 

PSI Mioority Rpt - FN 96 


















Best regards, 


David B. Qialmeis Jr. 
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Z3 Rue 01 00:24 Johr^ Irvine 

0«/2»/2001 Ktll FAX n3224«191 


BAYai 


□1 sessoze p.z 

■" Biooi 


O r; 



TO; S.OM.6. 

ATTN; . MR.AUIf:^SAN - - 

FROM: ^AYo'lCSUFFLY AND TRADING UMITED . - 

MRJOHNIRVINO 

DATE; • 28^aOO,UST20Q1 " 

RE: FKiCE or niAQl CRUDE OIL FOR NORTH AMERICA 

DESTINATION FORcCaRCOES LOADING SEFTEMBERIOOL 


Dear Mr. Hossao, , * 

We trust you and TOUT coJJe«etMJ are well. 

Firstly, we must express our serious reserrstloos eoaoeming fiie ennent price durine 
August 2001, where you will be aware that the lifteis became incraasincty frustrated 
by: . 

1.) ThQestablisbs&entsofOSKsOwtwcrenotieflectiveof 
.g- '.'V ptcvoiUBemarioBleenditifiia.' : 

• 2.) Serious matketleSaes-fisr moat Uftevs. 

3. ) IVrsIscetit&ilticetoiecoipnlsedieabovefiKton 

4. ) T3}edasrecorretro4M:ri>n^ that was evideaitoo both 

and mHrkot numbers ogEdostpositioos praviously fixed 

5. ) A piMiig policy thiu Up non compomblc wtab the pricing 

" iEc^uoncyofotherJc^haulMMB’.cnadeiMbaMbdlcarl^ . . 

■ ' ~ icodiogtogndesubsxftiititolDfiieUSGC* ' 

6 . ) The fkUure of the above meittiooed pricing poliq^ to reflect the 

* r 'Arameo pricing choi^BP^fer Arab li^UMe^rajuad Heavy - 

crude oils (Ructions of $0.50,S0.70,S0.4Q/bbl teipemrvdy) 

_ . _ 1-; ■ 7 ’ ebitvered in Seplaab^IbrUSCC. 

VVZ oontioued udfgaritm aad'^yloopriSon bjthejiiffefag-eHot — 
*7 V..'i90&^estab3ishmenreffbeM^QSP(B»sra)^@‘*)9.45 - 

» barisaa admitted bascci£a<Wlyq^merice»<tf-^S.^ ai^ a ■ 
sUted applied froght of S7W5. Together with S0.92 costs, lUs 
‘ ^ - :gi^^ a base 1 equlrtBieoi.of- 59 . 9 i ’ ’ 

-“I. L' This g*ve.a pricing «fo^fJ0;47/hbL This enoroMouedio- - 

~ -r-" -May to luiw v^erc tbe-frei]^t-iBs9cet movcdfrpm.tty^io 


MTCHL sumv 4 nABH<iS UhfiED 


ro tax csrTVis r4A&M at»s«3 4/3t Iax* ata S63 4rs3 Ta 19644 


Permaneot Subcommittee on Investigations I BAY04^1074 

PSI Minority Rpt - FN 96 | 
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29 Rue ai 00x24 Joh.^ Irvine Qi ^6889028 

u«/t#720«a ItJll m 7U224fL0l 



57WS (an increaae of S0^5/bbl) and the deliv«iod muket waa’ 
uaclunged@.$ 6 . 1 $.. . 

p* esubUshai pioMdare ItoOSP luJjustmaiilj apwsnta or 
b«ris delivwd mufcn, ficighi and cojt clanaM 

mfuraiertwokanbymOSPineraseofSO.MVbblCftoin- 
SS.43 to -$7^S). giving a imoiiig caor of SO JSAiU 

*’^“*®*“l>®*<>w*»«ll>eeuneiitinicnof-SffJS,^)e»flncdon. 
th« Same laaj,tJ«tillS0.S8/bbl too ki^ ■ • 

•_ - -S) The complataiaBiiK to R^iond to the filling fitieetfapot - 

• »!^*“wr«»‘ratid*inUSOCov«rO»nioaihcii*Aiigu»t. -- 
Since tha end of Jufy Marc hto (bopped fion •S4.13 -S3 JS/bbI 
(*tid Jull^ to ^6,45-S6,09/bbi (and AognstX and still 
- ' - B«*Itt»aapr(codat.«.SSFOBa«DjalbecntiiotiioiMhof 

. Augwtj with the pariad 1 1-30 and 21-31 being eflScctjvaly ' 

' applied Mtfoactiveiy, 

^Wa oontinuota'and ibienflcaa presauta to awlj; ptieea that are 
d44>oasiiabb' bicotiea and tee coepett^ 1^ firis the biggest 
•threat facing the arJvtdniing poh'cy of &OJdlO, 

Whal has happened mcendy is that the OSP's havn been pusbad to the tildmaie, 

piovidiag a cttalyst for non eonliaetual petlbnnanoe, cueeaedad in a-M-n Ind crude 
unattcactivB. initiated a dear Amneo advaniagn, benefliad abon oi medtian long haul 
crude oil tnovemenls Ondudiag Brent ar SuUoa Voe). expaditnd the poUtieal poUtdea of 
eenaia Matiooal State snembaa of the UN &tcuiity Council and gutareUy disadvantaged 
the succeaaSd (Ssposhion of Inv etude pa msnodd nudretn-inclodiagJJSac. 

Tlus situation can be coneciud by a» re-establiabment of hisiodcally effective piieing 


- - _Prieelbrl-30SepteDib<r2MI _ 

Basrah Ught 

DeltTenilibaikBf: •S4.7S/bbl (oKtad/coneutred)^-S4.9S/bbI BID) ' 

t-.. Ij4i3T/bl!l:(52.S WS)" ' - 

' Other costs; -s6.92)’bbi(App(btUmateperpceyidUsmenio) 


■ - - ^ petjvod OSP: . . -SZ-B/bbl - - ■ 

- -~'i ■ The ft^t ^oTK'^ WSM theeuncdAG-WESTl^lbr.yLds^^iSsappIieation 

- la cou^stebt udih faistorical 30 dayprlcnig auoss-the tnonib. ~ 


P-3 

aue: 


-1 



BAY04-01075 
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U9/2it/itooL H:ii FAX 7l32i4»101 


Q] B889028 


&> 


Kjrkak 

Quality to Btsrah Light: 

Freight Saving Differential to Baaah Li^; 
Othtf Cdiits . - 

KukulcO^iteqtOi^ 


. • 4 'SO^D/bbl 
jfS0^3/bhI(65WS 

' ' 4 'S 0 .'j (0 (doiible 

aagativo) 

"V"-S 6 ^G/-Blb' - 

•$ 6 ^/bbl 


We hope that you rcgeurd thia oosracpondence as hdpi^ and we bdpe that (he above 
problems mentioaed ^tove wQl sooabe fesoiv^ia a uannerthat is sstisfact&cy to'your 
good selves; 


BestR^asds, 



’ Johnlivuig 


p.4 

i^oea 


BAY 04-01076 
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TRANSMIT R0WT 


2001 . 01-17 17>34 
713 - 224-8101 
SqyOIL 713-224-8101 



01196418863928 



7460210182 


TO; SOMO, Baghdad 

ATTN: Mr. Ali Hassan 

FAX: 9641-«85-3925 

DATE: January 17, 2001 


Dear Ali; 


I thought you may be interested in the short note I sent the Overseer’s which 
I felt compelled to write out of sheer fhistration. which I am sure is mutually 
shared with you and your colleagues at SOMO. 




BAY04-01191 

















BAYOIL 



February 1 2, 200 1 Via Fax 2 1 2-4 1 5-427 1 

United Nations 661 Committee 
Mr. Eugene Young, US Representative 
New York, NY 


Dear Mr. Young: 

As you recall from our previous discussions, Bayoil has shipped oil from Iraq since frie beginning of Uie 
oil-fcM’>food pix^racn, primarily to the US, for distribution to many independent refiners. As such, although 
Bayoil has no contracts with SOMO, likely due to our American origins, we do provide regular market 
information to SOMO and the UN for purposes of establishing a frir jMicing medumism each mcmth. 

On balance since the start of the oiUfor*food program began, we believe our market assessments have been 
considered by bc^ parties until recently. It appears to many lifters during recent months, and February in 
particular, that the Overseers have been skeptical toward market assessments relating to actual handling 
costs as well and delivered market assessments. It is further apparent to most lifters that recent resistance 
by the Overseers to consider fiiUy these &ctors which would result in downward adjustment to price 
formulas, is due to some new mandate, whneby any price mechanism approved would not theoretically 
allow a margin covering the recently reported request for some kind of surcharge. 

While most lifters, including Bayoil, support the concept of these efforts by the Overseers, in practice it has 
contributed to the recent and current price formulas being completely uncompetitive with the market. For 
regular lifters such as Bayoil, which in good faith, makes arrangements for shipments to its refiner trade 
partners well in advance of the price mechanism formula being established, there is no recourse to the 
consequential market losses which will occur and have in recent months occurred resulting from market 
dianges after lifting. Therefore, considering the recent history, it seems reasonable for the U.N. to approve 
new price formulas reflecting real changes in the market since January; thereby reducing further market 
losses fOT lifters, t^diich should contribute to the success of the program in gmeral and eliminate furfoer 
pnxhicdon curtallnients. 

The market changes for Iraqi crudes referred to above are typical of depreciation of all the com{Mrable sour 
crude grades (i.e. Urals), delivered to eifrier Europe or America, relative to their refoence price (Brent - 
Wn) respectively betwe«i $1 .20<$I .SO/bbl since January. At the same time the price mechanism for 
Basndi to friese markets has risen from S0.25/bbl U.S. and S0.70/bbl Europe. While we understand the 
Overseers have taken into account a generic reduction of market freight, roost vessels for February have 
been arranged prior to such a reduction, in any case, a freight reduction factor of S0.2S-S0.30/bbl does not 
come close to justifying the net increase in the price mechanism during a period of such a substantial 
market d^)feciafron. 

Due to foe above referenced example of disparities between foe market realities and current formula prices, 
we are compelled to appeal directly to foe 661 Committee to approve and support proposed adjustments to 
the current price formulas to reflect the recent market changes, which can be easily calculated, while 
preserving a strict policy of establishing formula prices which encoura^ SOMO's customers to adhere to 
ail resolution guidelines. 


Thank you for your attention to this most urgent matter. 
Bestregardrs 



David B. Cfoalmers, Jr. 

BAYOU SUPPIY d TRADING IIMITEO 


P.O. 80XCBI29!eNASSAU. BAHAAV\S 242 362 4731 FAX; 242 362 4733 TU: 20644 


P ermanent Sub c ommittee on Investigations 

JPSminoritj^Rg^FNlO^ 


BAY0^1173 
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*****URGENT***** 


TO: 

ROSNEFTEIMPEX 

ATTN: 

MR. POUKHOV 

FAX: 

011 7095 979 6071 

Email: 

recms®.on]ine.ru 

FROM: 

DAVID B. CHALMERS, JR. 

REF: 

FEBRUARY OSP 


PLEASE URGENTLY FORWARD ON YOUR LETTERHEAD THE ATTACHED 
MEMO AND GRAPHS TO THE UN OVERSEERS. URGENTLY SEND COPIES TO 
THE FOLLOWING: 

1. SOMO 

2. MR. PETER KOLBY, CHAIRMAN 661 COMMITTEE 
FAX NO. 212 688 0554 

3. AMBASSADOR SERGEY LAVROV 
Ul^REPRSENTATIVE RUSSIAN FEDERATION 
FAX NO: 212 628 0252 

BEST REGARDS, 

DAVID B. CHALMERS, JR. 


Permanent Subcommittee on Investigations 

PSI Minority Rpt-FN 105 
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URGENT URGENT 


FROM: 

ROSNEFTEIMPEX 


MR. POUKHOV 

TO: 

- UJJ. OVERSEERS 

FAX: 

212 963 1628 

REF: 

IRAQI CRUDE FORMULA PRICES (FEB) 

DATE: 

February 11, 2001 


We hereby request inimediate action be taken to revise formula prices for Iraqi crudes 
based on actu^ market prices and conditions today, and ^licable to prompt shipments 
which ROSNEFTEIMPEX has contracted for and scheduled to lift 

Specifically, and most urgently, we refer to vessels awaiting loading Mina A1 Bakr, 
which if loaded at current formula prices would mean paying a substantial premium to 
the market for the crude, and consequently substantial losses to receivers. 

To support our urgent request we hereby enclose a summary of the economic conditions 
applicable for prompt shipments, referred to above, which during recent negotiations with 
S.OM.O. were apparently not considered, which combined with further market changes 
since, mandate an immediate price review which should be within the guidelines of the 
“oil for food” resolution to regularly establish feir market prices. 

MARKET SUMMARY 

BASRAH LIGHT 


There is substantial volume (over 8MM barrels) of Basrah Light inventory and/or 
deliveries in Mardh (i.e. January loading) which is being valued and offoed at substantial 
discounts (-1.50/bbl) to the U.S. price formula ^plicable to both the antrlicable lifting 
date a nd to currently applied (Tebruarvl formula. Based on insufficient outlets for such 
quantities resulting fi'om full refinery capabilities values are likely to detaiorate further. 

Therefore a revised farmula for European destination should be inunediatelv adopted, in 
addition to a further revised formula for U.S. destination effective not later than February 
15, reflecting market changes outlined below, not reflected in today’s formula: 

EUROPE fBASRAlD 

For purposes of demonstration the substantial requirement for formula price change 
applicable to February we summarize the change between the (January) price formula 
and current (February) price formula compared to change in market prices as follows: 
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OFFICIAL SRT.T.TNG PRICE fJanuarv/Februarv^ 

January Europe Formula: Brent - $5.20/bbl 

February Europe Formula: Brent -$4.50/bbl 

=Effective Price Increase +$ .70/bbl 

MARKET IJannarv/FebruarvI 


During the time period between the establishing of the (January) formula and the 
(February) formula the following change in market prices has occurred as follows: 
(See enclosed Platts chart) 


(January) Liftings 
February) Liftings 
Current (Offered) 
Effective Market A 


Basrah Light 
(Delivered NWEI 
Brent -$1.70 
Brent -$2.90 

-$1.25/bbl 


Urals (NWEl 

Brent -$ .70-80 
Brent -$1.95-2.00 

-$1.20-1.25/bbl 


Urals (Medl 

Brent -$ .90 
Brent -$2.20-2.30 

-$1.30-1.40/bbl 


Therefore the net e^ct to lifters for F.O.B. shipments fiom January to mid February (i.e. 
ROSENEFTEMPEX lifting period) are as follows: 

Average Market Decrease 

Basrah Light/Other Sour Crude -$1.20-1.30/bbl 

(Jan/Feb) 

Increase O.S.P. Formula (Jan/Feb) +$ .70^bl 

Effective Price Increase S1.90/bbl (minimum) 

(Jan/Feb) 

BASRAH U.S. 


For purposes of danonstration the substantial requirement for formula price change 
^plicable to February we summarize the change between the (January) price formula 
and current (February) price formula compared to change in market prices as follows: 

OFFICIAL SELLING PRICE (Januarv/FebruarvI 

January U.S. Formula: WTI -$8.75/bbl 

February U.S. Formula: WTI -$8.45/bbI (current) 

=EfFective Price Increase: +$ .30/bbl 


Basrah Light Spot Assessment (Platts) 
(Delivered U.S. Gulf) 
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(January) Liftings WTI -$4.50bbl (January O.S.P.-Based Value) 

(February) Liftings WTI -$6.00/bbl (Basis last spot sale) *Note: January lifting 

=EfFective Market A -$ 1 .50^bl 

Therefore the net effect to lifters for F.O.B. shipments from January to mid February 
(i.e. ROSENEFTEIMPEX lifting period) are as follows: 

Average Market Decrease 

Basrah Light/Other Sour Crude -$ 1.50/bbl (minimum) 

Increase O.S.P. Formula (Jan/Feb) +$ .30/bbl 

Effective Price Increase +$1.70/bbl (minunum) 

(Jan/Fcb) 

FREIGHT COST 
BASRAH LIGHT 


At the time that the February OSP prices were negotiated with SOMO and submitted for 
approval we understand that a frei^t market adjustment was considered by the U.N. 
Overseers to partially offset some of the above frctors. 

Unfortunately, for liftings arranged in advance, before mid February, such market frei^t 
savings had not occurred. For future shipments a savings of 10 WS pts should apply or 
equal to approximately $0.25/bbl. 

CONCLUSION 

It is evident from the above referenced simple summary of economic considerations 
affecting liftings in February that an immeiate price formula change is required. 

This price change should take in fully the net price increase since January described 
above, by adjusting the current OSP formulas for Europe and the U.S. as follows: 

EUROPE: DTD Brent -4.50 (Feb OSP Current) 

-1.90 (Effective Price Increase Since Jan.OSP) 

TO: DTD Brent -6.40 (Feb OPS Proposed) 

US: Wn -8.45 (Feb OSP Current) 

-1.70 (Effective Prince Increase Since JamOSP) 

TO: WTI -10.50 (Feb. OSP Proposed) 

KIRKUK CRUDE 

While the requirement for immediate formula price changes for Basrah shipments for 
Europe/US destinations is stressed above, due to the economic impact for lifters (ie 



1181 


ROSNEFTEMPEX and others) which pre-arrange prompt vessels prior to the 
establishment of offical prices, it is also implied that Kirkuk formula prices should 
likewise be adjusted. 

This need to change Kirkuk prices also is evidenced by the recent export levels, which 
have ranged from nil to short periods whereby a few liftings have occurred, but well 
below capacity. 

Kirkuk formula prices should therefore be adjusted based on the above proposed Basrah 
Li^t price formula, plus feir market adjustments for quality and freight savings. 

Sincarely, 

ROSNEFTEIMPEX 
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TO: 

Mr. Peter Kolby, Chairman 

U.N. 661 Committee 

FAX: 

212 688 0554 

CC; 

Ambassador Serge Lavrov 

. 

UN Representative Russian Federation 

FAX: 

212 628 0252 

FROM: 

. ROSNEFTEIMPEX 

DATE: 

February 12, 2001 

Dear Sirs: 



I am compelled to write you regarding the price medianism recently approved by the UN 
for February liftings, whereby the prices submitted by the Overseers are significantly 
different thm market prices, and consequently will jeopardize future oil liftings under the 
program, as well as the companies participating. 

Rosnefteimpex has partidpated in the program since Phase Vm, and as such are familiar 
with the process of establishing prices. On the basis of this understanding, and good 
faith, we have arranged liftings for February, prior to the establishment of a price 
mechanism, for vessels expected to begin loading February 9, 2001. 

Under the present price mechanism to perform such a lifting would have substantial 
financial consequences to the lifter which cannot be the intent of the UN. 

However, given the fact that the changes in market circumstances since January 
described above, which have deteriorated further last week, seemed to have been largely 
dismissed the UN Overseers. For example, we understand that SOMO attempted to 
sribmit more competitive formula’s which would not have been accepted, despite 
supportive arguments. For this reason, we appeal herein to the Committee directly in 
ord» to resolve this issue. 

We are also concerned with the future viability of the program, if due to recent special 
concerns of the Conunittee, as in February, a price mechanism can’t be fairly established 
according to standard industry conditions. 

As to the present situation, with vessels arriving, and to avoid further curtailments to the 
production and program in general, we have submitted the enclosed memorandum to the 
UN Overseers, which clearly demonstrates the current price mechanism inequities for 
your review. 

Sincerely, 


ROSNEFTEIMPEX 
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URGENT URGENT 

FROM: ROSNEFTEIMPEX 

MR.POUKHOV 
F«*:(W5)979«0 71 

TO: U.N. OVERSEERS 

FAX: 212 M3 1628 

REF; IRAQI CRUDE FORMULA PRICES (FEB) 

DATE: Ftbniaryll.lOOl 


We hereby request immediate action be taken to revise foimula prices for Iraqi crudes 
based on actual market prices and conditions today, and applicable to {xompt shipments 
which ROSNEFTEIMPEX has contracted for and schedul^ to lift. 

Specifically, and most urgently, we lefer to vessels awaiting loading Mina AI Bakr, 
which if loaded at current fonnula prices would mean paying a substantial premium to 
the market for the crude, and consequently substantial losses to receivers. 

To siqiport our urgent request we hereby enclose a summary of the economic conditions 
applicable for pronqit shipments, referred to above, which during recent negotiations with 
S.O.M.O. were apparently not considered, which combined with ftirthei market changes 
Since, mandate an immediate price review which should be within the guidelines of the 
“oil for food” tesolution to regularly establish fiur market prices. 

MARKET SUMMARY 

PASRAH-UGHT 


There is substantial volume (over 8MM barrels) of Basrah Light inventory and/or 
deliveries in March (i.e. January loading) which is being valued and offei^ at substantial 
discounts (•! .20/bbl) to the U.S. price formula applicable to both the apniicable liftiny 
date and to currently applied tFebniarv) fonnula . Based on insufficiem outlets for such 
quantities resulting from full tefineiy capabilities values are likely to deteriorate further. 

Thetefoie a revised formula for European destination should be immediately adopted, in 
addition to a further revised formula for U.S. destination effective not later than February 
IS, reflecting market changes outlined below, not reflected in today’s formula; 

EUROPE (BASRAH) 

For purposes of demonstration the substantial requirement for fonnula price change 
applicable to February vre summarize the change between the (January) price fonnula 
and current (February) price formula compared to change in market prices as follows; 


i 

BAY04-01197 

Permanent Subcommittee on Investigations I 

PSI Minority Rpt-FN 106 | 
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OFHCIAL selling PRICE fJainnirv/Fel>ni«rv> 

Januuy Europe FonnuU; Brent - S5.20/bbl 

Febtuaty Europe Fonnula: Brent • $4.}0/bb] 

“Effective Price Increase +$ JOilrbl 

MARKET (Januarv/FebniaiYl 

During the tiine period between the establishing of the (January) formula and the 
(February) formula the followirtg ^ange in market prices has occurred as follows: 

(See enclosed Platts chart) 

Basrah Liaht Urals IN WE) iioblMei} 

(Delivered NWE) 

(January) Ulttngs Breni41.70 Brent -J .70-t0 Brent -$.90 

February) Liftings Brent -$2.90 Brent -$I.9S-2.00 Brent -$2,20-2.30 

Current (Offered) 

EfTective Market A -$l.23A>bl -$1.20-1 .2$/bbl -$1.30-1.40/bbl 

Therefore the net effect to lifters for F.O.B. shipments from January to mid February (i.e. 
ROSENEFTEIMPEX lifting period) are as foUows: 

Average Market Decrease 

Basrah LightA3ther Sour Crude -$1.20-1.30/1^1 

(JaaTcb) 

increase O.S.P. Formula (JanTeb) +$ .70/bbl 

Eflcctivc Price Increase S1.90/bbl (miolmun) 

(JanTeb) 

BASRAH U S. 

For purposes of demonstration the substantial requirement for formula price change 
applicable to February we summarize the change between the (January) price formula 
and current (February) price formula compared to change in market prices as follows: 

OmeUL SELLING PRICE (Janaarv/FebniarT) 

January U.S. Formula: WTI -$8.70/bbl 

February U.S, Formula: WTI -M.45A»bl (current) 

“Effective Price Increase; +$ .25/bbl 


I 


BAY04-01198 
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Btifih Light Spot Anetiownt (PUtts) 

(Dtlivcred U.S. OulO 

(Januvy) Liflinp WTl •$4,50bbl (Januvy O.S.P.'BaKd V«lue) 

(Febniary) Liftings WTI -$S.70/bbl (Basis last sfwt sale) ’Not*: Jtnuwy liftioe 

“Effective Market & -$ 1 .2(Vl>bl 

Therefore the net effect to lifters for F.O.B. shipments ffoni Januao' to mid February 
(i,e. ROSENEFTEIMPEX lifting period) ate as follows; 

Average Market Decrease 

Basrah Light/Other Sour Crude •$ 1 .20/bbl (minimum) 

Increase O.S.P. Formula (Jan/Feb) +$ .2S/bW 

Effeclivt Price Increase +$1.40ft)W (nlnimuni) 

(Jan/Feb) 

FREIGHT COST 
BASRAH LIGHT 

At the time ftiat the February OSP prices were negotiated with SOMO and submitted for 
approval we understand that a freight market adjustment was considered by the U.N. 
Overseers to partially offset some of the above factors. 

Unfortunately, for liftings arranged in advance, before mid February, auch market freight 
savings had not occurred. For future shipments a savings of 10 WS pts should apply or 
equal to approximately S0.2S/bbl. 

CONCLUSION 

It b evident from the above referenced simple summary of economic considerations 
affecting liftings in February that an immediate price formula change is required. 

This price change should take in fully the net price increase since January described 
above, by adjusting the current OSP formulas for Europe and the U.S. as follows: 


EUROPE; 

DTD Brent 

-4.50 (Feb OSP Current) 

-1.90 (Effective Price Increase Since Jam OSP) 

TO: 

DTD Brent 

-6.40 (Feb OPS Proposed) 

US; 

wn 

-8.45 (Feb OSP Current) 

-1.40 (Effective Prince Increase Since Jan.OSP) 

TO; 

WTl 

-9.8S (Feb. OSP Proposed) 
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MltfUKCTVBS 

Wlttle the icquiremenl for immediate formula price changes for Bunh shipments for 
EuropcAJS destinations is stressed above, due to the economic impact for lifters (ie 
ROSKEFTEIMPEX and others) which pre<afTange pmmpt vessels prior to the 
establishment of offical prices, H is also implied that Kirkuk formula prices should 
likewise be adjusted. 

This need to change Kidnik prices also is evidenced by the recent export levels, which 
have ranged horn nil to short periods whereby a few liftings have occuned, but well 
below capacity. 

Kiifcuk formula prices should therefore be adjusted based on the i^ve proposed Basrah 
Light price formula, plus fair market adjustments for quality and ficight savings. 

Sincerely, 

Y.Poukhov 
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02-12-2001 09:44M1 FREM 


TO 7132248101 


TO; 

Mr. Peter Kolby, Chairman 
U.N. 661 Com^ltee 

FAX; 

212 6tS0SS4 

FROM: 

ROSNEFTEIMPEX 

Fax; (095) 979 60 71 

DATE; 

February 12, 2001 

Dear Sirs; 



I am compclltd to write you retarding the price mechanism recently approved by the UN 
for February liftings, wbmby the prices submitted by the Overseers are signlficaiitly 
dlfTerent than mvkel prices, and eonsetiucntly will jeopardize funu« oil liftings under the 
program, as well as the companies participating. 

Kosnefteimpex has participated in the program since Phase vni, and as such are familiar 
with the process of establlsbing prices. On the basis of this understanding, and good 
faith, we have arraiifed liftings (or February, prior to the eitiblisbment of a price 
mechanism, for vessels expected to begin losing Fcbruaiy 9, 2001. 

Under the present price mechanism to perform such a lifting would have substantial 
financial contequeiKCs to the lifter which cannot be the intent of the UN, 

However, given the fact that the changes in maritet circumstances since January 
described above, which have deteriorated further last week, seemed to have bem largely 
dismissed the UN Overseen. For example, wt understand that SOMO attempted to 
subnut mote competitive formula's which would not have been accepted, despite 
supportive erguments. For this reason, we appeal herein to the Committee directly in 
otto to resolve this issue. 

We are also coecesned with the ftiture viability of the program, if due to recent special 
concerns of the Committee, as in Pe btuaiy, a price mechanism can’t be fairly established 
according to standard industry conditions. 

As to the ptesent situation, with vessels tiiiving, and to avoid ftuther curtailments to the 
production and program in geneml. we have sttoiittad the enclosed mccnoriadum to tlie 
UN Overseers, which clearly demonstrates the current price mechanism inequities for 
your review. 

Sincerely Yours, 


y.Pokhov 
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TO: RICHMOND HOTEL - GENEVA 

FAX: 0114122 715 7001 

ATTN: MR. AUGUST GIANGRANDI - ROOM 527 

DATE: FEBRUARY 1 1. 2001 

FROM; DC 


Please see attached copies of: 

1. Letter to Ovetseeis fiom Rosnefteimpex 

2. Letter to UN 661 Committee from Rosnefteimpex 

3. Letter to MO Exmiltaltech (to approve and instruct Italy) 

4. Letto' to UN Overseers from Italtech (to be finalized in Houston in AM) 

5. Letter to UN 661 Committee from Italtech 

6. To be finalized -letter to US from Bay 

Best regards, 

DC 
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BAYOIL 

TO; Mr. Peter Kolby, Chairman 

U.N. 661 Committee 
FAX: 212 688 0554 

FROM: David B. Chalmers, Jr. 

DATE: June 25, 2001 


Dear Sirs: 

1 am enclosing a copy of a letter sent to an affiliated company, addressed to myself, from 
die office of The Oil Overseers, together with copies of letters sent to several oil contract 
holders. While the various companies may respond to the letters directly or through their 
respective U.N. Mission, I feel compelled to advise your office of our concerns regarding 
the motivations behind the sending of these letters. 

Specifically, our concerns center on the compelling evidence of a long standing prejudice 
toward myself and the company 1 am affiliated with, extended to the companies we have 
contracted for supply, by the individual U.N. Overseers, Mr. Michel Tellings. In this 
connection, I would like to summarize some key points supporting our concerns as 
follows: 

Firstly, Bayoil has from the beginning of the Oil-for-Food” program provided the office 
of The Oil Overseers tegular well documented maricet information in the spirit of 
assisting The Overseers to achieve their sole mandate of establishing monthly price 
mechanisms which are reflective of Bur market conditions. As such, since the start of the 
program until late last year, there were seldom differences between Bayoil's market 
assessments applicable for each monthly price mechanism and the final agreed formula 
between SOMO and the U.N. Overseers. 

Beginning late last year, there has been consistent differences between fair market 
formulas proposed by lifters, and the formula which the office of the Overseers would 
accept from SOMO. Since most lifters, such as Bayoil, make such arrangements well in 
advance of each month, SOMO has endeavored to propose or submit prices consistent 
with lifters current assessments, often leading to a stalemate or outri^t rejection by the 
Overseers. This development is widely known to be due to the hard line approach of Mr. 
Tellings, including a departure of methodologies used to establish monthly formulas prior 
to his appointment, which has led to widely reponed friction between Mr. Tellings and 
SOMO, as well as most established lifters such as Bayoil who regularly contested the 
price formula. 
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The prejudice specifically directed toward Bayoil and myself personally, can be traced to 
our correspondence to the Committee during previous months outlining the 
inconsistency in calculating fair formula prices, and is further evidenced by Mr. Tellings 
refusal to have a telephone conversation or meeting on the subject which is, of course, 
outside the guidelines and completely unprofessional. 

The recent letter request for information enclosed is further evidence of a of 

prejudice, whereby the documentation request is completely outside Mr. 
authority and mandate under the program. Furthermore, the fact diat the type of 
documentation request has not been part of historical practice and not requested of any 
other lifter than ourselves. 

It should be further noted that the requested documentation is specifically targeting the 
lightering of vessels through the Egyptian SUMED Pipeline and Canal, which is a 
historical shipping route, recently interpreted by Mr. Tellings as outside the contract 
terms. 

This interpretation has led to the current situation, whereby, new documentation 
requirements for vessel owners under destination disallows such Suez routings to final 
disport, leading to a stoppage of all transit through the Suez Canal. It is not reasonable 
that such an occurrence was contemplated by the Committee, whereby an individual 
overzealous Overseer has established the power to stop shipping through an established 
trade route due to a technical contract interpretation and bas^ on prejudice toward a 
specific shipper. 

Due to the above circumstaiKes we respectfully decline Mr. Tellings’ request for 
information outside the authority of his office, while maintaining our accountability to all 
our suppliers, including SOMO, with respect to meeting contractual terms and conditions. 

It is with great regret that I feel compelled to address the above referenced concerns to 
your office, as I have previously had great respect for the office of the Oil Overseers, 
who’s job is of great importance to the success of the program. 

Sincerely, 


David B. Chalmers, Jr. 


Ends. 
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TO: 

UN OIL OVERSEERS 

ATTN: 

. Alexander Kramar 

Michel Tellings 

Morten Buur- Jensen 

FAX: 

212-963-1628 

FROM: 

Bayoil Supply & Trading Limited 

DATE: 

January 24, 2002 

REF: 

Your Ref; S/AC.25/2002/1382 dated 10 January 2002 

M/T Hellespont Paradise - B/L 2/25/01 and MAT Tina - B/L 1/20/01 


Dear Sirs; 

For your information with regard to the referenced shipments, Bayoil has according to 
standard industry practice, made every effort to comply on all shipments within the terms 
and conditions of the contracts applicable for each lifting. To this extent, we have further 
provided our supplier, when requested, any information relevant to the application of the 
appropriate contractual terms. 

Therefore, we are surprised by the continued request directly to Bayoil relating to specific 
detailed information for the shipments referencoi to above as Bayoil had previously 
provided your office, on a courtesy basis, clarification about shipping routes for a number 
of vessels, including the vessels mentioned, which should have satisfied your overall 
concerns. As such we understand your office has already obtained directly and indirectly 
the information requested concerning the vessels used in shipping the oil to final 
destination which should have satisfied your overall concerns. Secondly, we are 
surprised by such a request directly to Bayoil as recently your office had made it clear to 
our personnel that there is no reason for communications between your office and 
Bayoil’s professional personnel, despite the fact Bayoil is an approved lifter and therefore 
formally authorized to have discussions on price with your office. 

This was evident during a recent telephone call by Bayoil London representative. Dr. 

John Irving to Mr. M. Tellings to discuss market prices, in which Dr. Irving was told in 
response to an enquiry about how formulas were calculated, “who are you”, “you are not 
a refiner, you are not an allocation holder”. “I am bored with this conversation”. 
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Based on this disturbing conversation, we are greatly concerned that your office, whose 
mandate is primarily in connection with reviewing prices submitted for establishing 
fairness, is instead, on some kind of mission to find fault with our Company, by 
attempting to directly audit the activities of our company in a manner not universally 
applied to all industry participants in the program and outside your office’s standard 
scope of responsibility. 

A further example of your apparent prejudice toward Bayoil is evident in your recent 
letters statement regarding the purported non-adherence to the contract provision under 
transshipments, whereby your oflSee now retroactively interprets that Bayoil’ s shipments 
routing via SUMED/Suez Canal, constitute a breach of contract while the shipping route 
has been both historically and widely used by the industry including during this period, 
which was well known by your office. It should be fiirther noted that Bayoil, along with 
most industry participants, consider yoiu offices recently adopted vessel loading 
documentation requirements for the purpose of prohibiting such vessel routing via Suez 
constitutes a clear restraint of trade and further prohibits the successful operation of the 
Oil-for-Food Program. 

In cormection with your office’s current over-zealous efforts to audit our company’s 
indirect participation in the Oil Sale Program, for reasons we conclude to be Wghly 
prejudicial, we feel compelled to address herein the most serious example of such 
practice as follows: 

Bayoil has previously on several occasions corresponded with your offices and provided 
supporting documentation concerning a most serious injustice affecting our company in 
connection with a shipment Bayoil lifted on June 8, 2000, whereby the quantities loaded 
were substantially below the documented B/L quantities under wldch Bayoil’s Letter of 
Credit was automatically drawn. As this mistake in loading was due primarily to the 
negligence of the U.N. appointed inspector, which was known almost immediately after 
loading, it is incredulous that Bayoil was required to pay for quantities of oil not loaded, 
and that your office has taken no initiative to correct this injustice and has relayed that no 
remedy for Bayoil’s recovery of funds paid to the U.N. account without a direct initiative 
by of S.O.M.O. as well as full U.N. membership approvals which thus far has not 
happened. 

With regard again to your fax of giving Bayoil an ultimatum in cormection with the 
documentation requested, we do not feel currently obligated to provide such information 
undo" such circumstances, particularly as the information requested is likely to be used 
out of context and without consideration of the normal practice at SUMED, whereby 
shipping tolerances and logistics allow for differences in shipping capacities to be 
accrued and compensated over time, unless in the current environment whereby your 
office has initiated methods to stop aU transit via Egypt to major consuming countries. 

As, and if circumstances and attitudes change to a more commercial tone, we shall further 
consider your request. 
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Meanwhile, we look forward to your suggestions for resolution of the matter also 
addressed herein, whereby funds have been paid into the U.N. Oil-for-Food Account 
under the L/C for vessel M/T “Essex”, an amount of $50,720,155.83 resulting a 
minimum of $1,202,678.93 more than should have been paid due to the discrepancy of 
B/L volume which was recalculated at loadport to be 1,989,133 barrels or 48,312 barrels 
greater than paid under the L/C which as drawn basis 2,037,445 barrels. Further the 
recalculated loadport volume of 1,989,133 barrels is still substantially above the final 
disport figures according to the same U.N. Inspection company of Saybolt. 

Look forward to your earliest response. 

Sincerely, 


David B. Chalmers Jr. 

For and on behalf of 

Bayoil Supply & Trading Limited 
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BAYOIL 

TO; UN OVERSEERS 

ATTN: ALEXANDER KRAMAR 

MICHEL TELLINGS 
MORTEN BUUR-JENSEN 

FAX: 212-963-1628 

FROM : DAVID B. CHALMERS, JR. 

DATE: AUGUST 8. 2001 

RE: IRAQI CRUDE PRICING POST AUGUST 10™ 2001 


DEARSSIS; 

FOLLOWING OUR DISCUSSION EARLIER TODAY I WOULD LIKE TO REVISIT 
SOME OF THE CLEAR ISSUES IN THIS VERY IMPORTANT AREA. 


1) FREQUENCY OF PRICE CHANGES 

i' ' 1' .. 

WHILST EVERY LIFTER IS SUPPORTIVE OF 30 DAY PRICING CHANGES 
THE MORE VOLATILE MARKET CONDITIONS FOLLOWING 
SUSPENSION OF EXPORTS COMBINED WITH THE SURGE OF EXPORTS 
U.S. BOUND, SHOULD SUPPORT REQUIRED MARKET ADJUSTMENTS 
WITHIN A 30 DAY PERIOD. AS AN EXAMPLE OF THIS MARKET 
VOLATILITY DUE TO A SURGE IN THE EXPORTS, THE CURRENT 1 0 
DAY PRICE FORMULA HAS RESULTED IN THE WRONG PRICE AND 
SERIOUS FINANCIAL LQSSES FOR MANY LIFTERS. 

‘ WE WOULD, THEREFORE, ENVISAGE ANY AGREED 30 DAY PRICING ‘ 
POUCY TO RECOMMENCE SEPTEMBER 1®^ USING THE CURRENT 
BALANCING AUGUST PERIOD FOR THE NECESSARY RE- 
ADJUSTMENTS REQUIRED. 


2) CURRENT SPOT MARKET OF DELIVERED BASRAH LIGHT 

IN THE FIRST APPENDDC TO THIS CORRESPONDENCE PLEASE FIND 
ENCLOSED A COPY OF TODAY’S SALE FROM BAYOIL TO EXXON FOR 
IMBBLS BASRAH LIGHT DELIVERY 15-25 SEPTEMBER, 2001 . 


BAYOU SUPPIY 4 trading UMITED 
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THIS TRANSACTION WAS PRICED @ -4.60 DELIVERED, AND BY NO 
MEANS CAN BE CONSTITUIED AS THE ONLY DEAL TO BE DONE AT 
THESE LEVELS OR LOWER. 

THIS IMPLIES AN FOB PRICE MINA AL BAKR AS FOLLOWS: 


DELIVERED VALUE -4.60 

FREIGHT(55WS) -1.58 

UGHTERING -0.60 

DEMURRAGE ©LOAD -.04 

DEMURRAGE @ DISPORT -0.07 

INSU/ENSP r0.04 

TVM -0.10 

IXISSES -0.10 

OPA/HEDGE -0.02 

RISK/COST CONTINGENT -0.20 

REQUIRED FOB -7.35 


YOU WELL BE AWARE THAT THIS FREIGHT LEVEL OF 55 WS IS FOR 
THOSE VESSELS ALREADY FIXED FOR AUGUST LOADING. 

USING THE SAME LOGIC AS ABOVE. THE FOB PRICE FOR KIRKUK POST 
AUGUST 10™ SHOULD BE AS FOLLOWS: | 

BUGHTFOB -7.35 

(FREIGHT SAVINGS) +0.45 - (WS 55/WS65) 

(QUAUTY DIFFERENTIAL) +0.20 

KIRKUK FOB (REQUIRED) -6.70 

3) OTHER MARKET FACTORS 



THE SECOND APPENDIX DETAILS, FOR YOUR CONVENIENCE, THE . 
VOLUMEOF-CRUDE oil ex MINA AL BAKR.THAT IS SCHEDULED TO 1: 
ARRIVE IN THE USGC THROUGH DECEMBER. I - - 

THIS DATA HAS BEEN EXTRACTED FROM OUR ANALYSIS OF VLCC 
CHARTERERS. 

YOU CAN READILY SEE THAT THE VOLUMES ARE LARGE : 
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FIRST DECADE lOM BARRELS 

SECOND DECADE 12M BARRELS 

THIRD DECADE 16M BARRELS 

TOTAL 38M BARRELS 


SINCE CONVENTIONAL WISDOM SUGGESTS THAT 20M BARRELS IS HIGH 
FOR THIS REGION, IT IS CLEAR THAT THE SPOT SOUR MARKET WILL 
COME UNDER INCREASING PRESSURE. 

PLEASE REKffiMBER THAT THESE RGURES DO NOT INCLUDE KIRKUK. 

ONE OF THE REASONS FOR THIS IS THE CONTINUATION OF AN IMPLIED 
AND SOMETIMES STATED POLICY TO NEGATIVELY PRICE AND 
REGULATE BASRAH IMPORTS INTO EUROPE. FOR EXAMPLE, TTIE CLEAR 
CONSTRAINT OF TRADE REGARDING THE USE OF SUMED / MED HAS 
CLEARLY RESULTED IN THE MARGINAL' SURPLUS BARRELS GOING TO 
THEUSGC. 

B. PRICE DETERIORIATION OF OTHER COMPETING GRADES I.E. 
MARSAVTS 

SINCE THE END OF JULY THE PRICE OF WTS HAS MOVED FROM -$1.00/BBL 
TO OVER -$2.00/BBL NOW. SIMILARLY, THE PRICE OF MARS CRUDE OIL 
HAS MOVED FROM -$3.50/BBL TO CURRENTLY BELOW .$4.27/BBL OVER 
THE SAME PERIOD. 

4) CURRENT FORMULA PRICE BASRAH UGHT(U.S.) 

THE CURRENT FORMULA APPROVED FOR THE PERIOD AUGUST I-IO DOES 
NOT REFLECT THE MARKET/COST FACTORS OUTLINED ABOVE WHICH 
WERE BASED ON THE ESTABLISHED METHODOLOGY USED BY THE U.N. 
SINCE THE PROGRAM STARTED. 

I.E. THE OVERSEEN PRICE DISCOVERY FOR BASRAH FOR AUGUST 1 -10 
BELIEVE INVOLVE THE FOLLOWING: 

DELIVERED-VALUE ^.30---— - - r “1 

FREIGHT ■ -1.57 

COSTS -0.68 BY LOGICAL DEDUCTION 

FOB PRICE PROMOTED -6.55 
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IT APPEARS THAT THK $0.68/BBL DEDUCED COST HAS NO MEASURE IN 
REALITY AND DOES NOT REFLECT THE TRUE COSTS WIDELY USED TO 
ESTABLISH MONTHLY PRICES. 


WE THEREFORE HOPE THAT IN THE INTEREST OF ESTABLISHING A FAIR 
MARKET PRICE FORMULA CONSEQUENTLY LEADING TO RATABLE 
LIFTINGS, YOUR OITICE WILL CONSIDER THE FACTORS OUTLINED 
ABOVE. 
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September 13, 2002 


Mat&ew T. McManus 
Division Chief - Energy 
Producer Affairs 
U.S. Department of State 
EB/ESC/IEC/EPC 
Room 3535 

Washington, D.C. 20520 


Dear Sin 

It was a pleasure to speak to you by phone concerning fee recent controversy over fee 
pricing mechanism currently being adopted by fee United Nations (“UN”), under fee 
“Oil-for-Food” Program. As I mentioned to you, my colleagues and I at Bayoil are 
greatly q)preciative of your recent initiative to reacfe out to cuirait and fonner industry 
participants in fee program, such as ourselves, in fee spirit of learning more about 
industry concerns over fee presoit system, and findin g solutions to fee issues involved. 
We hope feat this will lead to longer-term success of fee program and wider industry 
participation. 

We believe we can assist you in your quest for solutions to these issues as a result of our 
history as participants in this program and our knowledge of fee industry. Furthermore, 
we believe feat we could provide you wfe a more objective approach than you mi^t 
encounter from other participants in fee program due to fee fact feat we maintained but 
limited participation, for fee most part, during the period in which greater controversy 
arose in coimection wife fee pricing mechanism. 

Accordingly, my colleagues and I would hope to maintain dialogue wife your office 
and/or meet to further discuss fee various key points of concon to fee industry feat we 
believe should be considered in finding a solution feat addresses all concerns. 

hr anticipation of continued dialogue wife your offices, I would respectfully like to 
submit fee enclosed memorandum from Bayoil which will, in fee interim, summarize 
some of fee key points of concern to fee industry which, fimn our perspective, have led to 
fee present situation, and present you with some ideas, which we believe could lead to a 
longer tarn solution. 

Sincerely yours. 


John D.N. Irving 


Permanent SubcommiUee on Investi£ations 

PSI Minority Rpt-FN 114 




1199 


MEMORANDUM 


TO: Matthew T. McMaaus 

Division Chief- Energy 
U.S. Department of State 


FROM: Mr. John D.N. Irving - Bayoil London 

Mr. David B. Chalmers, Jr. - Bayoil Houston 


DATE: Sqjtember 13,2002 

REF: Summary analysis of key developments affecting recent industry 

participation in Iraq oil sales under the U.N. “Oil-for-Food” Program and 
proposed future changes in procedures for establishing price mechanisms. 


I. INDUSTRY PERSPECTIVE OF RECENT PRACTICES FOR ESTABLISHING 
OIL PRICE MECHANISM 

Our Comments 

There are, in our view, two key issues related to the controversy over the current pricing 
mechanism that have contributed to critidsm within the industry and reduced 
participation in die program. 

1 . The methodologies applied by the UN Overseers in the assessment and 
calculation of the price formulas has become unpredictable, and the variation in 
these methodologies has spurred further uncertainties. At the same time, the 
accuracy of the assessment, regardless of the methodology employed, is 
questionable. 

2. The procedure adopted over the past few months by the 661 Committee, wifli the 
Overseer’s rqiproval, requires ‘holding” formula prices submitted by S.O.M.O. 
until die applicable period has elapsed. This procedure appears to be at variance 
with Resolution guidelines and general industry practice, and has led to lower 
program participation, and perhaps even an impact on the future success of the 
program. 


Permanent Subcommittee on Investigations 

PSI Minority Rpt - FN 114 





1200 


Methodology 

With regard, to the methodologies used by the Overseers in determining reasonable price 
formulas, it is evident - fium our analysis of the formulas approved over the course of the 
program and our discussions with other industry participants - that the Overseere have, 
over time, changed their methodologies for calculating formulas and sourcing market 
information in a manner that has been construed by many industry participants as 
unpredictable, uncompetitive, and even unfair. In fact, many industry participants hold a 
very cynical view that die Overseers will adopt whichever methodology will yield the 
hipest price for a reflective period. 

To be more specific, ever since the program’s inception, various inethods have been used 
by the Overseers to consider fiirmulas for fiproval. These involved the application of 
different criteria and assumptions, fium period to period, with respect to key market 
components used in the eventual formula. For example, the criteria for determining 
market value assessment for U.S.-bound shipments has shifted, over time, fimn quality- 
based comparative values to Saudi crude prices, spot Iraqi price-based assessments, and 
recently to quality-based comparative values to U.S. crude grades. As the basis for 
assessing the value of Iraqi grades changed, so too did the market period rqiplied to each 
monthly formula calculation. Moreover, during the period subsequent to the adoption of 
retroactive prices, the Overseers have calculated the formulas as follows: i) initially on 
the basis of market assessments prevailing at the time of UN approval, ii) on the basis of 
the calculated average 30 days prior to UN approval, and iii) most recently, on the basis 
of assessments applicable during a determine loading peric^ for each Iraqi grade. Such 
inconsistency on a unilateral and imdefined basis has caused the greatest degree of 
fiustration and criticism within the industry. 

Unfortunately, this criticism has been fueled by the recent controversy surrounding the 
July 2002 prices for U.S.-bound shipments, when outspoken industry participants created 
a stir in the press and elsewhere, claiming foat the Overseers were calculating the U.S. 
market componeirt.of the formula based on average published prices for other varieties of 
crude (e.g. Mars ^de)- whidi did not fully reflect differences in quality and market 
delivery periods - instead of applying price assessments derived ftom widely reported 
spot market transactions or offerings for Iraqi grades applicable to the July lifting period. 

Most industry observers have concurred that, in tandem witii the periodic change in 
methodologies used for calculating price formulas, foe accuracy of foe market 
assessments to foe various components of each formula has suffered for foe following 
two reasons: 

1. Many industry participants believe that foe market assessments historically used to 
calculate formulas were derived fimn documented and rqrorted transactions that foe 
Overseers sourced fixrm foe most active participants in foe program. These transactions 
are oftai no longer included or considered, in li^t of foe greater weight givai by foe 
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Overseers to the market assessments and/or formula recommendations of die major 
Britidi ofl companies. In a similar vein, many industry participants are concern^ about 
the fact fliat the Overseers actually “pre-advise” S.O.M.O. on the only formula that they 
should forward for ^roval. This procedure in fact allows the Overseers to present to 
the Committee a formula fliat has been “ofBdally submitted” by S.O.M.O. even fliou^ 
in-reality, ithas been “imposed” on S.O.M.O. by the Overseers, thus exonerating the 
lattCT fiom having to justify how they arrived at flie formula. 


Retroactivity 

Many industry participants have criticized the retroactive pricing policy recently adopted 
by the UN. However, it is our view that the prime concern of most companies is the 
overall uncertainty and/or lack of conSdence in the actual methodology applied towards 
the calculation of flie formula, which if applied retroactively often results in an 
unacceptably hi^ level of financial risk Therefore, the retroactive pricing policy in and 
of itself is not a primary practical concern; it is rather the combination of this policy and 
the uncertainty over the methodology used to calculate the retroactive price. Delivery 
time to the U.S. Coast by itself can tolerate retroactivity provided a decision on price 
formulas is made prior to unloading. Thus, retroactivity would ironically provide a price 
closer to the market value at selling date 

Unfortunately, the association of the Overseer’s varying methodologies with the 
retroactive pricing policy has contributed to unforeseen financial losses to current 
program participants and led to wider criticism, including claims by many that the 
retroactive pricing is at variance with the initial UN Resolution guidelines and 
corresponding contractual terms. 

While the reasons for adopting the practice of proving formula prices on a retroactive 
basis only are clearly understood and supported by the industry at large, most companies 
believe a “standard industry” methodology for calculating relevant fair mark^ price 
formulas (prior to the date of lifting) can easily accompli^ the same goal. 

Accordin^y, it should be possible for the UN and other experts to regularly determine a 
final price formula for a particular paiod and grade. This formula could be accurate 
enou^ in relation to cost/market components not to be commercially marketable prior to 
lifting at premiums over the formula. This, in theory, opens the possibility fliat allocation 
holders could no longo’ afford to pay the illegal surdharges recently rqiorted. 

Convarsely, most industry observers do not understand the logic of appljmg prices 
retroactively to eliminate this possibility, as flie theory must somehow imply that end 
users can predict consistent fiiture increases in market values. This, in turn, would 
compensate for consistently paying premiums over currait market prices prior to each 
lifting. 
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Conclnsion 

In summary, the UN Oil-for-Food Program has, in our view, evolved to a situation where 
the industry has become increasingly critical of the program in general, and has 
subsequentiy greatly reduced its participation over time. This has led refiners to 
substitute Iraqi crude with crude firom other sources; a development that may be difiBcuIt 
to reverse in the future. 

If it is indeed in U.S. interests to maintain the Oil-for-Food program and, furthemiore, 
make it successful, we believe that the adoption of a pricang formula throu^ defined and 
consistent methodologies should be under^en and impleniented. Furthermore, such 
pricing formulas shoidd initially include conditions that will stimulate industry interest in 
substituting and reverting back to Iraqi grades, without consequential financial risk in 
doing so. 

Accordin^y, based on the assumption that there is a broad-based renewed interest in 
stimulating participation in the program, we would be prepared to cooperate with your 
office throu^ our expertise in this regard. As sudi, we have attadied herein a summary 
of specific recommendations, whidi should address overall industry concerns, while 
hopefully meeting any concerns or guidelines of the U.N. and its members. 
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n. RECOMMENDED FUTURE GUIDELINES/PROCEDURES FOR 
ESTABLISHING PRICE MECHANISMS 


Per the above conclusions, we would recommend that the U.N. adopt more defined and 
consistent methodologies to evaluate and approve submitted price formulae that would 
better meet industry approval. We wish to stress that there are two inherent and integral 
steps to this recommendation: 

Stq) 1 That the U.N. adopt a clearly defined and standard industry methodology to 
determine a base case price formula for each grade/destination tiiat clearly 
identifies each maiket/cost component or assessment used to calculate the final 
formula price. And furth^ore, that the UN adopt fliis in conjunction with a 
defined methodology with respect to the conditions and procetoes followed to 
determinate the applicable timeneriod prices. 

Stq) 2 That the U.N. adopt clearly defined procedures and mefliodologies for evaluating 
and assessing (not simply limited to the calculation of market factor changes) 
prevailing market conditions to be applied for each conseouential formula over 
time. 

STEPl 

Hie methodologies proposed for establishing and/or calculating foe base case price 
formula components can be broken into three categories and are defined and described as 
follows: 


1) Primar y Shipping Cost Assessment 

Definition: = Cost assessment in $ per barrd, ^plicable to each praiod, foat comprises a 
generic frei^t cost calculation for typical vessels loading at eadi I^i 
port and destined for a designated delivery port within each destination 
region. 


Method of 

Assessment: - A market fieight r ate assessment is determined, for foe prevailing period, 
by objectively replying foe predominant ^t frei^t rates determined by 
major industry participants and/or publications for specific vessels 
chartered fiom Iraqi ports in conjunction with generic vessels 
offered/chartered in foe region for transit to foe destinations applicable to 
Iraqi crude formulas. 
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Th e shippine cost estimate is then calculated according to standard 
industry me&ods by applying the freight rate assessments to generic 
shipments according to their loading ports (i.e. Kirkuk, Basrah) and 
destination regions (i.e. Europe, U.S.) 


For Europe; 

Kirkuk - Shipping Cost 
Basrah - Shipping Cost 


Rate X Ceyhan to Augusta (Italy) 
Rate X A1 Bakr to Augusta (Italy) 


For the Americas; 

Kirkuk - Shipping Cost = Rate x Ceyhan to S. Sabine (Texas) 

Basrah - Shipping Cost = Rate x A1 Bakr to S. Sabine (Texas) 


Note; It is important that the calculation of all frei^t components of each 
formula be based on the same delivery port in order to adiieve accurate 
formula differences between Iraqi graides delivering to the same 
destination. (This has not always been done in the past, thus contributing 
to inconsistency and lower industry participation). 


2) Secondary Associated Transaction Cost/Risk Factors Assessment 
A. Vessel Demurrage 

Definition; = Estimated cost assessments associated with typical conditions at loading 
ports/disports for the various destination regions, (inclusive of estimated 
costs for typical loading port and transshipment vessels where applicable 
due to discharge port restrictions). 


Mediod of 

Assessment; - Cost estimate to be calculated by determining, firom industry sources, the 
prevailing and/or ejqrerience^ normal waiting time for vessels at loading 
ports/disports until discharge, and converting the number of days at 
prevailing demurrage rates to a per barrel cost. 

B. Marine Insurance 

Definition; = Cost per barrel estimate of typical insurance costs to shippers subject to 
insurance coverage against “All Risk” of physical loss or damage to crude 
oil shipped and/or stored in bulk form. 

= Additional cost per barrel estimate of prevailing war risk insurance costs 
to shippers loading finm Iraqi ports. 
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Method of - 

Assessment: - Cost estimate to be calculated according to standard industry methods and 
based on prevailing and industry-sourced insurance rates and valuation of 
oil and vessel hulls covered, whereby the final estimate is sufficiait to 
allow the charterer to use the best class of vessel available. 

C. T etter of Credit/Currencv Conversion Cost 

Definition: = Typical L/C cost per barrel injduding L/C confirmation charges in New 
York, and 

= Typical risk factor/cost of conversion fiem US$/Euro between the time 
period in which the price is established and that of the final payment due 
date. 

Method of 

Assessment: - Cost estimate calculated according to standard financing method and 

based on quoted rates or fees provided by banks and participants covering 
L/C opening charges and confirmation charges applicable for prevailing 
L/C valuations issued to the Uhl. 

- Cost estimate for currency convoaion risk based on typical and/or actual 
cost/risk exposure charges incurred by shippers according to 
information/documaitation sourced fixnn major participants and financial 
institutions. 

Note: Such cost estimates should fully cover partial risk of loss and not 
based on rate or fees availably only to laTgw institutions. 

D. Inspection Costs 

Definition: = Typical costs per barrel associated witii fees for appointing indqrendent 
inspectors at load/discharge port(s) required by banking and insurance 
institutions for foe purposes of establishing the accuracy of vessel 
load/discharge volume calculations. 


Method of 

Assessmmt: - Cost estimate to be based on typical rates (fees charged by major 
surveyors and inspection companies to major participants. 
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E. Other Financing fT.V.M. Hedemg't 

Definition: = Cost of financing typical cost/risk exposure to shippers covering the 
period between payment and/or pricing of oil fix)m suppliers and the 
correg)onding period for final receivers. 

Method of 

Assessment; - Cost estimate to be based on prevailing oil valuations, interest rates / 
future transaction fees applicable and typically charged to oil company 
partidpants. 

F. Cargo Handling Losses 

Definition: = Typical handfing/transportation oil volume losses which occur between 
the load port and final disport and are not otherwise covered by 
extraordinary insurance claims. 


Method of 

Assessment - Cost estimate per barrel covering normal cargo losses not covered by 

extraordinary insurance of sqjproximately 0.5% and calculated on the basis 
of prevailing oil valuations. 

n. rxintineencies/Risk Margin 

Definition: = Minimum e^qjected overages compared to budgeted secondary cost 
estimates and based on the historical costs incurred by the major 
partidpants in the program since inception. 

= Risk margin factor assessment per barrel ^licable to minimum typical 
market basis risk for such transactions, particularly given the origin of the 
Iraqi oil and pricing mechanic. 

Method of 

Assessment: - Cost estimate based on realistic industry standard experience as provided 
by major partidpants, including documented historical analysis if 
required. 

- Risk margin estimate to be based on prevailing market risk assessmait 
incurred by shippers with respect to &e basis ride assodated with the 
market assessment components of each formula. (Le. W.T.L/Basrah 
or Urals/BCirkuk, Brent/Kirkuk, Platts/Nymex). 
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3) Market Assessment 

Definition: = The prevailing assessments of the delivered spot market prices for Iraqi 
grades reflected as a $ per barrel diflferential versus fire relative market 
mule for each destination (i.e. Brent or W.T.I.). 

Method of . 

Assessmrait: - The primary and most accurate/fair method fisr assessing the prevailing 
market price differential should he based on actual spot market delivered 
sales transactions of Iraqi grades reported or published at the time price 
formulas are proposed and £q>proved for eadi applicable loading period. 

As such, these spot transactions should be the primary and sin^e basis for 
calculating market assessment components of file prevailing formula price. 

- In the event that no actual accurate transactions are offered or available 
fiom primary participants, an assessment of prevailing delivered Iraqi 
crude market offerings and/or bids by end users should be the governing 
factors from which to derive a market assessment. 

- In the event that, during a particular assessment period, there are no Iraqi 
grades reported as soldbeing offered to the relevant destination region, 
then the oil experts should evaluate the prevailing spot prices fi)r the 
closest comparable crude grade fiom other sources, and adjust the final 
estimate to reflect the prevailing quality differential to the Iraqi crudes 
and reported by a varied group of actual end users or other qu^fied 
industry sources. 

Note: If the primary methodology cannot be applied and/or the above 
referenced alternate methods are applied to a particular formula, then it 
should be clearly stated to all industry participants. 


Formula Market Assessment Difference Between Iraqi Grades (Kirkuk/ Basrah 
Light) For Same Destination 

A major characteristic in the marketing of Iraqi barrels per destination derives firom 
the two dear grades fiom this region; one or the other PREDOMINATES according 
to the different destinations, with the lesser grade trading off the DOMINANT basis’ 
generic quality differences. It is regarded as absolutely essential that file pricing of 
these gr^es reflect this key fundamental point 

Because of the complexities in this area it is pivotal to consider each location as being 
characterized by the import of a DOMINANT Iraqi crude oil grade as the main price 
determinant with the SECONDARY grade priced as a differential to the 
DOMINANT grade (this differential takes into consideration gaieric quality 
differaices between the grades and the respective fid^t component costs as defined 
above). 
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Location 


Dominant Grade 


Secondary Grade 


U.S. BASRAH 

EUROPE , KIRKUK 

FAR EAST BASRAH 


KIRKUK 

BASRAH 

N/A 


Note; The quality difference assessment applied by the U.N. should perfect the 
prevailing values provided and/or documented by &e larger participants in the 
program. 


The other timing guidelines or c onditions proposed for application to flie process of 
establishing foture price formulas are defined and described as follows: 

1) Period Of Time During Which Eadi Price Formula Is Applicable 

Each cargo has a specific Bill of Lading (B/L) Date. This date eiflier falls 
during the first half (a ‘TERIOD”) or second half (a “PERIOD”) of the 
calendar month of loading. If a cargo has a B/L in the first half (lst-15* 
inclusive) of the calendar month, then the applicable pricing differential 
should be that established for the first 15 days (1-15 inclusive) of the calendar 
month and if the B/L is m the second half (16th-28, 29,30, or 3 1st as 
sqjpropriate) of the calendar month then the applicable pricing differential 
should be that established for cargoes loading over the second half of that 
same calendar month. 


2) Detetmination Of The Respective Price Formula For Each Period 

The price formula applicable to each cargo for each PERIOD should be 
determined at the end of that PERIOD and based on the prevailing market 
assessments for the various market components at that time. The time 
interval between the end of a PERIOD and fliat when the price for that 
PERIOD is actually known and published should be a maximum as defined by 
the procedure outlined below. 

There should be no price submissions before the beginning of each PERIOD 
by SOMO to the U.N. (in other words no submitted prices will be on hold) 

3) Procedure For Finalizing Price Formulas Within A Time Limit 
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By the last calendar day of each PERIOD (or before if this day is a week-end / 
public holiday in either Iraq or USA) SOMO shoidd inform Oil Overseers of 
their pricing differentials for each of the grades^ocation combinations. This 
day wiU be called flie SUBMISSION DAY. 

In all cases the procedures followed for the determination of the pricing 
differentials for each PERIOD for each GRADE / DESTINATION shall 
always be consistent and identical for each PERIOD for the same GRADE/ 
DESTINATION - this always assumes that the pricing formula for each 
grade/destination is constant 

From the SUBMISSION DAY, SOMO and Oil Overseers should have a 
hmited amount of time to finally agree and coirfirm pricing differentials. This 
limited amoimt of time should also include agreement by the 661 Committee 
for the price differentials to be applied for each PERIOD. 

The final price differentials should be known and published not more fiian two 
working days after fire SUBMISSION DAY. 
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STEP 2 


PROPOSED PROCEDURES FOR EVALUATING MARKET 
ADJUSTMENTS FROM ONE PRICING PERIOD TO ANOTHER 

The difficult task of maintaining fair and con^etitive price formulas over time, despite 
clearer and more consistent mefliodologies employed by the U.N., will likely continue to 
be a difficult task, particularly due to the market volatility associated with substantial 
increase in export volume of Iraqi crude. 

As such, in the ^irit of all parties wishing to resolve the current difficulties of the oil 
program with an aim of contributing to the future success and participation, it might well 
be of utmost importance to establi^ a better sense of mutual accountability betwe^ the 
U.N. Overseers, S.O.M.O., and the industry partidpants, whidi should translate to certain 
new procedures on responsibility pertaining to the communications and/or exchange of 
mariret information, particulariy during the periods that price mechanisms are being 
established. 

With this in mind, we would spedfically like to propose further recommendations in 
cormection with the procedures/guidelines followed by the above referenced program 
partidpants as follows: 

A. PROCEDURES TO BE FOLLOWED BY S.O.M.O. WITH RESPECT TO 
SUBMISSION OF THE RESPECTIVE PRICE MECHANISMS FOR EACH 
PERIOD AND DESTINATION. 


S.O.M.O. should ideally: 

1) Hand in a formal written submission of spedfic formulas for each poiod on the 
pre-desi^ted date required under recommended procedines for foializing price 
formula. 

2) Submit a written summary of the calculations used and methodology applied to 
each formula submitted, including enclosed market documentation siqrporting the 
calculations submitted, on the day prior to submission date. 

3) Be responsible for contacting key industry sources, such as key partidpating 
marketing comparues, refiners, and others during the period prior to each 
submission to obtain flie most accurate prevailing maAet condition applicable to 
Iraqi erode in each major market as wdl as other market components applicable 
to each formula. 
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B. PROCEDURES TO BE FOLLOWED BY THE UJS, OVERSEERS WITH 

RESPECT TO SUBMISSION OF THE RESPECTIVE PRICE 
MECHANISMS FOR EACH PERIOD AND DESTINATION 


The U.N. Overseers would gaierally re-focus ttieir activities on establishing certain 
newly adopted daily operating proc^ures leading to a greater adherence to industry 
standard modus operandi, while paforming their primary stated function under 
Resolution 986 (1995) to “verify that the purchase price of petroleum and petroleum 
products is reasonable in tire li^tofprevailing market conditions, Specifically 
one may suggest die following: 

1) The Overseers would have a fiduciary responsibility to maintain daily 
communications of a professional and courteous nature with broad based oil 
industry representatives, particularly with emphasis on key direct or indirect 
participants in the program, in an effort to obtain and maintain the most 
accurate market information that applies to their responsibilities. 

2) The Overseers would accordin^y take into account this market information 
sourced from the industry, combined with relevant published oil market 
reports in an effort to complete a realistic level of in-house market analysis. 
This will surely help in the fulfiUmait of their long-term responsibilities as 
well as provide a basis for supporting tiieir (the overseers) assessments of 
formulae submitted by S.O.M.O. 

3) The Overseers would provide the Committee or its members regular market 
reports pertaining to their analysis and/or market information sourced fixim 
industry, which support the decisions or assessments made on formulae 
submitted. 

4) The Overseers would openly exchange views on their market analysis with 
industry participants especially where differences of opinions exist on market 
assessments, which may lead to dis^rproval or rejection of formulas 
submitted by S.O Jd.O. 
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C. PROCEDURES TO BE FOLLOWED BY INDUSTRY WITH RESPECT 

TO SUBMISSION OF THE RESPECTIVE PRICE MECHANISMS FOR 
EACH PERIOD AND DESTINATION 


The primary oil industry companies which are directly or indirectly involved in the 
successful execution of the oil sales program should ^e a greater degree of 
responsibility to supply S.O.M.O. and the U.N. representatives reliable and fiequent 
market anal 3 «is and/or reporting as such, some specific procedures which should be 
adopted as follows: 

1) The participating marketing companies, either independent or major company 
afBliates, diould take more responsibility to report to the Overseers and 
S.OM.O. confirmed market transactions for Iraqi oil which they are in a 
knowledgeable position to confirm directly, as a result of their market 
participation and can be relayed with a hi^ degree of accuracy. 

2) The same companies, as well as perhaps oflier less active participants, such as 
refiners fiom each region, should provide, upon request, the Ovoseers and 
S.OJM.O. with prevailing market analysis relevant to the price formula 
components, sudi as refinery net bade values and market comparisons to 
substitute grades. 

3) It is envisaged that the above information will be communicated verbally, 
vqwn request, unless or otherwise requested in fax/e-mail form, particularly at 
the time when price formulas are being established. 
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MEMORANDUM 


TO: 

Matthew T. McManus 

Division Chief - Energy 

U.S. Department of State 

FROM: 

Mr. John D.N. hving- Bayoil London 

DATE: 

September IS, 2002 

REF: 

Bayoil’s recoirunendations Jo foe U.N. wifo respect to foture 
mefoodologies and/or guidelines to be applied to foe establishment of 


price formula medhanisms. 


Dear Sirs: 

As a follow up to Bayoil’s Memo of September 13, 2002 and per your recent telephone 
request, I would be pleased to provide furdier background explanation about the 
considerations given with regard to our recommendations wifli reqject to the ('ll method 
and ( 2 ) time applied by the U.N. for establidiing the market value component of each 
price formula for consecutive periods. 

Market Assessment 

ITie proposed sqjplication of prevailing snot prices of Irani grades to calculate the market 
component of each formula is made in context wifli recommending a reference price 
component yielding a higlter level of accuracy or fairness, which simultaneously is a 
reflection of refmers’ historical practice of piuchasing these grades on an incremental or 
spot basis instead of base load or term supply. Despite the above, we evaluated all the 
methods appliecfby die Overseer chronologically since foe program started. For 
example, for U.S. destination, foe sq)piication of a Saudi (O.S.P.) adjusted for quality, 
followed by Iraqi spot sales assessments, and recently a U.S. crude (i.e. Mars) based 
assessment adjuked for quality. 

In this respect, we would like to summarize foe analysis and logic sqrplied to evaluating 
these various methods. 


Permanent Subcommittee on Investigations 

PSI Minority Rpt - FN 114 
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The Logie Associated With The Pricing Of Soot Iraqi Crude OH 
Introduction 

The price of any crude oil changes as the parameters determining its comparative 
value change-however the rate of this price change will be different for different 
rarude oils depaiding upon whether the crude oil is contracted on a TERM or 
SPOT basis. 

The con^arative value of any crude oil-be it TERM or SPOT^ will be consistently 
changing wifli a rate of change that will be different for differart geographical 
market sectors and for different crude oils. 

The characteristic of a SPOT priced raude is that its price is constantly adjusting 
so as to find its correct equilibrium level at that moment IN TIME and as market 
medbanisms allow, whereas a TERM crude oil will have a price fixed over a 
definitive interval period of time independent of any disturbance factors (market 
forces, srqrply-demand balances, political, technical, operational or econonuc). 


At the end of this defined interval period of time the price of the TERM crude will 
be adjusted to reflect the level of the perceived and prevailing SPOT price 
(adjusted to reflect as far as is possible all inherent characteristic differences) of 
other competing TERM or SPOT grades. 

Thus over a particular time period flie holder of a TERM priced contract 
expoiences either an opportunity COST or GAIN against the prevailing SPOT 
piice-and at any one time is possessing eithra: positive or negative economic rent 
against the TERM price. 

Characteristically in a SPOT price there exists no economic rent apart fium the 
intrinsic and private benefits / costs the seller or buyer of that price might hold 
and which are advantageous (or not) with respect to market forces at that moment. 

Characteristic of contracted TERM crude oil is a contracted and stable volume 
shipped rateably/ month-a voivnne that is indepaident of any change in a 
prevailing SPOT price and subject to a defined and predictshle schedule. 

The volmne siqiplied of TERM barrels can be adjusted on a contractual 


basis by arrangement without any change in the TERM price apart Sum 
normal time interval adjustments which would have happened anyway. This has 
the effect on global equilibrium of a compensatory change in the prevailing SPOT 
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price-especially those SPOT barrels that are trading on a long haul basis from 
sources close to those of the TERM sources. 


The effect of this is to apply a downwards pressinre at that moment on the SPOT 
price which is not reflected in the TERM price. 

Daily SPOT volume transactions fluctuate depending upon whether the SPOT 
price accurately reflects in totality the balance of all the parameters involved in 
the price level itself 

The parameters that govern the comparative value of any crude oil are many and 
vast-but an attempt will be made here to state some fliat are considered to be of 
overriding importance. 

• The inherent quality of flie crude oil: i.e as flie crude oil is processed in a 
refinery (through a multiplicity of optionality that the plant possesses per 
crude oil) what are the relative values of the many product and feedstock 
distribution yields (depending upon how this distribution is monetarised)? 

• What other crude oils are available to each refinery? 

• What are the current stock levels of crude oil and products? 

• How does the delivered cost of each crude oil compare to its own value to 
that particular sector location? 

• What is the shipping market for transporting crude oils from many 
different producing areas to many different refinery sectors? 

• How do these values change with respect to and in consideration of the 
many different refinraies in the same and different geogrrqrhical sectors? 

• Should the refinery be buying marginal (in the sense that TERM crude oil 
srq)ply is a TERM commitment for the refinery independent of SPOT 
maricet forces) aude oil at all? 

• Should the refineries in each market sector be processing any crude oil at 
all-should they be running feedstocks instead? 

• What is the price of tire marker mides in each market sector? 

• Are the marker crudes in different geographical sectors allowing arbitrage 
possibilities that distort flie aude supply picture and oeate a substantial 
disequilibrium in terms of any normalized trading patterns? 
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Tliese parameters-and many more -govern the ever-changing value and 
subsequent ever-changing SPOT price of any crude oil. 

The supraordinate control of these parameters-and their numerous permutations of 
combination- on price discovery is relatively elastic-thus ensuring volatility and 
continuous momentary equilibrium in the SPOT price (i.e. the SPOT price is 
always changing). 

The formula FOB price for any particular SPOT barrel of crade oil must always 
reflect and be consistent wifli the spot prices of its competing spot grades in terms 
of quality, freight, other costs associated with the transportation and the length of 
time required to tranq)ort the crade to a particular sector. 

If fliis is not the case dien no refina: will buy the oil unless the SPOT value of the 
oil is ihca:easing and the seller maintains the same price. 

Generally speaking tire market forces prevailing on SPOT crude oil are different 
and compensatory to TERM crade oil. 


CHANGES IN TERM CRUDE OIL SUPPLY: AFFECT ON SPOT PRICE 

In the current oil market environ m ent it is well known that the current supply 
level of TERM crude is, in itself trading above “quota”. It is also known that this 
excess can be increased according to needs and with general compliance from 
certain industry participants and geopolitical interests. In this environment it is 
undeniably the case that the SPOT price of assodated grades will reflect the 
ability of the ma±et to "absorb” incremental TERM barrels and, accordingly, wUl 
always be under pressure and consistently trade (on an equivalent basis) below Are 
TERM price at a differential that is volaffle and totally unpredictable. 


THE DEMAND FOR TERM CRUDE OIL: REFINERY BALANCING 


Most of the world’s major integrated companies-and many others- possess TERM 
crade oil supply contracts. The Percentage of refinery capadty employed in the 
convaaion of TERM supply barrels varies across different companies. The 
balance of fire refinery capacity to final utilization levels-final levels dictated by 
market forces-is reacW throu^ the purchase of SPOT crude oil. 

In this way the scheduling of refinery fiirou^put is conducted at a different rate 
depending upon whether TERM (ea^er) or SPOT (later). The scheduling of the 
TERM barrels constitutes a BASE load upon which the refinery will process the 
crude oil in a manner that is not fully subject to prevailing market forces. On the 
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othra: hand the level of SPOT erode processed is completely defined by prevailing 
market forces (even to the level of s^stitution with feedstocks). In this way the 
demand function for SPOT crude is completely different to that same function for 
TERM crude. 

The demand function for SPOT crude oil in itself is not correlated witti whether 
file crude oils in question are long haul or short haul. The function is always 
applicable at the delivered location. In this way the market forces on long haul 
SPOT barrels are pivotal and extreme-thus ensuring perpetual volatility. This 
volatility is manifested in the SPOT price. 

This volatility ensures a continued and erratic differential basis between the 
existent TERM and SPOT prices that offers no justification that the two prices 
can be linked in any meaningful way. 


THE EFFECT OF TIME ON THE DIFFERENTIAL BETWEEN TERM AND 
SPOT PRICES: LONG HAUL AND SHORT HAUL 

Generally speaking the longer a force acts on an unconstrained body the more that 
body will move away finm its original position. 

In fliis way the prevailing theoretical differential between the TERM and SPOT 
prices of crude oils that can be linked throu^ an equivalent basis in quality etc. 
increases as the time fi-om perception of the linkage is established. 

This effect is more pronounced for long haul crude oils than short haul aude oils 
since the establishment of TEMPORAL POINT OF SAIE is generally much later 
in the former than the latter. This effect is greatly accentuated by the fact that 
short haul barrels are almost always sold BEFORE loading whereas this is not the 
case for long haul SPOT cargoes. 

Thus any imposed linkage in flie sqjply juice of long haul SPOT crude oil with a 
prevailing TERM price that has be«m pre-established will almost certainly create a 
disequilibrium between the COST of supply and foe prevailing SPOT price. This 
disequilibrium will be either positive or negative and is a manifestation of foe 
SPOT supply cost not reflecting current market conditions. 

This effect will also present on short haul crude oils but it will be much less 
pronounced than for foe long haul counterpart 


THE VALUE AND PRICE STATUS OF IRAQI CRUDE OIL 

In every current market sector Basrah Li^t and Jvirkuk crude oils (Iraqi grades) 
are considered as SPOT barrels and all transactions on these grades are valued 
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and priced as such. This is characterized by loading programme that truly reflects 
market forces as they apply to these grades. 

From the INTRODUCTION above one can immediately understand that the 
SPOT prices of the Iraqi grades are constantly changing as market forces change. 

This means that at the prevailing market level, as it moves through time, buyers 
and sellers by definition are, at the moment of transaction, creating a new 
equilibrium price level. 

This equilibrium price level will be reflected throu^ quality differences etc (see 
above) into the SPOT price of other competing grades. 

This SPOT erpilibiium price level will NOT be reflected in the existent TERM 
price of a similar grade until as such time tiiat TERM price is adjusted on a 
regular time interval basis. 

This SPOT equilibrium price level allows full price discovery and a suR)ly 
schedule that is responsive to true market forces. 

(1) THE METHOD 

THE PRICING OF IRAQI CRUDE OIL 

The pricing of Iraqi crude oil should be linked to the SPOT oil price because the 
sour grades of crude oil fiom Iraq are SPOT traded on the market 

The SPOT price of long haul Iraqi crude oil is completely exposed to tire infinite 
momentary instabilities in time caused by some of the factors mentioned above, 
and, not least is exposed to 1) flie arbitrage possibilities of imported crude oil 
(with a shorter voyage time in US and Far East) dominating local market share as 
immediate economics dictate. This factor can provide pivotal, immediate, volatile 
and damaging swings to the perceived SPOT price of a long haul Iraqi gr^e. 2) 
The SPOT pricing of short haul grades within tiie region in question. 

The linkage of the formula contract price of haqi grades to the Saudi ARAMCO 
TERM price (or any other sour TERM price) will without doubt produce a price 
formula that is inconsistent with prevailing SPOT prices, and will de facto 
introduce large profits/losses for the lifters. This manifestation will be out of. 
control imtil the next TERM price imposition. 

There exists little, if any, correlative activity between the daily SPOT price SPOT 
sour crude grades and Saudi barrels. Ratiier the ARAMCO price acts as a BASE 
LINE about which the SPOT sour price rotate until the moment of restoration 
when tile ARAMCO price re-adjusts-then the process continues again. In other 
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words the ARAMCO price is always playing “catch-up”-do we want to link Iraqi 
grades to this? 

If the Iraqi crude oil grades are linked to the Saudi ARAMCO TERM formulas 
through quality and freight balancing tiien economic rent (only positive) will 
charactorize the position of the seller because if the oil cannot be sold in defense 
of the cost structure (i.e too expensive) it will NOT be lifted and the schedule will 
be disturbed (in this case economic rent to the shipper will never be negative). 

Forcing a dripper to lift under this scenario (eg Performance payment guarantees) 
will not work because no one will want to lift anyway. 

Similarly, since the Iraqi crude oil will only be lifted on a linkage to the 
ARAMCO formula when positive economic rent is manifested between the 
formula price and the SPOT price to the contract holder, it invites a potential 
profit condition to pay any surcharge. 

The ARAMCO price is not a fiill and fair price in that TERM Contract holders are 
not allowed to re-sell the barrels on the opm SPOT market Refiners often re-sell 
Iraqi and other SPOT cmde barrels when refinery economics and other factors so 
determine. This means that the SPOT price of Iraqi reflects these issues-probably 
in this scenario going down-and that the TERM price of ARAMCO never does. 

To link the two prices in this scenario is nonsensical 

In order to remove as many basis parameters as possible fixrm evaluating the 
SPOT price of IRAQI crude oil then the BEST POSSIBLE GUIDE is the SPOT 
PRICE OF IRAQI CRUDE ITSELF as priced off a differential to WTI, Dated 
Brent or Oman/Dubai as appropriate. 

If price discovery on Iraqi grades (through contracts and current offer conditions) 
is not possible then the market prices of the CLOSEST competing SPOT grades 
per destination should be considered. 

This is how other SPOT grades are fraded and why should Iraqi raude oils be any 
different? 

The grades are traded to a particular band of refiners, the price discovery of the 
transactions is in Platts Crude Oil Marketwire, and the Oil Industry itseff is 
generally aware of what is going on 

Even this second option will produce less pricing error than that associated with 
pricing off some TERM contract, which, as we have discussed, bears little 
relation to the prevailirig SPOT price of some arbitrarily chosen grade. 

What should also be considered with respect to ARAMCO pricing, for example, 
is that tiiis price is chosen up to 55 days before its incorporation on a particular 
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cargo (TERM price is usually annoimced on the 5“ month m-1 for month m 
where m= month of applicability) thus creating a price dimension that is 
completely uncharacteristic of a SPOT price. 

In addition not only does ARAMCO pricing have hidden cost benefits to the end- 
user- (such as frei^t and Uttering subsidies), for some destinations such as 
EUROPE it is tied to the futures market rather than to the cash market- a factor 
that the sellers of SPOT sour grades such as URALS completely ignore. 

Since SPOT Iraqi grades in Europe are typically derived as a result of the refiners 
value off URALS basis quality this is just a prevailing quality assessment as 
compared to spot Urals price, combined with other considerations such as overall 
availabilities of Iraqi gr^es offered versus regional requirement for a given 
period. Therefore, linking ARAMCO TERM prices to Basrah Light and Kirkuk 
could prove to be completely and dangerously misr^resentative. 

In addition, we can comment on the spot assessment of Iraqi barrels throng the 
consideration of other US similar grades (e.g. Mars). It is our understanding that 
the methodology of applying market assessments for other U.S. crude used during 
this calendar year occurred as a result of the Overseers inability to determine spot 
price for Iraqi grades due to low industry participation and resulting few munber 
of reported transactions. 

However, as in the case of July, it is evident that the spot prices actually 
concluded can and did in that case be completely discounted from a relative value 
to these other grades. Therefore, in order to avoid such circumstances, and regain 
industry confidence in the accuracy level of such assessments, it would not be 
advisable to use a method, which only contributed to less participation. 


(2) TIME 


PRO-ACTIVE SUPPLY PRICING OF SPOT TRADED IRAQI CRUDE OIL 

The imposition of a pro-active supply price to contract crude oil that is traded on 
the SPOT market is COMPLETELY EQUIVALENT TO LINKING THE 
SUPPLY PRICE TO THE PREVAILING EQUIVALENT TERM PRICE. 

This price mi^t not be at the same level; that is not the point Of chief issue is 
that the price is a FIXED LINE; dierefore fire logic is completely unchanged. 

This imposition would have completely different effects on short haul SPOT 
barrels ftan on long haul. 
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The reasons for this have already been presented above. 

Of critical importance is WHEN the pro-active price is applied and HOW LONG 
is its period of duration. 

For short haul SPOT barrels with a sailing time to destination of only a few days 
file impact of a pro-active price will be negligible on the basis that the oil will 
most likely have been pre-sold anyway. 

The re-calculation of tins price every 1 5 days or so will also have very little 
impact depaiding on whrai this next 15 day period starts. 

Since short haul SPOT barrels are traded about 10-20 days ahead of time 
(depending upon scheduling issues at thejoading port) flien the imposition of a 15 
day pro-active price on the 25* of month m-1 for cargoes loading 
26* An-1 to 1 0 /m would be appropriate to the timing of the point of sale 

For long haul barrels (voyage time 35-40 days) the situation is completely 
diffaent The KEY POIOT here is that a proactive price applied to a long haul 
cargo over a 15 day period (with ever increasing departure from true price from 
day 1) means that it will probably not have reached its point of sale until the 
in^sition of the next 1 5 day price, and any increase in the 1 5 days will result in a 

greater and greater deviation from the SPOT pricing realities (as discussed 
above). 

The only logical solution to this problem for long haul SPOT barrels is to have a 
price imposition that is consistent with frie EXPECTED PRICE DISCOVERY OF 
SALE where maximum infr)tmation exists at that moment. 

This is eqmvalent to having a second proactive price on the 15* day discounting 
the price of the first 15 days. 

This is E3CACTLY EQUIVALENT TO PRICE RETRO ACUVriY. 

Since we are dealing in expectation this must be on the 1 5* day of die month 


From everything that has been discussed above this RETROACTIVE price must 
be established with die prevailing SPOT price rather dan any TERM or LINE 
pricing. 

In conclusion, we concur dat retroactive pricing for long haul spot Iraqi grades is 
de correct logical procedure for defining de moment of price discovery in time 
and dat, furdermore, supreme importance should be placed on assessing de true 
SPOT value of de respective grades at de moment of application wid a 
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consisteat and valid methodology. It onr opinion that the assessment by the UN of 
these SPOT prices in the past has been characterized by the utilization of incorrect 
factors and inconsistent procedures diat need to be updated as per our original 
recommendations. The choice of the UN methodology, however, was 
undoubtedly correct. 

For short haul Iraqi grades Pro-active price determination is logically valid. 

For long haul grades read Basrah Light to US, Europe and Far East and Kirkuk to 
US. For short haul grades read Kirkuk; Europe destination. 


The Period Each Price Formula Is Determined 



US Destination 

EU Destination 

Far East Destination 

Basrah Light -Applicable 

Retroactive 

Retroactive 

Retroactive 

-Time 

1“ and 16*“^ 

1“ and 16“'/M 

l^'andiethM 

-Formula 

Assessment 

Spot 

Spot 

Spot 

-Period of 
Application 

15 days 

15 days 

15 days 

Kirkuk -Applicable 

Retrospective 

Pro-active 

N/A 

-Time 

1“ and 16*/M 

26*/M-l and lO^/M 


-Formula 

Assessm&t 

Spot 

"Spot 


-Period of 
Application 

15 days 

15 days 



Where M = applicable month of loading 
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TO: John 

FROM: David 

DATE: September 23, 2002 

REF: Pricing Methodology Discussions U.NVState Department 


Dear John: 

Please i^ew my general thou^ts on key questions for finther discussions as follows: 

A. U.N./OiI Overseers 

Gmeral - i Are they currently opposed to applying assessment of delivered spot 

maikrt at end of each period (at current or increased levels of spot 
activity)? 

- U.S. 

- Europe 

ii What are the current factors used for secondary costs? 

- U.S. 

- Europe 

iii What is the current profit/ridc margin factor applied (i.e. 5 cents), and 
would diey be opposed to a greater margin if no evidence of surcharge 
exists and in effort to boost mcports? 

iv Are they opposed to 15 day retro instead of 30 day or instead of recent 
inquiry into 2 day? 

V Same as above for timing of assessing shipping? 

Specific i What is current U.S. delivered assessment of B.L. that would be 
consida-ed for September. 

ii What is the current consideration given to q)ot Mars recart inaeases? 

iii What kind of current communications with lifters is taking place with 
regard to clarifying their position on the key issue (Le. are they being 
generally open to all)? 


Permanent Subcommittee on Investigations 
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B. State 

General i Are there any areas ofourrecommmdations where the State doesn’t agree 
with our suggestions or premise of such recommendations? 

ii - What, if any are the Overseers objections to same above based or recent 

meeting and correspondence? 

iii Is their new initiative to formally or informally instruct the Overseers to 
dther modify methodology used or be more flexible in general in the 
future? 

iv Are they opposed to greater allowance for margin in future formulas due 
to rqxMts of no surcharge and to simulate exports? (i.e. require trader large 
participation) 

V If not, wiU they suggest the above to the Overseers? 

vi Would they like to maintain 30 day retro for time being, particularly as the 

inspectors are not in yet? 

Specific i Do they want any of our people to meet with them to have expanded 

discussions on points raised in the memo? 

ii Do they want our people to meet with the Overseers to review these same 
specific recommendations? 

iii Can we rely on the Overseers current explanation of methodology ^lied 
with respect to our decision to lift? (Despite the fact they may currently 
not incltide many of our suggested components or procedures). 
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TO: UN OVERSEERS 

ATTN; Alexander Kramar 

Michel Tellings 
Morten Buur-Jensen 

FAX: 212-963-1628 

FROM: David B. Chalmers, Jr. 

DATE: September 26, 2002 


Dear Gentlanen; 

As you are undoubtedly aware, Bayoil has not been participating indirectly or otherwise 
in the U.N. Program since early this year for a number of reasons. However, since that 
time we have continued to follow closely the market factors affecting the Program, such 
as changes in refinery demand and valuations, particularly in the U.S. 

As such, largely due to our historical participation and industry expertise, Bayoil has 
been contacted, along with other key industry participants, by certain U.S. government 
entities and individuals seeking to better understand the recent developments which had 
led to lower participation in the Program. In this connection we have provided these 
individuals some specific recommended procedures or guidelines that could be adopted 
by the Industry, S.O.M.O., and the U.N. with respect to achieving the goal of increased 
participation in the near future. 

We would like to make clear to your good selves that the recommendations were made in 
an attempt to be constructive and objective with respect to proposed future pricing 
methodologies to be applied that meet broad industry concerns. We understand that the 
U.S. government individuals who reviewed our recommendations have appreciated this 
approach and, in gmeral, agree with many of our suggestions. As such, and at their 
request, we would like to enclose a copy of the specific recommendations outlined in our 
memorandum for your review and comments. 
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Page 2 

We look forward to hearing your comments and/or the opportunity to meet and discuss 
them in more detail. 

Sincerely, 

David B. Chalmers, Jr. 
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RECOMMENDED FUTURE GUIDELINES/PROCEDURES FOR 
ESTABLISHING PRICE MECHANISMS 


As per our previous conclusions, it is our reconunendation for the U.N. to adopt more 
defined and consistent methodologies of evaluating and approving price formulas 
submitted, which further meet industry approval. Within this recommendation there are 
two inherent and integral factors we would like to highlight as follows: 

Step 1 We recommend the U.N. adopt a clearly defined and industry standard 

methodology for determining a base case price formula for each grade/destination 
which clearly identifies each market/cost component or assessment used to 
calculate the final formula price in combination with a defined methodology with 
respect to the conditions and procedures followed for the determination of fte 
applicable time period prices. 

Step 2 We recommend that the U.N. adopt clearly defined procedures and mefliodologies 
for evaluating and assessing (not limited to the calculation of market factor 
changes) prevailing market conditions to be applied for each consequential 
formula over time. 


STEP! 


The methodologies proposed for establishing and/or calculating the base case price 
formula components can be broken into three categories and arc defined and described as 
follows: 


1) Primar y Shiooine Cost Assessment 

Definition: = Representing the cost assessment in $ per barrel applicable for each period 
comprised of a generic freight cost calculation for typical vesseb loading 
at each Iraqi port to a designated delivery port within each destination 
regions. 


Method of 

Assessment: - A market freiriit r ate assessment is determined for the prevailing period 
by objectively applying the predominate spot freight rates reported by 
major.industry participants and/or publications for specific vessels 
chartered fixjm Iraqi ports in combination with generic vessels 
offered/chartered in the region for transit to the destinations rqiplicable to 
Iraqi crude formulas. 
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Th e shipping cost estimate is then calculated according to standard 
industry methods by using the freight rate assessments and qtplying such 
rates to a genoic shipment fit>m each Iraqi port within eadi destination 
region (i.e. Europe, U.S.) 


For Europe: 

Kirkuk - Shipping Cost 
Basrah - Shipping Cost 

For Americas: 

Kirkuk - Shipping Cost 
Basrah - Shipping Cost 


Rate X Ceyfaan to Augusta (Italy) 
Rate X A1 Bakr to Augusta (Italy) 


Rate X Ceyhan to S. Sabine (Texas) 
Rate X A1 Bakr to S. Sabine (Texas) 


Note: It is important for all fiei^t components to eadi formula to be 
calculated based on same delivery port in order to achieve accurate 
formula differences between Iraqi grades ddiveting to same destination. 
(Not always previously done, which has contributed to inconsistency and 
on lowo' industry participation). 


2) Secondary Associated Transaction Cost/Risk Factors Assessment 
A. Vessel Demurrage 

Definition: - Representing estimated cost assessments associated with typical 
conditions at load port/disport for the various destination regions, 
(inclusive of estimated cost for typical load port vessels and transshipment 
vessels where applicable due to disduirge port restrictiorrs). 


Method of 

Assessment: - Cost estimate to be calculated by determining from industry sources the 
prevailing and/or experienced normal waiting time for vessels at load 
port/disport until disdjatgc, and convoting number of days at prevailing 
demurrage rates to a per band cost 

B. Marine Insurance 

Definition: = Cost per banel estimate of typical insurance cost to shippers subject to 
insurance covering against “All Risk” of physical loss or of damage to 
crude oil shipped and/or stored in bulk form. 

= Additional cost per barrel estimate of prevailing war risk insurance cost to 
shippers from Iraqi port. 
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Method of 

Assessment: - Cost estimate to be calculated according to industry standard method and 
based on prevailing and industry sourced insurance rates and valuation of 
oil and vessel hulls covered, whereby final estimate is suffident to allow 
charterer to use best class of vessel available. 

C. Letter of Credit/Cunencv Conversion Cost 

Definition: = RqMescnting typical L/C cost per barrel including L/C confirmation 
charges in New York, and 

= Representing typical risk factor/cost of conversion fixnn USS/Euro 
between time period price is established and final payment due date. 


Method of 

Assessment: - Cost estimate calculated according to standard financing method and 

based on quoted rates or fees provided by banks and partidpants covering 
L/C opening charges and confirmation charges applicable for prevailing 
L/C valuation issued to the U.N. 

- Cost estimate for currency (inversion risk based on typical and/or actual 
cost/risk exposure charges incurred by shippers according to 
information/documentation sourced from major partidpants and finandal 
institutions. 

Note: Such cost estimates should fully cover partial risk of loss and not 
based on rate or fees availably only to larger institutions. 

D. Inspection Costs 

Definition: = Rqrresenting typical cost per barrel associated with fees for appointing 
independent inspectors at load port/discharge portfs) required by banking 
and insurance institutions for purposes of establishing accuracy of vessel 
load/discharge volume calculations. 


Method of 

Assessment: - Cost estimate to be based on typical rates (fees charged by major 
surveyors and inspection company to major partidpants. 
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E. Other Finandne fT.V.M. Hedgmel 

Definition: = Representing cost of financing typical cost/iisk exposure to shippers 

covoing period between payment and/or pricing of oil fiom suppliers and 
the corresponding period fiom final receivers. 


Method of 

Assessment: - Cost estimate to be based on prevailing oil valuations, interest rates / 
fiituie transaction fees applicable and typically charged oil company 
participants. 

F. Cargo Handling Losses 

Definition: ■= Representing typical handling/transportation oil volume losses whidi 

occur between load port and final disport which are not ofiiowise covered 
by extraordinary insurance claims. 


Method of 

Asscssmait: - Cost estimate per barrel covering normal cargo losses not covered by 

extraordinary insurance of approximately O.S% and calculated on the basis 
of jMevailing oil valuations. 

G. Contingencies/Risk Margin 

Definition: ■= Rqrresenting minimum expected overages compared to budgeted 

secondary cost estimates and based on the historical experience incurred 
by the major participants in the program since inception. 

= Representing risk margin factor assessment per barrel r^licable to 
minimum typical market basis risk for such type transactions, particularly 
given origin of Iraqi oil and pricing mechanism. 

Method of 

Assessment: - Cost estimate based on realistic industry standard experimee as provided 
by major participants, including documented histori*^ analysis if 
required. 

- Risk margin estimate to be based on prevailing maricet risk assessment 
incurred by shippers with respect to the basis risk associated with the 
market assessment component of each formula, (i.e. W.T.lTBasrah Light 
orUrals/Kirkuk, Brent/Kirkuk, Platts/Nymex). 

3) Market Assessment 

Definition: = Representing the prevailing assessments of the delivered spot market 
prices for Iraqi grades reflected as a $ per barrel diffaentid versus the 
relative market crude for each destination (i.e. Brent or W.T.L). 
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Method of 

Assessment; - The primary and most accurate or fair method of assessing the prevailing 
market price differaitial should be based on actual spot market delivered 
sales transactions of Iraqi grades reported or publi^ed at the time price 
formulas are proposed and approved for each iqiplicable loading period. 
As such, these spot transactions should be the primary and sin^e basis foi 
calculating market assessmoit component to the prevailing formula price. 

- In the evoit no accurate actual transactions are offered or available from 
primary participants, an assessment of prevailing delivered Iraqi crude 
market offerings an^or bids by end users ^uld be frie governing factor: 
to derive a market assessment 

- In die event during a particular assessment period there is no Iraqi grades 
reported as sold, or being offered to the relevant destination region, then 
the oil experts should evaluate the prevailing spot prices for the closest 
comparable crude grade from other sources, and adjust the final estinude 
to reflect the prevailing quality differential to the Iraqi crudes and 
reported by a varied group of actual end users or othv qualified industry 
sources. 


Note; If the primary methodology cannot be applied and/or the above 
referenced alternate methods are applied to a particular formula, then it 
should be clearly stated to all industry participants. 


Formula Market Assessment Difference Between Iraqi Grades (Kirkuk/ Basrah 
L^t) For Same Destination 

The major characteristic of the marketing of Iraqi barrels pa- destination is that of the 
two clear grades fium this region one or other grade PREDOMINATES in different 
destinations with the lesser grade trading off the DOMINANT basis generic quality 
differences. It is regarded as absolutely essential that the pricing of these grades 
reflects this key fundamental point. 

Because of the complexities in this area it is pivotal to consider each location being 
characterized by the import of a DOMINANT Iraqi crude oil grade as the main price 
determinant wiA the SECONDARY grade priced as a differential to the 
DOMINANT grade (this differential takes into consideration generic quality 
differences between the grades and the respective freight component costs as defined 
above). 
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Location 


Dominant Grade 


Secondary Grade 


U.S. BASRAH KIRKUK 

EUROPE KIRKUK BASRAH 

FAR EAST BASRAH N/A 


Note: The quality difference assessment applied by the U.N. should perfect the 
prevailing values provided and/or documented by Ae larger participants in the 
program. 


The other timing guidelines or c onditions proposed to be applied to the process of 
establishing future price formulas are defined and described as follows: 

1) Period Of Time During Which Each Price Formula Is Applicable 

Each cargo has a spedfic Bill of Lading Date. This Bill of Lading (B/L) Date 
either falls during the first half (a “PERIOD”) or second half (a ” PERIOD") 
of the calendar month of loading. If a cargo has a B/L in the first half (1 st- 
ISth inclusive) of the calendar month then the aj^licable pricing differential is 
that established for the first 15 days (1*15 inclusive) of the calendar month 
and if the B/L is in the second half(16th-28, 29,30, 31st as tq>pr6priate) of the 
calendar month then the applicable pricing differential is that esU^lished for 
cargoes loading over the second half of that same calendar month. 


2) Determination Of The Respective Price Formula For Each Period 

The price formula tqrplicable to each cargo for each PERIOD shall be 
determined at the end of that PERIOD and based on the prevailing market 
assessments for the various market components at that time. The time interval 
between the end of a PERIOD and when the price for that PERIOD is known 
and published shall be a nuKimum as defined by procedure (see below). 

There will be no price submissions before the beginning of eadi PERIOD by 
SOMO to the U.N. (in other words no submitted prices will be on hold) 

3) Procedure For Finalizing Price Formulas Within A Time Limit 

By the last calendar day of each PERIOD (or before if this day is a week-end / 
public holiday in either Iraq or USA) SOMO should inform Oil Overseers of 
their pricing differratials for each of the grade/location combinations. This 
day will be called SUBMISSION DAY. 
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In all cases the procedures followed for fhe determination of the pricing 
diffoCTtials for eat* PERIOD for eat* GRADE / DESTINATION shall 
always be consistent and be the same for eat* PERIOD for die same GRADE/ 
DESTINATION ■ this always assumes that the pricing formula for each 
grade/destination is constant 

From SUBMISSION DAY SOMO and Oil Overseers have a limited amount 
of time to foially agree and confitm pridng differentials. This limited amount 
of time also includes the agreement of the 661 Committee to the price 
differentials to be applied for each PERIOD. 

The final price diffoentials should be known and published not more than two 
working days after SUBMISSION DAY. 
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STEP 2 


PROPOSED PROCEDURES FOR EVALUATING MARKET 
ADJUSTMENTS FROM ONE PRICING PERIOD TO ANOTHER 


The difficult task of maintaining fair and competitive price formulas over time, delate 
more clear methodologies used by the U.N., v^l continue to be a difficult task, 
particularly due to the market volatility associated with substantial increase in export 
volume of Iraqi crude. 

As such, in the spirit of all parties wishing to resolve tiie current difficulties of the oil 
program with an aim toward contributing to the fiiture success and participation, it would 
be our opinion of utmost importance to establish a better sense of mutual accountability 
between the U.N. Overseers, S.O.M.O., and the industry participants, wtudi should 
translate to certain new procedures on responsibility pertaining to the communications 
and/or exdiange of market information, particularly during the periods that price 
mechanisms are being established. 

With this in mind, we would propose specifically further recommendations in connection 
with the procedures or guidelines followed by the above referenced program participants 
as follows: 

A. PROCEDURES TO BE FOLLOWED BY S.O.M.O. WTIH RESPECT TO 
SUBMISSION OF THE RESPECTIVE PRICE MECHANISMS FOR EACH 
PERIOD AND DESTIKATION. 


1) A formal written submission of specific formulas for each period on the pre- 
designated date required under recommended procedures for finalizing price 
formula. 

2) A written surrunaty of the calculations used and methodology applied to each 
formula submitted, including enclosed mariert documentation supporting the 
calculations submitted, on the day prior to submission date. 

3) S.O.M.O. to be responsible to contact key industry sources, such as key 
participating marketing companies, refiners, and others during the period prior to 
each submission to obtain the most accurate prevailing market condition 
applicable to Iraqi crude in each major market as well as other market 
components applicable to each formula. 
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B. PROCEDURES TO BE FOLLOWED BY THE UJ<. OVERSEERS WITH 

RESPECT TO SUBMISSION OF THE RESPECTIVE PRICE 
MECHANISMS FOR EACH PERIOD AND DESTINATION 


Tlie U.N. Overseers should generally re-focus their activities on establishing certain 
newly adopted daily operating procedures leading to a greater level of professionalism 
and broad industry respectability, while performing their primary stated function under 
Resolution 986 ( 1 995) to “verify that the purchase price of the petroleum attd petroleum 

products is reasonable in the li^t of prevailing ma^et conditions ”). Specifically the 

following procedures or disciples are recommended; 

1 ) The Overseers would have a fiduciary re^nsibility to maintain daily 
communications of a professional and courteous nature with broad based oil 
industry representatives, particularly with emphasis on key direct or indirect 
participants in the program, in an effort to obtain and maintain the most 
accurate market information that relies to tiieir responsibilities. 

2) The Overseers would have the responsibility of using this market information 
sourced from the industry, combined with relevant published oil market 
reports in an effort to complete a realistic level of in-house market analysis 
which will be important to fulfilling their long-term responsibilities as well as 
provide a basis for supporting their assessments of formulas submitted by 
S.O.M.O. 

3) The Overseers would provide the Committee or its members regular market 
reports pertaining to their analysis and/or market information sourced fiom 
industry, whidi correlated to decisions or assessments made on formulas 
submitted. 

4) The Overseers would openly exchange views on their market analysis wifli 
industry participants especidly wdiete differences of opinions exist on market 
assessments, whidt may lead to disapproval or rgection of formulas 
submitted by S.O.M.O. 
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C. PROCEDURES TO BE FOLLOWED BY INDUSTRY WITH RESPECT 
TO SUBMISSION OF THE RESPECTIVE PRICE MECHANISMS FOR 
EACH PERIOD AND DESTINATION 


The primary oil industry companies which are directly or indirectly involved in the 
successful execution of the oil sales program should take a greater degree of 
responsibility to supply S.O.M.O. and the U.N. representatives rdiable and fieqaent 
market aiudysis an^or reporting as sudi, some ^recific procedures which should be 
adopted as follows: 

1) The participating marketing companies, either independoit or major company 
affiliates, should take mote responsibility to i^x>rt to the Overseers and 
S.O.M.O. confirmed market transactions for Iraqi oil whidi they ate in a 
knowledgeable position to confirm directly, as a result of their market 
participation and can be relayed wth a hi^ degree of accuracy. 

2) The same companies, as well as perhaps other less active participants, such as 
refiners fiom each region, should provide, upon request, the Overseers and 
S.O.M.O. with prevailing market analysis relevant to the price formula 
components, such as refinery net back values and market comparisons to 
substitute grades. 

3) It is envisaged that the above information will be communicated verbally, 
upon request, unless or otherwise requested in fax/e-mail form, particularly at 
the time when price formulas are being established. 
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21. Novy Afbat «t„ Moscow, 121019. Tol. 201 5914, 291 4401, Fox 956 3SS0. Telsx 911183 CROWN RU 


TO: 

BAYOIL SUPPLY AND TTWDINQ UMfTEO 

ATTN.: 

Prasidant 

Mr. David B. Chalmers Jr. 

CC: 

Mr. John Irving 

FROM: 

ALFAtECO, MOSCOW 

DATE 

MOSCOW. October 1 1 . 2002 

SUBJECT: 

Iraqi crude oil 




Mr. ChalnMTS. 

W* h<r»by rtfor to your totoptiorte conversation with Mr. Kuzhmichev of O^ber 8, 2002 and our 
agreement on the sale of Iraqi crude oU of October 1 1 . 2002. 

As discussed, the e)d«ting retroactive pricing mechanism, whan the offldai seitlr^ price is apprmed by 
^e UN Security Courtctl Commfttae after delivery dates, does not reflact the actual maricet siUiatton. 
Moreover K increases oommerdat risks and in most cases leads to tha loss of profit. 

Thus we befteve that the e)dsting pridAg mechanism needs to be changed and on our part we are ready 
to start respec^e discussions UN Security Council Committaa. 

In this connection we would much appreciate if you could render us ell possible assistance we may need 
in these discussions, such as preparation of necessary matariats and expert Judgments, as well as your 
parficipation In the talt^. 

Ws would be pleased to receive your supporting letter to the UN Securl^ Coundl Committee concerning 
your position with reference to tha above mentioned. 

We understand that if the retro a cttve pricing mechanism is changed, there may appear some additional 
profit We suggest that such addUonel profit should be shared between our parties as follows: 30% to 
Bayoll and 70% to Alfa^Eco. 

Looking forward to your soonest reply. 


Best regards, 

UMITED tIASlUTY COMPANY ALPA-fiCO. MOSCOW 



David B. Chalrriere Jr, 
President 


Permanent Subcommittee on Investigations 
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BAYOIL 


TO: 

ALFA-ECO 

ATTN: 

Mr. Alexander Lyssenko 
International Department - Director 

FAX: 

oil 7095 956 3350 

FROM: 

Bayoil Supply & Trading Limited 

DATE: 

October 17, 2002 

SUBJECT: 

Iraqi Crude Oil 


Dear Mr. Lyssenko, 

In follow up to your letter of October 1 1 , 2002, 1 would like to examine your points in the 
sequential order that they were made. 

Our Agreement 

It gives me personal great pleasure to have concluded this transaction with your fine 
Company -there has been a long association between us and we would like to 
complement you on all aspects of your involvement. 

There is no doubt that as the world becomes smaller that we should seek to find mutual 
areas (such as Venezuela, Russian crude and product imports to US etc) where we can 
work together. 

This was very much the philosophy of my discussion with Mr Alexie Kuzhmichev on 
October 8* 2002 and I look forward to continuing and focusing on this area with a visit to 
Moscow -at your convenience- in the very near future. 

In this respect myself and John Irving would welcome a visit with your good-selves. 


U.N. Price Formula Procedures 


With reference to the pricing policies currently being adopted for Iraq oil sales under the 
U.N. “Oil-for-Food” Program and proposed future changes in procedures for establishing 
price mechanisms we would like to outline the following: 
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In general, after considerable analysis of the U.N. price formula approval procedure 
during the period since formulas are approved by retroactivity, it is our conclusion that it 
is not so much ‘Yetroactivity” that has resulted in price formulas being not reflective of 
the prevailing market conditions, more than the methodolopes applied by the U.N. to 
assess the various market components for each formula for each consecutive period. 

Consequently, a flawed methodology for assessing market components when applied 
retroactively does add commercial risk and could likely lead to financial losses and/or 
opportunity cost to industry participants. 

Therefore, we concur that the existing U.N. approved pricing mechanism and/or 
methodology for calculating each consequential price formula should be dianged to 
reflect more realistic market factors covering previously prevailing market risks for 
trarrsactions of this type, as well as include more defined allowances for contingencies 
and/or profits for contractors. 

As described above, certain modifications to methodology used to establish pricing 
formulas should be adopted in the near future, whether pro-active or retroactive, in an 
effort to reduce risk of losses and also provide for an opportunity of profit for the 
contractors and lifters alike. 

In this respect, key Bayoil personnel, including myself, have been recently corresponding 
and meeting with appropriate U.N. and Committee officials for the purpose of conveying 
industry concerns over recent pricing disputes arising fiom the aforementioned U.N. 
procedures of establishing market price formula by methods which do not generally meet 
industry acceptance. 

These discussions have been somewhat constructive and have contributed to our decision 
to begin again participation in the program while continuing to work with these officials 
to improve the pricing procedure in the near future. 

Therefore, we are pleased to leam fiom your letter ALFA-ECO’s interest to also take a 
pro-active approach with key U.N. officials to support changes in methods for 
establishing the price mechWsm for each period Brat will be more market responsive. 

We would therefore like to review our recent discussions and correspondence in order to 
generate a summary report of our recommendations to the U.N. which ALFA-ECO could 
use as a basis for future discussions and correspondence with key representatives on the 
committee. 

Additional Profit Consideration 

As described above, our view of the retroactive price setting is that such practice could 
add to risk of loss primarily based on the inaccuracy of the formula due to the fact that 
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the methodology applied does not reflect market conditions or contingencies and profits, 
and therefore, its abolishment alone does not imply more or less profitable for lifters. 

Therefore, I suggest our companies work together to solve the greater issues associated 
with encouraging the U.N. a^orities to become more flexible with respect to the market 
condition applied in future periods leading to the establishment of price mechanisms with 
a defined and realistic level of profit potential, which I am confident can benefit both 
companies. 

As you may be aware the U.N. presently contends they are attempting to allow for a 
$0.05 per barrel allowance for contractors, which is certainly oftm not dear or realistic 
given the typical risk for final lifters, but in any event is the basis for Bayoil’s agreement 
to contract with ALFA-ECO at a $0.06 per barrd guaranteed profit over the pricing 
formula. 
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BAYOIL 


Pages: 3 


TO. ALFA-ECO, MOSCO A? 

ATTN Mr. Alexander Lyssenko 

FAX: 7095-291-4843 

FROM: Bayoil Supply and Trading Limited 

DATE: October 28, 2002 

RE: IRAQI CRUDE OIL NOMINATIONS 


Dear Alexander: 

Please find attached our comments on additional Iraqi crude oil nominations. Please feel 
fiee to use any excepts of our text and information for onward submission to SOMO, 


Best regards, 



Cs *>;n,SSAJ BA’dAWi' 


Permanent Subcommittee on Investigations 

PSI Minority Rpt-FN 116 
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BAYOIL 


TO: 

SOMO, Bagdad 

ATTN: 

Mr. AJi Hassan 

Mr. Mubdir Alkhudhair 

FROM: 

Mr. David B. Chalmers, Jr. 

Bayoil Supply & Trading 

FAX: 

9641-774-2797 

EMAIL: 

somoiSuruklink.net 

DATE: 

October 29, 2002 

REF: 

Revised US Price formula resubmission retroactively for October 
deliveries 


Dear Sirs: 

In regards to our submission of suggested pricing submitted on 27 October 2002, we 
respectfully submit the following revisions to the price formulas; 

TABLE; Summary of Calculations per Proposed Re-Submitted Price Formula 


BASRAH LIGHT - OCTOBER 1-20 


Wn- 3.25 

Mars (Dec assessment) 

0.30 

Mais Vs. 

1.15 

Freight AGAJSGWS 40 

0.85 

Ughter/Dem/Loss/Ins/etc. 

wn - 5.45 


+ 0.25 

API Adjustment 

+ 0.35 

Badewardation (Dec/Jan) 

WTI-4.95 



BASRAH LIGHT - OCTOBER 20-30 


Wn-3.45 

Mars (Dec assessment) 

0.30 

Mars Vs. B. Light 

1.95 

Freight AG/USGWS 70 

0J5 

Lighler/Dem/Loss/Ins/etc. 

wn - 6.35 


+ 0.25 

API Adjustment 

+ 0.35 

Backwardation (Dec/Jan) 

WTI-5.9S 
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I. Fonniila Revisions 

• The second formula period is revised to October 20-30 due to consideration of 
the historical practice of a minimum lO-day period on sales of similar 
circumstances, such as the proposed European formula periods jnoposed, arrd 
in consideration of U.N. Approval expectation for a 10^ period. 

II. Market Component Revisions 
October 1-20 

• The base discount is revised to reflect a higher average between Mars (Dec.) 
currently (-3.4S, -3.S0) versus (-3.25) in our original proposal, which will 
result in an increased average discount of -3 .2S/bbl. 

• Due to conditiorrs that most of the 1-20 loadings are still uncorrmritted, it is 
more that reasortable to average currort Mars price discourrts with those 
prevailing during average load periods. 

October 20-30 

• The base discount is revised to reflect a higher current market discoimt for.. 
(Dec.) Mars of between (-3.45, -3.50). 

• Due to die condition that any loadings between 20-30 are unsold and to be 
priced by S.Oht.O. (end Oct), well prior the relevant selling period for their 
respective delivery dates, it is more than reasonable to use current market 
value for Mars as a basis for pricing cargos for this period. 

I greatly appreciate your review of the above referoiced matter for fortho- discussions, 
particularly due to our concerns as to establishing a mechanism that would cover the 
reccait rtrarket dtanges for the late nominated shipmoits. 
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BAYOIL 


TO: 

SOMO, Baghdad 

ATTN: 

Mr. Ali Hassan 

Mr. Mubdir Alkhudhair 

FROM: 

Mr. David B. Chalmers, Jr. 

Bayoil Supply & Trading 

FAX: 

9641-774-2797 

EMAIL: 

somopffiurukiink.net 

DATE: 

October 29, 2002 

REF: 

Revised US Price formula resubmission retroactively for October 
deliveries 


In regards to our previous fin of October 29, 2002, and fiutha telephone conversations in 
this regard, we would respectfully like to sununarize some further consideration with 
respect to S.O.M.O.'s evaluation of fair market October price formulas as follows: 

It is our considered opinion that the key factors which should be considered with respect 
to the establishment of fair formula prices for October are: 

1 ) The time period in which will be the delivered Basrah Li^t market 
assessment (Sweet/Sour differential) component of the formula will be 
applied to the final proposed and/or aj^roved formula. 

2) The market reference mechanism or methodology applied (per above) to 
establish the fair market value of Basrah Light delivered US Gulf applied to 
October liftings. 

3) The time period in which the base freight market assessment (VLCC AG- 
USG) will be applied to the final proposed and/or approved formula. 

4) The market reference by which fire fiei^t market will be assessed per above 
for a specific loading period. 


After further evaluation of the actual market circumstances relating to these key issues, 
which are undoubtedly being reviewed by S.O.M.O. and Overseers in coimection with 
the establishment of October prices, it is our considered opinion the following criteria 
should be applied to each factor outlined above: 
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1) • Due to the long delivery period from Mina A1 Bakr to North 

America, and due to the fact that Basrah Light will be all sold on a 
spot market basis, and due to the fact that most spot market 
purchases will be made just prior to the month the oil will be 
processed, it would therefore be more applicable to establish the 
delivered value discount market assessment as close to this period 
as possible. 

• In this regard, since all North American liftings for October will be 
delivered for refinery runs in December, it would be imperative to 
assess such a market assessment to be applied for Octoto liftings 
at the end of October. 

• Conversely, the alternate mechanism of assessing the market Sour 
differential during the period when most vessels sailed would 
imply all such vessels were sold at that time and at that price basis. 

2) • The market reference mechanism being recently adopted by U.N. 

Overseers of Platt’s Mars quotations for second month, while less 
than accurate in many times, can be fairly ^>plied with a quality 
discount (i^pprox .30-.3S) if then ^jplied during the time prices are 
being approved (IE end October) as per die above. 

3) * The time period which fairly represents the typical and/or required 

period vessels are fixed should be consistendy allied. 

• The time calendar period which historically conforms to the above 
criteria would in our view be the five days prior each calendar 
month lifting period. 

4) • The market reference whidi should be ^lied in our view should 

be based on a non partial published assessment (as per 
methodology for market prices) such as Platt’s. 

• Therefrire, the average Platt’s published assessments for spot dirty 
tankers rate under AG/USGC 270K for the average five 
publications prior each calendar month. 


Bestje^ds^ 


r 


\ 


David B. Chalmers, Jr. 
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BAYOIL 


TO: SOMO, Bagdad 

ATTN: Mr. Ali Hassan 

Mr. Mubdir Alkhudhair 

FAX: 9641-774-2797 

FROM: David B. Chalmers, Jr. 

John Oveibey 

DATE: December 4, 2002 

REF: Basrah Crude Quality Variability 


Dear Sirs: 

As per our telephone conversation, please find herein our coirunents on our summary 
points regarding the establishment of further quality price mechanism adjustment, 
particularly related to the sulfur content: 

To remain competitive in the US Gulf Coast market, quality adjustments should be made 
in the price of Basrah. Consideration of amending the base 34 API gravity adjustment to 
$0.0 1 S/tenth and instituting a sulfur adjustment of $0. 1 0/tenth from a base of 2.0%S is 
necessary to distinguish the value difference in Basrah quality. This method is similar to 
the current quality adjustments for Mars crude. This should be in addition to the value 
difference of Basrah to Mars, which is cunently recognized to be $0.45/bbl. 

There are several approaches to determining quality differences in crude oil. Factors 
affecting crude oil quality arc varied, but two factors generally take precedence, (1) API 
gravity and (2) sulfiir in whole crude. Another approach is to compare yield data of 
crudes. Source data for this analysis comes fiom Shell Oil Basrah assays and Mars Sep 
2002 assay as listed at www.marscrude.com . A comparison of these approaches indicates 
similar results of approximately $1.65/bbl. See below. 
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Listed is a comparison of yields on Basrah at 34 API and cturent loading quality. 


BASRAH 34 BASRAH 29.8 DIFF 

YlELD(v/v) SULFUR YIELD(v/v) SULFUR YIELD 


WHOLE CRUDE 


100 

2.02 

100 

2.78 


LPG 


1.45 

0 

1.83 

0 

-0.38 

C&85 


5.82 

0 

5.21 

0 

0.61 

NAPHTHA 

85-145 

9.51 

0 

7.94 

0 

1.57 

KERO/JET 

145-230 

14.42 

0.1 

12.54 

0.28 

1.88 

DIESEL 

230-300 

11.16 

0.88 

10.36 

1.33 

0.8 

GASOILS 

300-408 

18.29 

1.73 

15.36 

2.25 

2.93 

VGO 

408-540 

17.71 

2.68 

17.26 

3.4 

0.45 

VAC RESID 

540+ 

21.64 

4.95 

29.5 

6.3 

-7.86 




$/BBL* 




LPG 


23.42 

0.339518 

0.428495 


C5-85 


27.35 

1.59177 

1.424935 


NAPHTHA 


27.35 

2.600985 

2.17159 


KERO/JET 


30.22 

4.357724 

3.789588 


DIESEL 


30.71 

3.427236 

3.181556 


GASOILS 

70/30-.1 

24.16 

4.418498 

3.710669 


VGO 

70/30-.1 

24.20 

4.286068 

4.177162 


VAC RESID“ 



3.825952 

4.6728 





$24.84795 

$23.55679 

$1.2916 


*Note: Prices besed on Nov. 25 Piatt's USCC 


Based on this approach, there is a $1 .29/bairel premium for Basrah 34 API versus current 
loading quality. 


The Mars offshore pipeline receives crude fixim various production facilities and delivers 
a blended composite stream onshore. To provide equity among the shippers, the Mars Oil 
Pipeline Company has established a quality bank on gravity and sulfur which 
escalates/deescalates based on a shipper’s barrels for a month. These tables are attached. 
The API gravity adjustment is approximately $0.01 5/tenth and the Sulfur adjustment is 
approximately $0. 1 0/tenth. 


Using these factors, but applying them to the change in Basrah quality above, the result is 
$1 .39/barrel, which compares favorably with the above approach of comparing yields. 
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A comparison of Basrah 34 and Mars crude oils has been made as it regards competitive 
pricing of crude in the US Gulf Coast. Listed below is a table of comparison between 
current quality of Basrah and Mars. 




BASRAH 29,8 


MARS 30.4 




YIELD(v/v) SULFUR 

YIELD(v/v) SULFUR 

WHOLE CRUDE 

100 

2.78 

100 

1.88 

LPG 


1.83 

0 

2.82 


C5-85 


5.21 

0 

5.84 

0 

NAPHTHA 

85-145 

7.94 

0 

16.27 

0.0616 pnK 

KERO/JET 

145-230 

12.54 

0.28 

13.18 

0.353 

DIESEL 

230-300 

10.36 

1.33 

9.16 

0.969 mBBB 

GASOILS 

300-408 

15.36 

2.25 

4.67 


VGO 

408-540 

17.26 

3.4 

28.38 

2.11 

VAC RESID 

540+ 

29.5 

6.3 

19.68 

4.08 



$/BBL* 




LPG 


23.42 0.428495 


0.660303 


C5-85 

Gasoline 

27.35 1.424935 


t. 59724 


NAPHTHA 


27.35 2.17159 


4.449845 

-2.?7826 

KERO/JET 

Jet 

30.22 3.789588 


3.982996 

mm 

DIESEL 

Diesel 

30,71 3.181556 


2.813036 

.'0;36'852 

GASOILS 

70/30-.10 

24,16 3.710669 


1.128179 

2.58249 

VGO 

70/30-,10 

24.20 4.177162 


6.868357 

-2^6912 

VAC RESID’* 


4,6728 


3.69 

■ . -.982^ 







YIELD VALUE 


$23.55679 


$25.18996 

-$1.63316' 

••Note: 

Price of Fuel Oil adjusted based on blending 1% Fuel Oil 

with Basrah 4.83% Fuel Oil to produce 3% Fuel Oil 

in USGC (rO bicnd»2 pans VacResid Sc 1 pan Diesel Cuner) 




The top part of this table is a comparison of yield outpoints while the bottom part applies 
recent Platt’s US Gulf Coast prices to these cutpoints. The result is a negative 
$1 .63/barrel based on yield of Basrah 29.8 versus Mars. These yield values do not take 
into account the higher sulfur content in diesel and gasoil that will cause further value 
discounting by refiners which are limited in their sulfur handling abilities. 

Since the approach of comparing yield data on a cargo basis is cumbersome and the 
results of applying API and sulfur differentials are very comparable, we propose to 
simplify the calculations by either of the following: 

I . Using the currently approved API adjustment differential of SO.Ol/tenth, the API 
adjustment of Basrah 34 to Basrah 29.8 is $0.42, the proposed sulfur adjustment of 
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SO.Ol/tenth is $0.76 and the current Basrah to Mars adjustment is $0.45 for a total of 
$1.63/bbl. 

2. An alternative solution might be to institute a single discount that would account for 
the effect of API and sulfur value differences as well as the Basrah to Mars value 
differential. Given the data presented, we think a single adjustment should be $0.04/tenth ■ 
of API with Basrah 34.0 API as a base. Applying this methodology to Basrah 29.8 yields 
a result of S 1 .68/bbl. 


We look forward to hearing your comments and discussing this further at your earliest 
convenience. 
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BAYOIL 


DATE: FebnMty2.2003 

TO; S.O.M.O 

ATTN: Mr.MubdirAlkndlwir 

FAX: .011-9641-774-2797 

FROM: .Mr.Davi4B.Cbilinen.Jr. 

Btyoil Supply ATtadint limited 

RBF: Your moatfafydiecoMiao with UJ>IOyeraeen«n 

OSP calcuIatioM far Jaanaty (US dettiiialion) 


The calcidaiioM eoeloted per yourrequeat are baaed on our undenlanAiie of fae 
cuneotly applied mediodototy, wbich ia approved by die U.N. Oveneen. 

Wie would leejieUflilly like to make aome eiaiifieatioD poiota legaidins of die key 

oomponeatf oT the fotnuila calcalacloBS aa feUowe: 

Market Man; 

The caiculadoii average for each decade it a rcaiiit ct the leceot 
methodology applied of the average Man (2^ moaih) quote for 
Baatab light and Man (1* moodi) quote for Rirfcnk. fiw five dtyi 
around actual B/L date for vetaelt loaded during each decade. 

Freight 

The application of WS 8S for Banah Light was baaed cm Flatt'a 
quotes doting 25-30 Deoember whieb are moat applicable to the 
actual veasela loading between 10-21 January. The assestments 
veund Jannary 10 for 21-31 lifong were approidmatBiy the tame 
plus 1-2 WS points. 

The application of WS 135 for Kirkuk was based on assessments 
for VLOC west ftomMed/WAfiiea about January lOastf^ied 
for die lifkingt 21-31 orFlatt’sMed/US Gulf rates approximaleiy 
WS 170 adjusted to VLOC difference. 

Misc. Costs: 

The enclosed breakdown of typical misceilaneoBS costs are based 
on rorrent and updated asseetmeats of nmiinial projeeUd costs for 
each categoiy. Many categories have recendy increased due to 
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relevant velttile natritm eirenmitances and can be eaeily 
doeiunented ud ftndiet' deaciibad. 


Qttili^ [Kfiereace: 

The OPV di ff em gial from Iraqi pndea ts compared to Mare are 
baaed on aat e aama n ttthaUJt. baa wcemlyapjBad. Aapcr 
previoai cofreapoodeooelbeOPV <Uffqtoceof$OJS f ii f ve rt 
man ii aubAandally dUfenot fiom the aeinat rndaBt yiatda 
between the cmdea ac«ordin( to atandaid iadMiy mediodi for 
calenlaiiae anefa crude ocanpaiiaona. 

Coodnceaclca/Pirafit/Etc. 

. The fonmUealcidadoiite&elaaed per decade for January 
ihipmenta doea not iadiide die factor applied oovaiing poichaaiae 
co^c nnfin taa rie a fee added mlaceBaneoBa eoatorpr^iiak 
margin. Aa we anderataadiueh factor have bean indiided in 
lecendy anfanlttad focniulaa baaed on $(UlS/bbl. It ia our view that 
aodi an aaaeaamaat dmint cnmat dmea ia Mdremely umealiatic 
and wtaiid th er efore aeefcyeuranppoct to prepoae additional 
allowanoea for atidi faetoca begiiiniiK in Jaanary. 

We hope yon receive die eommenli and ealcnUdona ia good order and will provide you 
farther explination of dnenmentatiaaaiipportiag die aeaetamenta or commema at your 
requeaL 
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FROM : 


FRX NO. : 7135249788 


Har. 0£ 2083 t8:44»1 P3 


The breaXdoim of Che miscellaneous sscondary are as fellows t 



Hxa 

CBYHMI 

bSKORRAGfi 

0.X3 

0.12 

XNSPBCTZON 

o.oa 

0.02 

HA& RISK ZSS0BAMC8 

0.08 

0 

HaRZNE IKSORAMCZ 

o.oa 

o.oa 

9TSMCBR PROaW 

0.03 

0.03 

TVH 

o.os 

o.oa 

IJlGRTCUlRi 

0.44 

0.44 

OPX/PORT CKARCE5 

0.03 

0.01 

LOSS 

o.oe 

o.oa 

H8DGS COST 

0.01 

0.01 

LC/ICUfiO 

0.04 

0.04 

TOTAL 

0.93 

0.79 
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FROM : 


F»< NO. : 713524S7aa Mar. 06 2003 10:45m P4 


g^SBAH 


ProjacM 

OSP BuM-up by VMaal Kflkiga avaraoe: 



Jan 1-10 

Jan 11-20 

Jan 21-31 

Jan 1-31 

Mam 

(U12) 

(3.142) 

(3367) 

(3.424) 

Fralght 

(2L420) 

(2.420) 

(2.420) 


Costs 

(0.930) 

(0.S30) 

(0330) 


GPV 

(0.5S0) 

(0.650) 

(0350) 


API 

0.360 

0.350 

0.360 



OJKO 

ODOO 

0300 

aooo 


(6.462) 


(7.417) 

(6.874) 


WBIWIt 


Projaelod 

OSP Bulld-up on vaasal lifdno days; 


-■ 

Jan 1-10 

Jan 11-20 

Jan 21-31 

Jan 1-31 

Maral 

(2.187) 

(2.604) 

(4359) 


GPV 

(0350) 

(0350) 

(0.350) 

(0350) 

Fralght 

(2310) 

(2310) 

(2310) 

(2310) 

Costs 

(0.790) 

(0.790) 

(0.790) 

(0.790) 

API 

0.150 

0.160 

0.150 

0.150 


0.000 

0.000 

0.000 

0.000 



(6.854) 


(6.573) 
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0I/0J/200S 10; SO FAX 71SZ248101 8°01 



•••••••••••••••••a 

at a 



aaa 11 REPORT 

aaa 

aaa 


'ntANSMZSSION OK 




TX/RX NO 

4909 


\ 

\ 

CONNECTION m 
CONNECTION ID 

ST. TIKE 

02/03 10:44 

1242SB24713 



USAGE T 

09*00 



PCS. SENT 

4 



RESULT 

OX 




FBX hO. : 713S2497BB Hir. B6 SBSa 1B!43(»I PI 



BAvai 


DATE: 

Fbbniaiy 2, 2003 

TO: 

S.O.M.O 

ATTN: 

Mr. Mubdir Alkodhdr 

FAX: 

.011-9641-774-2797 

FROM: 

.Mr. David B. Cbalmeit, Ir. 

Baytril Supply A Tntfiag linrited 

REF: 

Vour monihly discnition with liJ4 Overacera on 
OSP caiculabant for Januaiy {US destinaltoii) 


Th. r.j i-iil«tinrn per ytnil- lequea MB hMad r*t cMr mutoritmiBne of Ito 

cunoitly applied metba^oQr, wUdi la approved ty tbe U.N. Ovenean: 

We would raapectfUly like to make some elaiifieation poluti letatdiilg soqib of the 
componeois of cbe fonnaU calcoladoua aa followa: 

Market Mare; 

The caloulation avenge for each decade » a icndt of the recent 
methodidogy applied of the avenge Mara (2^ month} quote for 
Basrah light aad Mara (1* month) quote for Kirkuk, for five days 
around accnal G/L dale for vetsels loaded during each decade. 

Freight; 

The aj^caSon cf WS Sk for Basrah Light was baaed cat FlaWB 
quotes during 25-30 DecemtMr which are most appUcaUe fo the 
actual veisela loading between l(i-21 Januaty . The assesameata 
around lanoaty 10 for 21-31 lifting were ^rproaimately fire fame 
plus 1-2 WS points. 
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02/05/J003 10;4a PAX 7182248101 12|001 



••• TX REPORT ee« 

T&ANSMISSIOK OK 

TX/RX NO 

4802 

CONNECTION TEL 
CONNECTION ID 

0114416B87«8S8S 

ST. TUB 

02/09 10:40 

USAGE T 

02 '88 

PGS. SENT 

4 

RESULT 

OS 


■ROM : 


FftX NO. : 71S2497B0 fUr. 06 aww 10;43R« Pi 



BAYOU 


DATE 

Februuy 2, 2003 

TO: 

S.O.M.O 

ATTN; 

Mr. Mubdir Alkodbair 

FAX: 

011-9641-774-2797 

FROM: 

.Mr. Dtvid B. QMlnim, Jr. 

Baycnl Supply & Trading Liniied 

REF: 

Your moncUy diacunioo with UJ4 Ovaneera on 
OSP caleuIadoiH txJuaaxy (US dstfintion) 


The calculation ancloigcl'per your requeat are baaed oo our onderttDdii^ of the 
curroitiy applied metiiodology, whidi li i^|iroved by the 17.N. Overaeen. 

We would reepectftiUy like ID make aome clarification poista logardiag some of the key 
componems of the fonnuia calculation! aa followa; 

Maiket Mars: 

The calculation avsrase for each decade is a imift of the recent 
methodology ap|died cf the average Man <2*^ mooti)) quote for 
Basrah light a^ Man (1* month) quote for Kiilcak, Ibrfive days 
around ac tu al B/L date for vcisela loaded dnriag « erh ^ 

Freight: o 

The ^plication of WS 8S for Basrah light was baaed ca Flatf s ^ 

quotes doling Z5<30 December which are moat applicable to the ^ 

actual vessels loading between 10-21 January. The assessmeuts < 

arouxid January 10 for 21-31 Ufting were ajquoximat&iy the same ^ 

plus 1-2 WS points. 
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BAYOiL 


DATE 

Februaiy 2, 2003 

TO; 

S.O.M.O 

ATTN: 

Mr. Mubdir Alkudliiir 

FAX: 

01l-96*I-T74-2797 

FROM; 

Mr. David B. Chalmeta, Jr. 

Bayoil Supply & Trading Umiiad 

REF; 

Your monthly <fiacuagion with U.M Overseers on 
OSP calculations for Jainiuy (US destiaatioR) 


The aUculetioat fmclramd per your request tie bued oo our undentutdiAg of the 
currently ipplied methotlblogy, which 1« tiqxeved by the U.N. Ovenaert. 

We would respectfoUy like to make tome eltrificatioB point* legtiding of the key 
components of the formula calculations as follows: 

Maritec Mars; 

The caLculation everagt for each decade is a result of Uie recent 
methodology applied of the avenge Mars mcmdi) quote ibr 
Basnh light ai^ Man (I* month) quote for Kirkuk, for five days 
around actual 6/L date for veiaeU loaded during ftfh (fecufe. 

Freight: 

The ^piicadOQ of WS 8S for Basrah Light was ba sed on Pfatt*8 
quotes doling 25-30 D ecember which are moat applicable to the 
actual vessels loading between 1CL21 Januaxy. TheassessoicDts 
around Januaiy 10 for 21 >31 lifting were ^proaimately the aaine 
plus 1>2 WS points. 
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BAYOIL 


TO: S.OJVI.O. 

ATTN: Mr. Muihab 

CC: Mr. A. Husan 

FAX: 9641-774-2797 

FROM: David B. Cbabnert Jr. 

DATE: February 24, 2003 

REF: FEBRUARY PRICE FORMULA MECHANISM 


Dear Sin: 

In the spirit of our historical cooperation with S.O.M.O. and in connection with our 
substantia! February oil lifting activity on bdudf of several S.O.M.O. contractors, we 
would re^rectiully like to suirunarize a number of kQ' price and market factors which ate 
recommended to be considered with respect to die imp^ing February price formula 
submissions as follows: 

Our recommendations can be broken down into two integral issues relating to the 
establishment of Fair Market formulas: 

1. ) That S.O.M.O. should propose formulas, which encompass the various 

market/cost componoits that have been established as an approved methodology 
since the program incqition, including some modifications established over the 
past year. 

2. ) That S.O.M.O. should propose formulas, which according to the recently 

established methodologies will include a fair and predetermined procedure for 
detennining die various market/cost assessments, particularly accounting for 
current substantially higher cost component conditions and the current 
deterioratiQn in Sour Crude difterendals along with an associated risk factors 
prevailing during this volatile period. 

Based on the above referenced recommended criteria we would specifically recommend 
February prices be proposed based on the Following methodology and price oimponents: 

1.) The market/cost components for each grade's final price formula which was 
expected to be applied for Fdiruary liftings, based on the recently approved 
methodology are as follows: 

Basrah Light fU.S.V Kirkuk aiJl.l 


BAVOIl sumv 4 TSAOING IMIIEO 


fo BOrCSireiSNASSAU Bahamas 2<2 361 4731 fax: 242 362 4733 TD( 20644 
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L Sweet/Sour Crude Market Factor: 

Base price differential versus official reference 
Crude {W.TJ.) price reflecting prevailing 
Sweet/Sour market discount by applying Spot 
(Mars) crude versus (W.T.I.) as bare care 
comparison to Basrah/Kitkuk. 

U. Quality Dlflerential Factor: 

Price Differential between Mats crude vorus 
Basrah/Kirkuk rqiresenting prevailing typical 
quality difference for refiners. 


ill. Base Freight Cost Factor: 

Base fiei^t cost/BBL resessment (before 
ligjiterings) based on market rates for typical 
vessels by size/class for each lifting period. 

iv. Secondary Costs/Faetor: 

Prevailing market cost calculations for oflier ^ical 
transaction cost including, demurrage, insurance, 
credit/cunrency conversion, inspection, hedging, 
financing, cargo handling losses, risk margin. 


v. AdP.I. (^vlty Adjuttment Factor: 

Representing the typical/average vessel loading 
automatic price adjustment downward reflecting the 
lesser quality or lower A.P.I. versus the standard 
export quality assessment per specifications for 
each grade, (i.e. 34° A.P.I. Basrah Light, 36° A.P.1. 
Kirkuk) 


Note: This autonutic adjustment downward is currently added back to final formula fous 
canceling out automatic adjustment in general temrs and conditions adopted in 1998. As 
per previous qotre^ndence such practice does not seem logical and has an added effect 
of not fairly pricing die recent deterioration in crude quality. 


2. The mark etfeost assessinents which are recommended to be qrplied for each 

expectations of the industry prior load is regarding the general methodology to be 
approved (pa above) are outlined as follows: 


A.£i!lcakm} 

February 1-13 : Catena Congress") 
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Ftbrn«rv 14-28 : 

L Mtrkit F«etor; 

U. Ou«MtvPlffi 

ML BiieFrtldit : 
Febminr M3.- 

F*hm«rv 14-28: 

Jv. Seconttorv Coit: 
r»bn»«rY 1-13; 

rAwnr 


fVeneii! “loBton Spirit.” “E«gte Mllw«iifce«." 
“AIIHZO 0 Glidtotor" Md “PoIt,") 


Average Differenti»] quotes (Mars l“ MonUi) 
published S days annind B/L Actual Uftiiig’s 
during each period (above). . 


As per previous months (Appmx $.3S/BLL) 


Calculated typical cost/barret. Based on market 
rates report^poblished for generic shipments 
Ceyhan/Med to VS. Gulf (VLCCVWS135). 

Calculated typical cost/banel. Based on maiket 
rates repotted/published for generic shipments 
Ceyhan/Med to U.S. Gulf (80IC/WS20S and 
130K/WS180 Frttuary 14-28) 


A calculated total cost/BBL based on typical recent 
costs for generic shipments Ceyban/U.S. Gulf 
VLCC (ie. Approx .80/BBL). 

A calculated total cost/BBL based on typical recent 
costs for generic shipments Ceyfaan/U.S. Gulf 
VLCC (i.e. Approx .SO/BBL) included adjustments 
^licable (14-28) to reflect variances to loading 
cotrditions and vessel lightering cost as follows: 

-1/2 littering cost incurred (I30K vessels-PoIar) 
-No lightering cost incurred (80K vessel-others) 

- Demurrage allowince incmsed to reflect delayed 
loading conditions of S-9 days calculated by volume 
of approx. S30iC/day 
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V. A.P.I. Adtmtmeat : 

Average/bairel A.P .1. adjustment for vessels 
actually loading during each period (Approx./. 
25/BLL) (Subject to review of add Bade 
Methodology) 


B. Basrah Light (U.S.) 

February U-20 : (Vessels 
February 21-28 : 

i. Market Factor 
February n-25; 

Average differential quotes (Mars 2“ month-Apri!) 
published S days around Basrah Light across liffing 
during this period. 

February 25-28: 

Average differential quotes (Mars 1st month- April) 
published S days around Basrah Light across lifting 
during this period. 

U. Quality Differential : 

As per previous month (minimum S.SS/BBL) 
(Subject to increase base on higher sulfur contents 
versus standard export quality) For all periods. 


m. Bate Freight: 

February 11-25: 

Calculated typical cost/barrel based on market rates 
reported/published for generic shipments AG/USG 
of approx. WSllO 

Febnianr25-2g: 

Calculated typical cost/barrel based on market rates 
reported/published for generic shipments AG/USG 
of approx. WS95 


Iv. Secondary Costa : 

February 11-20: 

Based on typical recent cost of approx. $.95/BBL. 


February 21-28: 

Base of typical cost of approx. S.95/BBL plus 
variable covering additional cost of extraordinary 
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delayed loading conditions of 3-4 days calculated 
by volume at $70-80,000 per day. 

vt A.F.I. Adlustment : 

-Average/banel AJ*.!. for vessels actually loaded 
during each period (approx. $.40/BBL) (Subject to 
review of current add back methodology) 


BAY04-00S49 
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BAYOIL 


TO: S.O.M.O. 

ATTN: Mr. Muihab 

CC: Mr. A. Hutu 

FAX: 9641-774-2797 

FROM: David B. Chalmen Jr. 

DATE; Febniary24,2003 

REF: CHANGE IN METHODOLOGY APPLIED JANUARY O.S.P. 

FORMULA’S rtJ.S.1 


Dear Sin; 

The breakdown of the varioot eomponenti of each formnU ai per our 
recomniendatioiu for February formulat refleeli the Indutry perception of the 
methodology generally accepted by the U Ji. Overseen during the past leveral 
monthi up until January. Ilie industry hu renewed participation in recent months 
in part due to the higher expectadou of this methodol^ being applied at the end of 
ca^ month, despite the fact that many industry participants do not believt the 
methodology reflects a Fair Market component covering quality deterioradon of 
Basrah Light 

Despite the above, due to higher confidence in the methodology applied in December 
and prior nwnths eondnued to be were many industry participants sneh u Bayoil 
committing to forward shipments in January, February and March based on this 
assumption. However, to Ae surprise of all participants in January, there was a 
nmjor departure in the mediodology applied diat contradicts certain prembes 
est^lished from the beginning of the program. 

We would therefore like to budine our views on this apparent departure U.N. 
connection srith onr strong recommendadon that such condidons not be applies in 
February at foHows: 

The apparent change in methodology concerns the addidonal market component, 
which reflects die difference between l'‘/2*' W.T.L quotadon applicable around 
eadi loading, which is being added to each January formulas for both grades, and 
all lifting periods. This difference or backwardation in the market structure has not 
been consistendy applied for both Iraqi grades and for aii price periods every since 
the program’s inception and pardculariy last year. It should be further noted diat 
by suddenly adding this factor In January on a retroactive basis widiont prior notice. 


BAYOa SUfViy s TUOiNG tlMITJD r.o. BOX 3)2918 NASSAU BAHAAAAS 242 362A73I FAX: 342 362 4733 TlX: 20644 


Permanenl SubcommiBee on Investigations 

JPS^MinoritjJRp^^^^S 
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wben thb baekwardstton factor to the highest level In 10 years, is partieularly 
unrealistie. 

The primary concera however to that as a result of adding back diis backwardation 
process (W.T.I. \*n'* month differences) has the ^eet of redneing the 
con^etidvettess of each formula by a corresponding amount and if applied 
conbvdicts with the logic applied when in 1997 whereby the estabiishmentof a 
reference price was established by S.O.M.O. and the U.N. (Le. For Basrah Light, 2*' 
month W.T.L quotes to apply 15 days after B/L less the month discount). 

Specific key poinis for consideration: 

1. ) The establishment (1997) of using 2*^ month qnotadoiis for W.TJ. was 

adopted to comlate to most of the alternate foreign Sour producers prices 
which are prices around delivery on W.T.L 1" UMnth quotes would 
approxhnately equate to Basrah Lif^t prices on 2*^ month quotes (IS days 
after B/L) or much earlier period given Ac long shipment period. 

2. ) By adding back the l''/2'^ month difference based on quotes around load 

dates would in effect cancel out the methodology history adopted, resulting in 
the other foreign crude’s being cheaper by a s imilar amounb 

3. ) S,0,M.O. and the U.N.*s recentiy agreed procedure of Msessing delivered 

values of Basrah Light adjusted for quality based on prevailing market 
quotations for Mars Crude is also used as a barometer of Sour differentials 
by odier producers (Le. Saudi) which do not further adjust this factor hy the 
corresponding mondily W.T.L differences. 

4. ) Despite the considerations ontUned above, the practice of adding back a 

backwardation factor for bott Iraqi grades and all loading periods based on 
the attenqrt to some how equate to market assessments on Itomestic (Man) 
crude would not be applicable for Kirkuk or Basrah Light for most loading 
periods. 

We hope the above outlined posstbie considerations for not applied such a factor in 
future mouths may provide S.OJILO. a logical foundation for eUminatlng such 
praetiGe wlum cai^ilatlag formula’s for submission to U.N., as well as provide 
S.O.M.O. argnaacats to UJi. experts if their exists future rebate with such experts at 
to the approval of formula’s submitted without such factors included. 


BAY04-00616 



1264 



BAYOIL 


TO; S.O.M.O. 

ATTN: Mr. Mushd) 

CC: Mr. A. Hassan 

FAX: 0119641 774 2797 

EMAIL: somo@uruklink.net 

DATE: Fd)tuary26,2003 

REF: Recent methodology ^jpUed to Iraqi cnide formula 

compared to Saudi formulas for same delivery period 

If the recently adopted methodology ^rplied by die U.N. Overseers in January for 
assessing the delivered market component is ^lied again in Fdnuary it will result in a 
sidistantial uncompetitive difference betweoi prices fiir a similar grade quality (A.MED} 
for ddiveries in April (i.e. February loadings). 

Our conclusion can be easily calculated by calculating the expected Saudi formula for 
April ddiveries expected to be submitted shortly by using the methodology the Saudi's 
applied for January and predicting the April price accordingly and likewise, doing the 
same for Basrah Light formulas submittM already February 1-10 and calculating the 
expected 10-20 formulas as per the attached table. 

Spediically, the A.MED delivered W.T.I. differentia] in April will likely approximate a 
SS.SO/bbl discount In contrast if the current methodology is qrplied for Ba^ Light as 
the table demonstrates foe F.O.B. O.S.P. discounts will be Feb I-IO (-7.95), Feb 1 1-20 
(-7.40) and Fdr 21-28 (-6.80). Based on these F.O.B. discounts foe ddive^ cost 
foscounts for cargos loadirtg during these periods, a calculation of adding back freight 
plus cost less API will be as follows: 

FEB 1-10 FEBn-20 FEB 21-28 

(-4.17) (-4.03) (-3.69) 

As seen from the table, foe delivered cost discount aiqrlied by the U.N. is subbtantially 
smaller or mote costly than foe Saudi formula ddivet^ W.T.I. price differentia} fo>r foe 
same period of an amount between $1.30 to S1.80/bbl. 
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iOSP reconstruction: Basrah 



MK 

Feb 1-10 

Feb 11-20 

Feb 21-28 

Mars 

(4.183) 

(4.783) 

(5.150) 

Freight 

(3.170) W117 

(2.850) W105 

(2.580) W95 

Costs 

(0.930) 

(0.930) 

(0.930) 

GPV 

(0.550) 

(0.550) 

(0.550) 

/|J>I 

0.320 

0.400 

0.400 

Front/Back 

0.770 

1.299 

2.010 


(7.743) 

(7.414) 

(6.800) 

OSP 

(7.950) 




IOSP proposed: Basrah 



MK 

Feb 1-10 

Feb 11-20 

Feb 21-28 

Mars 

(4.183) 

(4.783) 

(5.150) 


(3.170) W117 

(2.850) W105 

(2.580) W95 


(0.930) 

(0.930) 

(0.930) 


(0.550) 

(0.550) 

(0.550) 

API 

0.320 

0.400 

0.400 

Front/Back 

0.000 

0.000 

0.000 


(8.513) 

(8.713) 

(8.810) 




2/26/20037:00 PM 
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BAYGl 


TO: U.N. Ovaseea 

ATTN: Morten Buur-jenien 

FAX: 212-963-1628 

DATE: Febniaiy27,2003 

REF: Recent methodology applied to Iraqi cnide fonnolt 

compared to Saudi formulas for same ddive^ period 


In reflect to the conclusions of our memo of February 27*. which calculates the generic 
deliv^ cost of vessel’s loading I -10 February at approximately W.T.I. less $<(.17/bbl, 
we would Uke to highlight an additional factor other than the comparatively high latxied 
W.T.L discount versus A.MEO, which causes the formula to be uncompetitive to a 
greater degree as follows: 

Bayoil has loaded the only two vessels during fois period, due in large part to the direct 
lequest from S.O,M.O. shipping to assist in the gap in nominatioos for this period and 
keep the program going srnoothly, which one of the vessels, “Skopelos”, will arrive 
Match ItT earliest The load rate early February, and due to the price period of IS days 
after B/L the vessel has a cost basis of April W.T.L less the above referenced discount 
For ytrur fortber information the vessel is still available for sale. 

The addidottal aforementioned foctor whidt will result in the currently submitted price 
formula being extremdy uncompetitive, in addition to its landed W.T.I. discount stems 
fiom the foot that its arrival and folly li^rtered discharge date corresponds to the tittte 
when May W.T.L becomes the pricing reference price for all other foreign sour crudes, 
particulatly Saudi crude. Based on the above, it is currently impossible to market such 
quantities on the basis of ^xil W.T.L As oftoday, the May W.T.L is $3.70/bbl lower 
than April, and as a result without further change in the O.S.P. formula, will result in a 
loss of simiiar amount on fois vessd. 

Due to the fact that we ate in extraordinary times, and market volatility, without setting 
Any precedent is would seem only fiur thri coosidecation would be given to this 
circumstance, particularly since prices have been approved retraactivdy for the purpose 
of more accuratdy reflecting the market 


«AYO» HjmtHUaNGlWITEO 
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We appreciate your consideration to the above matter in you mutual discussions and 
decisions in the coming days. 
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BAYOl 

TO: U.S. DEPARTMENT OF STATE 

Attn: Mr.M»tfl>ewT. McMttus 

Divuion caiief -Energy Producer ASiiis 

FROM: John D.N. Irving 

DATE; Febranty 27, 2003 


In connection with my brief discussion with Mr. fCiish regarding dm recent change in 
methodology being imposed on SOMO’s fonnuU submission by the Overseers, and the 
resulting uncompetitive consequences it has, and will cause for participants in die 
program, I would appreciate if your office could review our summary of die key issues of 
concern, including copies of the rdevant correspondence sent to the U.R and ^MO on 
dus matter. 

I know diese are busy times for your office, but we only address these concerns because 
of the high potential financia] consequences for participants in the program, such as 
Bayoil, whidi as you ate aware, only began rect^y p^dpating after a long absence 
due in part to your previous iodicadoos diat renewed participation was supported by your 
Department 

We will be at the disposal of your office or the appropriate U.S. Mission’s individual 
experts to discuss tiiii matter ftuther. 

Sincerely, 


John Irving 

Bayoil Supply dt Trading Limited 
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TO: U.S. DEPARTMENT OF STATE 

Attn; Mr. Matthew T. McManus 

Dtviaon Chief -Energy Producer Affairs 

FROM: Jdtn D.N, Irving 

DATE: February 27, 2003 

REF: CHANGE W METHODOLOGY APPLIED JANUARY O.S.P. 

FORMULA*S(U.S.) 


Dear Sirs: 

The breakdown offlie various components ofeadtfimnulaaa per omtecottirnendations 
for February fimnulas re&ects the industry peroqption of the methodology genetiily 
accepted by die UX Overseers during the past several months up until January. The 
indukry has renewed partidpatioo in rectat months in part due to the higher expectation 
of diis tnediodology being applied at die end of each month, deqiite the 6ct diat many 
industry particqiants do not believe the mediodology reflects a Fair Market componettt 
coveting quality detoiotatioo of Basrah U^L 

Debate die above, due to hitler confidence in die methodology qiptied in December and 
prior fflondis continued to be were many industry participants such as Bayoil committing 
to ibrwaid diipments in Jamtaty, February and March bamd on diis assurrqitioit 
Hourever, to t^ surprise of all participaots in January, there was a major depatiute in die 
methodology applied that contrinlicts certain premises established fiorn die banning of 
the program. 

We would thecefixe like to outline our views on this ^patent departure U.N. connecfioo 
with our strong recommendation that such ooodilioas not be qipUed in February as 
follows: 

The anoarent change in methodology oonoenis the additional market comnonenL which 
reflects the diflference between l'‘/2*^W.T.Lquotatiaoap(dicable around each loading, 
wdiicfa is being added to each January formulas for botii grades, and all liftiiut periods . 

This diflferenee Of badcwatdadon in the market structure has not been consistently 
aiplied for bt^ Inqi pades and fin all price periods every since die program’s inception 
and parttculariy last year. It should be fiuther noted diat by suddenly adding this in 
January on a ntroactive basis without prior nodoe when this backwardation factor is the 
highest level in 10 years, is particularly unrealistic. 

The pcimaty GDQoem however is that as a result of adding back this backwirdation 
process (W.T.I. l'‘/2*' mondi differences) has die effect of reducing the competitiveness 
of each finmula by a corresponding amount end if applied contradicts with the logic 
qiplied when in 1997 whereby the estsbiisiunent of a reference price was est^lished by 
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TO: U.S. DEPARTMENT OF STATE 

Attn: Mr. Matthew T. McManus 

Division Chief -Energy Producer Affairs 

FROM: John D.N. Irving 

DATE: February 27, 2003 

REF; CHANGE IN METHODOLOGY APPLIED JANUARY O.S.P. 

FORMULA'S ai.E.! 


Dear Sirs; 

The breakdown of the various components of each foimula as per our recommendations 
for February formulas reflects the industry perception of the methodology generally 
accepted by the U.N. Overseers during the past several months up until January. The 
industry has renewed participation in recent months in part due to the higher expectation 
of this methodology being applied at the end of each month, despite the fact that many 
industry participants do not believe the methodology reflects a Fair Market component 
covering quality deterioration of Basrah Light. 

Despite the above, due to higher confidence in the methodology applied in December and 
prior months continued to be were many industry participants such as Bayoil committing 
to forward shipments in January, February and March based on this assumption. 
However, to the surprise of all participants in January, there was a major departure in the 
methodology applied that contradicts certain premises established fiom the begiiming of 
the program. 

We would therefore like to outline our views on this apparent departure U.N. connection 
with our strong recommendation that such conditions not be applied in February as 
follows: 

The apparent change in methodology concerns the additional market comnonent which 
reflects the difference between l’'/2'*' W.T.I. quotation applicable around each loading, 
which is being added to each January formulas for both grades, and all lifting periods . 
This difference or backwardation in the market structure has not been consistently 
applied for both Iraqi grades and for all price periods every since the program’s inception 
and particularly last year. It should be further noted that by suddenly adding this factor in 
January on a retroactive basis without prior notice when this backwardation factor is the 
highest level in 10 years, is particularly unrealistic. 

The primary concern however is that as a result of adding back this backwardation 
process (W.T.I. l“/2'*‘ month differences) has the effect of reducing the competitiveness 
of each formula by a corresponding amount and if applied contradicts with the logic 
applied when in 1997 whereby the establishment of a reference price was established by 
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S.O.M.O. and the U.N. (i.e. For Basrah Light, 2“* month W.T.I. quotes to apply 1 5 days 
after B/L less the month discount). 

Specific key points for consideration: 

1 . ) The establishment (1997) of using 2“* month quotations for W.T.I. was adopted to 

correlate to most of the alternate foreign Sour producers prices which are prices 
around delivery on W.T.I. 1® month quotes would approximately equate to Basrah 
Light prices on 2“* month quotes (15 days after B/L) or much earlier period given 
the long shipment period. 

2. ) By adding back the l®/2“* month difference based on quotes around load dates 

would in effect cancel out the methodology history adopted, resulting in the other 
foreign crude’s being cheaper by a similar amount. 

3. ) S.O.M.O. and the U.N.'s recently agreed procedure of assessing delivered values 

of Basrah Light adjusted for quality based on prevailing market quotations for 
Mars Crude is also used as a barometer of Sour differentials by other producers 
(i.e. Saudi) which do not further adjust this factor by the corresponding monthly 
W.T.I, differences. 

4. ) Despite the considerations outlined above, the practice of adding back a 

backwardation factor for both Iraqi grades and ail loading periods based on the 
attempt to some how equate to market assessments on Domestic (Mars) crude 
would not be applicable for Kirkuk or Basrah Light for most loading periods. 

We hope the above outlined possible considerations for not applied such a factor in future 
months may provide S.O.M.O. a logical foundation for eliminating such practice when 
calculating fijtmula’s for submission to U.N., as well as provide S.O.M.O. arguments to 
U.N. experts if their exists future rebate with such experts as to the approval of formula’s 
submitted without such factors included. 
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U.N. Price Mechanisms Feb 03 


Page 1 of 1 


Jean Johnston 

From: Jean Johnston 

Sent; . Thursday, February 27, 2003 10:46 AM 
To: momanusmt@state.gov 

Subject: U.N. Price Mechanisms Feb 03 

Dear Mr. McManus: _ 

Please find attached correspondence from Mr. John Irving. 

«OSP FEB 03 State Dept Cover Ltr.doc» «OSP FEB 03 STATE DEPT LTR.doc» «FebOSPIraqi-Saudl 
Fonnola UN 2.27.03.doc» «FebOSP analyslsfeb26.>ds» «UNFeb1-10OSP 2-27-03.doc» 


9/23/2004 
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PSI Minority Rpt-FN 118 | 




1274 


Mary J«nklnt 

Front: MaryJonkins 

8«nt: Monday, Mareh 10, 2003 9:34 PM 

To; 'kir»chde@slate.ooV: 'mcmasnusmtSstate.goy' 

Subjtct: FW: OSP CoiTKipondenea 


€)■ C 0 

UNOSPHifd) UN-MEHIOOOLOGI FebOSP UN-U.S. MMiCET 

3-l<KI34oc ES AmJES m. ... ReGonstnJCil9n.)ds IRAQI CRUDES 3-... 

Attached documents sent to ON Overseers: 



1 
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Mary J»nkln> 

From: 

S«nt: 

To: 

Subjoct: 


Mary Jenkins 

Tuesday. March 11, 2003 12:22 FM 
'mcmanusmtQstate.gov' 

FW: OSP CotTBspondence 


e 0 c 

UNOSPMtKh UN-METHOOOIOGI HbQSP UtKLS. HARXrT 
3>l0-03.doc ES APPUES FEB. ... Reconstrucbonjds IRAQI OUJOES 3-... 



Attached documents sent to ON Overseers: 
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TO: 

UNITED NATIONS 

OFFICE OF IRAQ PROGRAMME 

ATTN: 

FAX: 

Mr. Benon Sevan 

Executive Director 
212-963-1984/212-963-5947 

CC: 

ATTN; 

U.S. DEPARTMENT OF STATE 
Mr. D.E. Krisch 

Mr. Matthew T. McManus 

FROM: 

David B. Chalmers, Jr. 

DATE; 

Marehl3,2003 

REF: 

on, PRICE MECHANISM 


Dear Sir: 

I would like to take this opportunity to apprise your ofBce of our serious concerns 
regarding the current difSi^ties experienced by the companies lifting oil under the 
current phase of the U.N. Oil-for-Food Program, which is directly as a result of the 
procedures and methodologies the U.N. Oil Overseers are applying to cany out their 
responsibilities. 

Bayoil’s concents are shared by many industry participants in the Program, a statement 
we can easily prove. All of us in the industry are under the assumption that it is still the 
objective of the U.N. and its members to see the maximum amount of funding to the U.N. 
Iraqi account, for the ultimate humanitarian benefit of the Iraqi people. Therefore, in 
order to accomplish this goal, there should be no unnecessary hindrwces for potential 
industry participants, which might result in loss of confidence by such companies, and 
subsequent reluctance to lift the maximum available quantities of oil on a ratable basis. 
Unfortunately, this is exactly the situation which occurs today, directly as a result of the 
U.N. Oil Overseers operating in a manner outside the stated guideline of their mandate, 
which includes as you well know, to accurately assess formula prices submitted by 
S.O.M.O, as to their relative fair market value. 

Bavoil 


As background for your information, Bayoil has been the largest shipper/marketer of 
Iraqi crude’s to the U.S. since the oil program began, mostly under contract from a wide 
range of S.O.M.O. allocation holders. For this reason, 1 believe we are in a unique 
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position to understand the changing dynamics of the Iraqi crude market, particularly 
during this recent period. Specifically, in February our firm shipped 8 million barrels of 
Kirkuk/Basrah to the U.S., and ftom March 1“ until today, approximately 7 million 
barrels. These figures represent betweai 40-60% of the U.S. deliveries, a market share 
consistent with our activities during typical periods since the programs inception. 

Specifically, the aforementioned activities, or procedures creating difficulties for the 
participants can be summarized as follows: 

1) During the process of assessing or sourcing market information, whereby 
industry contact would be required, The Overseers are in a deiiberate and 
prejudicial way ignoring and/or discounting market information/analysis from 
certain companies (including Bayoil), which are in the best position of knowledge, 
while relying instead almost solely on industry sources, which are often not 
participating and thus have their own vested interest 

• In this respect Bayoil has fiequently provided U.N. Overseers and S.O.M.O. 
written rqioits covering market analysis and other pertinent information, 
including recommended formula calculations for particular lift periods, which are 
consistent with our analysis, and completely accurate to the best of our 
professional abilities. 

• Unfortunately, we have never received the courtesy of written response to our 
Sequent and recent reports, and seldom any verbal comments or constructive 
counter arguments, which should normally occur between professiortals. This is 
particularly the case in the last few months, whereby our activity has become 
more predominant and the market has become more volatile, and as a result our 
reports to Overseers have been more Sequent and detailed (please see the attached 
Market Reports). 

2) The Overseers’ responsibilities under Resolution 986, in connection with the 
formula submission process with S.O.M.O. are not being adhered to. 

• The Overseers have clearly nre-advised S.O.M.O. of the price formulas S.O.M.O. 
must submit to gain their approval, (a procedure that could legally be questioned 
as it amounts to the Overseers deciding to price irrespective of S.O.M.O.'s 
assessments and evaluations.). The Overseers’ approach is also based on a 
methodology very much in variance with S.O.M.O.’s intended submission, which 
they share openly with the industry and which is consistent with the primary 
lifters. 

3) The Overseers are currently clearly not fairly or accurately assessing the fair 
market value of Iraqi crudes. 

• The Overseers have received written and oral documented evidence fi’om Bayoil 
and others, (see attached reports) which proves that their imposed methodologies 
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for establishing formulas, for recent and future lifting periods, will 
consequentially equate to a relative cost/price diffraential, which wUl likely 
continue to be higher priced than those of other crude grades (i.e. Saudi) or well 
above the “fair market value”. 


• The Overseers, have reportedly taken a position on this subject along the lines that 
the system of calculatit^ formulas is long standing, and despite the fact that this 
methodology may currently result in higher prices than other competitive grades 
and Spot market values for Iraqi grades, they maintain there is no basis for 
modification or amendments. 

• The Overseers, have received certain correspondence fiom Bayoil and others. 

That in fact there have been regular changes to the general methodology, and 
specific sub-components within the past few months. No supporting evidence has 
been offered to contradict these industry perceptions. 

The, aforcmentibned-appaient complete departure fiom the original gnideHttes'set forth 
for the U.N. oil experts under Resolution 98d, including the practice or a unilaterally 
setting a price on an ad hoc basis for Iraqi oil. This in turn has led to a complete 
breakdown in confidence by the industry participants in the program fueled by the 
expectation that prices will be imposed on future liftings in a manner consistent with 
recent past, which will likely result in between $ 1 .50-3.00 per barrel loss for lifters. 

As this situation is untenable for Bayoil, and as we understand other lifters as well, 

Bayoil has no other choice than to immediately cease participation in the program, and 
support others to do likewise. 

We regret to inform your office of this decision, due to our historical support for the 
program, and will calainly be reconsidering such action if any actions are taken to rectify 
this situation. Meanwhile, we are immediately seeking alternative options for our vessels 
already scheduled to load ratably fiom Ceyhan and A1 Bakr for some time, and will be 
informing our contractual supplier of such cancellations. 

I have drafted a final correspondence to the U.N. Ovraseers, outlining our overall 
concerns, which considering that in the past they have not had the courtesy to respond to 
our market analysis reports, it now would seem appropriate to forward such 
communications through your office, per the additional enclosed attachment. 

It will ind^ be regrettable if the purpose of the Oil-for-Food Program were to be 
frustrated by the behavior of the very U.N. officials who are supposed to manage its 
smooth implementation. 
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I will be happy to meet or discuss further any questions you may have at your 
convenience. You can contact me at my Houston office Tel. (713) 222-7100 or by fax - 
(713)224-8101 

Sincerely, 


David B. Chalmers Jr. 

For and on behalf of 

Bayoil Supply & Trading Limited 
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UN Oil Price Mechanisms 


Page 1 of I 


Jean Johnston 

From; Jean Johnston 
Sent; Thursday, March i 3, 2003 4;32 PM 
To: kirschde®state.gov 

Cc; momanusmt@slate.gov 

Subject; UN Oil Price Mechanisms 

Dear Sirs; 

Please find attached letter addressed to Mr. Benon Sevan, Executive Director of UN Office of Iraq Programme, 
together with letter to UN Oil Overseers to be forwarded from Mr. Sevan's office for your review. 

The attachments referred to are the recent correspondence which has been forwarded to your offic®. 

Please do not hesitate to contact me {71 3) 222-7100 if you require any elaboration on the attached. 

Sincerely, 

David B. Chalmers, Jr. 

«UN OIL PRICE MECHANISM 3.13.doc» «UN APPROVAL OF PRICING FORMULS 3.13.doc» 


9/23/2004 
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TO: OIL OVERSEERS 

_ OFFICE OF IRAQ PROGRAMME 

ATTN: MORTEN BUUR-JENSEN 

FAX: 212-963-1628 

FROM; JOHN OVERBEY 

DATE: MARCH 3. 2003 

REF; ADDITIONAL PODITS OF CONSIDERATION WITH RESPECT TO 

THE METHODOLOGY OF ASSESSING SOUR MARKET PRICES BY 
USING APPLIED DIFFERENTIALS BETWEEN fMARSI 
ASSESSMENT CORRESPONDING TO ARRIVAL VERSUS THE 
FOLLOWING MONTH W.T.L. INSTEAD OF THE SAME MONTH. 


Dear Mr. Morton Buur-Jensen; 

While we maintain our previously stated recommendations with respect to not applying 
this methodology for any period or either grade (Basrah Light/Kirkuk), due to historical 
practice and foreign competition, it should be noted that the premise of this methodology 
applied by Overseers has certain logic if refinery purchase prices were only based on 
economics whereby Iraqi grades were directly substituted for Mars, and not alternate 
grades, which would also imply the quality differentials was fairly assessed, which it is 
clearly not. 

With this in mind however, it is technically only logical based on a very narrow range of 
load dates between the 1 1'*“ and 1 5* of each month, for Basrah only, and only if there 
were no delays in shipment That is, for these load dated, in theory, the typical vessels 
competition or discharge date, after lightering about 45 days, would take place on or 
before the beginning of the month in which the Mars assessment is used. 

Therefore, there would be a theoretical value added for a refinery, if the Basrah cargo can 
be processed ftom the beguming of a particular month (as per Mars), and the cost is basis 
following month W.T.L 

As Kirkuk, is pricing versus 1® month W.T.L, and given about 30 days completion of 
lightering time, such load date would clearly not be able to be refined prior to the 
receiving month. Therefore, no case can be made for adding back such a backwardation 
assessment to Mars differential, (i.e. even lifting 1 1-15 each month could not be 
processed until middle of Sour assessment month.) 

Permanent Subcommittee on investigations I 
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In cases of Kirkuk loadings late month, or early in the month, there exists clearly a 
negative backwardation cost associated with the applicable 1** month W.T.I. quotations 
which are prevailing during the U.N. contract price period 15 days after B/L and the 
typical sale’s price period around discharge {likely to be after 25''' of each month due to 
transit time). 

The same conditions apply for Basrah lifting’s during the same period. 

Therefore, instead of adding backwardation for such load date, a subtraction should 
occur, in order to be competitive with other Sour Crudes. 

In summary, with respect to the importance of fairly assessing Iraqi grade formula’s, in 
February/March, particularly the delivered W.T.I. Market differential component to each 
formula, we would like to highlight the following key points; 

1. ) No case can be made for narrowing the MarsAV.T.I. differential assessment by 

applying ftie following month W.T.I. for: 

Basrah Lifting- Before 10''' each month 
-After 1 5“' each month 

Kirkuk Lifting -Any lifting period 

2. ) The effect of applying backwardation to the delivered Sour differential 

assessment Mara/W.T.I., results in the delivered cost differential BasrahAV.T.L, 
particularly today, substantially more narrow that this potential market sales 
differentials. 

3. ) A case can be made for subtracting W.T.I. (l“/2'“') month backwardation for 

lifting very late or early each month for Basrah and Kirkuk, due to the W.T.I. 
month sq)plied to the cost (per U.N. standard contract) is hi^er than the typical 
sales basis W.T.I. month expected time of discharge (i.e. “Skopelos case”). 
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MaiyJenkins_ 

From: 

Sont: 

To: 

Sub|oct: 


Mary Jenkins 

Monday, March 10, 2003 0:29 PM 
'Jensenm^n.oro* 

OSP Correspondmce 


B B 

UNOSPMard) UN-HETHOOObOGI F«b06P UN-U^. KARJCET 
3-l{H}3.doc ES APfUB FEB. ... RecoRStniCt)on.xJ5 IRAQI O^UOES 3-... 


1 


Permanent Subcommittee on Investigations 

PSIMinoritj^Rgt-FN^l^ 


BAY0M0S97 





1284 


TO: 

Ministry of Petroleum 


Baghdad, Iraq 

ATTN: 

His Excellency Amer Rasheed 

FAX: 

011 9641 885 3018 

DATE: 

March 15, 2003 


Dear Dr. Rasheed: 

As per my previous correspondence, Bayoil has lifted and nominated substantial Iraqi 
crude volumes in the recent period, in the spirit of our mutual cooperation. 

In this connection, the market value of these recently lifted quantities have on a relative 
basis deteriorated further since our last correspondence and have resulted in unforeseen 
negative financial consequences for lifters such as Bayoil. 

The aforementioned recent deterioration in delivered Iraqrcrude values is clearly a direct 
consequence to the substantial imported quantities of Saudi grades recently delivered and 
projected to be delivered through May. Consequently, there are not enough potential 
outlets for the Iraqi grades, which will undoubtedly not correspond to the lifted volumes 
as of today. 

Therefore, we believe it is imperative, prior to the submission of any further price 
mechanisms, that there should be a complete understanding of the actual market 
conditions today, as outlined in our recent correspondence to S.O.M.O. 

Additionally, I would like to inform you that our company and others, have been recently 
corresponding to key U.N. officials, and 661 Representatives, regarding the recent 
difficulties experienced by S.O.M.O., with respect to obtaining approval firom The 
Overseers for formula prices which reflect the actual market circumstances. 

It is in our view that these initiatives will shortly lead to more flexibility by The 
Overseers, and thus would hope to likewise see support fi-om S.O.M.O. by submitting 
price formulas consistent with our recommendations. 

I have enclosed some examples of more recent correspondence to the U.N. and S.O.M.O. 
on this matter for your review. 

I will greatly appreciate your assistance in this matter, and will be glad to discuss or 
comment on any of the material provided. 

Sincerely, 

David B. Chalmers, Jr. 
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Mary J»nkin» 

From: 

S«rtt: 

To: 

Sul^oct: 


Mstfy Jenkins 

Friday. February 07. 2003 4:31 PM 
'ow@nuGoast^.ccMn' 

Jan OSP 
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TO: 

NuCoastal 

ATTN; 

Mr. Oscar Wyatt 

FAX: 

713-877-7192 

FROM: 

David B. Chalmers, Jr. 

DATE: 

February 7, 2003 

RE; 

January O.S.P. Prices (US) 


Pursuant to our telecons, please find below suggested text to S.O.M.O. Please forward to 
MEDNAFTA to forward to S.O.M.O.: 

Quote: 

With reference to our impending February lifting, our intended receivers have expressed 
concon with regard to an apparent inconsistency in criteria used for calculating formula 
prices submitted in January which would affect the relative market price competitiveness 
for our intended lifting. 

Specifically, we would like to be assured that S.O.M.O. will make all endeavors to use 
the methodology established in recent months (i.e. December) accepted by the U.N. with 
respect to the criteria used to calculate the formula for each period. In fois connection it 
is impmtive that due to competition from foreign producer suppliers such as Saudi arrd 
Venezuela, no factor is added to the formula, particuiaiiy frrr our lifting period which 
reflects the premium between monthly quotations around the lifting date. Such a 
meftiodology is not applied in the monthly formulas for both the aforementioned 
producers, and if applied would make S.O.M.O. 's formula’s un-«>mpetitive by that 
amount, which in turn would result in the refinery receivers rejecting any deliveries from 
our shipment on this basis. 

We appreciate your clarification of this matter at your earliest convenience. 

Unquote 
Best regards. 


David B. Chalmras, Jr. 
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TO: 

NuCoastal 

ATTN: 

Mr. Oscar Wyatt 

FAX; 

713-877-7192 

FROM; 

David B. Chalmers, Jr. 

DATE; 

Febniaiy 7, 2003 

RE; 

January O.S.P. Prices (US) 


Pursuant to our teiecons« p!o«ae find bdow suggested text to S.O.M.O. Please ft^ard to 
MEDNAFTA to forward to S.O.M.O.: 

Quote: 

With refeitr.ce to our unpeoding February lifting, our inteoded reccavers bave ex pr essed 
concern widi reg ar d to an qiparent inconsistency 9tn mUria used for calculating formula 
prices submitted is January vriiicb would affect tbe n^ve market price con^)edti^ess 
for our intended liftLc^ 

Specifically, we would like to be assured that S.O.M.O. will make ail endeavcua to use 
the mefoo^logy established in recent months {i.e. Deconber) sccqMed by fiie U.N. wifo 
rei^toct to the criteria used to calculate the fonnula for each period. In Uiis conoectioo it 
is imperative that due to comp^tioD from forei^ producer si^Hos such as Saudi and 
VoMzuela, no factor is added to the formula, particulariy Sjt our lifting period vriiich 
reflects the j^mium between monthly quotations around the lifting date. Such a 
methodology is not applied in the monthly formulas for both foe aforementioned 
producers, and if applied would make S.O.M.O. 's formula’s un^competitive by 
amount, which in tura would result in the refinery receivers rcjcclmg any deliveries from 
our shipmer t on this basis. 


aoci 
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TO: PKA 

ATTN: Larry Goldstein 

FROM: John Overhey 

DATE: February 27, 2003 

REF: Methodology AiipUed By U.N. Oil Overseers for Approval of Formula 

Prices to U.S. Dmtination 


Dear Larry: 

With reflect to our earlier conversations and correspondence on our concerns over the 
dunging mefoodology being qiplied recently by the Overseers and the consequential 
competitive disadvantage as compared to other foreign supplies, we would like to provide 
you with some of our recent correspondence to the United Nations and State Depailmei^ 
on this matter. 

As should be evident from our ootiespondeoce, foe case can clearly be made foat 
amtinnation of sudi practice will undoubtedly cause great iinancial consequence to 
iitdustry participants, and likely lead to participants such as Bayoil fleeing foe program 
again, at a time when foe U.S. needs to keep oil flowiiig to che^ these exorbitant inices. 

We ue hopefiil fliat you will concur wifo our position in this matter and relay your 
ptoflsnotud recommendations to foe relevant authorities, during this week, v^le foe 
market circumstances ate being evaluated by foe U.N., pertaining to foe price discussions 
and submissions by SOMO for Fdmiary. 

David and I will look forward to hearing from you wifo regard to any comments or 
questions on this matter at your convenience. 

Sincerely, 


John Overbey 

For and on bdudf of 

Bayoil Supply & Trading Limited 
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You may be interested, 


PERINC has prepared the enclosed report, Iraqi Oil: A Love-Hate 
Rdaiionship. The report reviews the complex, even contradictory, concerns 
associated with Iraqi oiL 

Iraq is one of the three countries, along with Iran and NorOi Korea, named by 
President Bush as members of the “axis of evil.” Yet the US is a sizeable 
market for Iriiqi oiL The growth in imports from Iraq has generated 
opposition in Congress, most recently expressed in a Senate bill to prohibit 
them. Companies importing Iraqi oil in support from and conformity within 
US and UN sanctions regulations, find themselves under public scrutiny, and 
oraaslonal outright criticism for doing so. 

The US has a strong interest in maximizing iegal exports from Iraq. At the 
same time, the US wants to dose off illegal revenue sources that support the 
Iraqi regime. Recently, the UN pricing regime was modified to reduce the 
scope for illegal surdiarges but an unintended result has been a significant 
fall-off In legal exports and funds for humanitarian imports. The loss could 
push up oil prices, given OPEC’s likely decision to maintain production levels. 
It is not dear that overall illegal revenues have fallen. lUegai revenues from 
smuggled oil are far larger and only modest oil price increases, supported by a 
tighter world market, would offset any losses hi surcharges. 

It is proving extremdy difficult for the US to achieve all its objectives. The 
US has succeeded in overseeing the return of an important source of supply to 
the world oil market while insuring that most of proceeds go for approved 
purposes. Any slippage, however, is a cause for concern, given the nature of 
the Iraqi regime. 

If you have any questions or comments, please call Larry Goldstein, Ron Gold 
or John Lichtblau. 


Juno 2002 


Petroleum Industry Research Foundation, Inc. 

3 Park Avenue • 26* Floor • New York, NY 1 001 6-S989 
Tel.: (212) 686-6470 . Fax:(212)686-6558 
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Iraqi Oil: A Love*Hate Relationship 

Since the 1990 invasion of Kuwait, Oie U.S. has viewed die Iraqi regime as hostile. Iraq is one 
of the three countries, along widi Iran and North Korea, named by Presideat Bush as monbers of 
the “aids of evil.” On August 2, 1990, former President Bush issued an executive order 
declaring a national emergency and by executive order imposed a complete trade emibargo and 
blodca^ of govenimrait finandal assets on Iraq. Within a few days, ^ UN Secati^ Cound] 
imposed similar comprdiensivesancticms. The original executive order has been renewed over 
the years, most recently on July 31, 2001 by the current Preddent Bush. 

In 199S, in response to growing humanitarian concerns for the Iraqi population, foe UN sanctions 
regime was modified to carve out an excqition to the total embargo, oil. UN Security Coimdl 
Resolution 986 allowed foe Iraqi govemmoit to sell a limited amount of oil for a limited period, 
with proceeds to be dqiosited in a ^ledfied bank account and to be used fin- spedfic purposes, 
piinuuily humanitarian siqiplies and compensation to war victims.' Sanctions are still in effect 
althou^ with significant Ganges, in particular the removal of limits on oil sales and most 
recently, a streamlining of foe review process regarding purchases of ingxitts. US sanctions 
regulations have incorporated foe changes made over the years by foe UN Security Coundl. 

Althou^ US-Iraq relafions are no less hostile than they were in foe afiermafo of foe Gulf War, 
foe US has become a sizeable market for Iraqi oil. In foe first foree months of this year, US 
irrqxrrts of crude oil from Iraq amounted to neatly 50% of UN monitored Iraqi oil exports and 
about 10% of total US crude oil imports. Despite this substantial commerdd relationship, 
companies importing Iraqi oil in support from arrd conformity within US and UN sanctions 
regulations, fiind themselves under public scrutiny, and occasional outright criticism for doing so. 
Part of the problem lies in foe manner of just how foe oil is acquired. Iraq refuses to sell oil 
directly to US companies. From those who do buy foe aufoori^ oil at ajqnoved prices, Iraq is 
accused of collecting illegal surcharges above and beyond authorized prices, vfoich in turn ate 
presumably “inccnporated” in prices charged to third parties. Thus, US conqranies are accused 
of indirectly lending finarxnal support to foe Iraqi regime even though foey have no incentive 
wfaatsoeva to pay anyfoing more than competitive market value for foe oil—indeed, perhaps a 
bit less given foe suj^ly risks associated wifo this source. For any sustained surcharges to be 
possible, there has to be some grp between ^rproved prices and market value, an issue that foe 
UN has been attempting to address. Iraq is also accused of collecting revenue forough illegal 
cottunissions on import contracts, and most important, through oil smuggling. 

This report reviews foe complex, even contradictory, concerns associated wifo Iraqi oil. The 
return of Iraqi oil to the international market has played an important moderating role on world 
oil prices. * The US has an interest in supporting hi^ levels of legal, controlled exports both as 
an ongoing force for price moderation a^ as a means of funding approved humanitarian 
imports. At foe same time, foe US wants to close off illegal revenue sources. An official pricing 


Of the total proceeds, 72% were to finance humanitarian impons-split between the Iraqi govennnent controlled 
(59%) and the Nortiion Goventates or areas controlled by the Kurds (1 3%)— and 23% for condensation of 
toctinis. Tlw folance funds the UN a dministra tion costs, and monitoring arid impectimi programs. 

^ Just as its periodic loss has undoubtedly raised worid oil prices. 
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system diat leaves no money cm tfie table for sircharges would in principle meet both objectives 
aldmugh such a system in practice has been difBcult to devise. Until late last year, the UN had 
been pricing Iraqi oil preferentially to and not competitive with otfaa conqianible crudes in a 
broadly success^ efto to encourage legal export volumes and raise revenues for humanitarian 
imports. Howevo*, recent attempts to price closer to market, in particular duoug^ a shift to 
retroactive pridng, is having foe undesirable effects of cutting ttumitoted export volumes and 
revenues available to finance humanitarian imports.’ 

The illegal revenues fiom surcharges are estimated to be a voy small fiaction, about 2-3% of 
total legal revenues. They ate also modest relative to foe 10 times larger revenues fiom 
smuggling. On foe surface, it’s therefore puzzling, why we haven’t focused efforts on 
diminating foe smu^ling. The illegal sales through foe Syrian pipeline by itsdf nets Saddam 5 
times foe illegal revenues fiom surcharges, where he gets dollars per barrel not dimes. Reducing 
smugging, however, involves gaining foe coqteration of countries receiving foe oil, \diich so far 
has not bem successful. 

Iraq's Rols in Oil Markets 

Toward foe end of 1996, Iraq accepted foe UN conditions for oil sales laid out in foe August 
1995 UN Security Council Resolution 986 and Iraqi oil began its reentry into worid markets. 
Production levels rose fiom about 580 MB/D in 19% to 2.5 MMB/D in 1999, a level that has 
mote or less been sustained through 2001. In 2001, OPEC’s production was up by about 1.8 
MMB/D versus 1996, with foe entite net difference accounted for by Iraq. In effect, Iraq, whidi 
currently is not subject to any OPEC production limits, has pre-empted market gains for foe rest 
of OPEC, putting pressure on that organization’s cohesion and ability to influence prices. 

The impact of Iraq’s return to market is 
illustra^ by foe changes in recent years 
in US sources of supply of imports. The 
chart on foe right shows foe broad sources 
of growth in US net oil imports since 
1996. 

From 1996 through 2(K)1, US net inqmrts 
grew by 2.1 MMB/D or fiom 8.5 to 10.6 
MMB/D. All non-OPEC sources 
suiqtlied 0.9 MMB/D of foe growth 
followed closely by Iraq, which supplied 
nearly 0.8 MMB/D. The other OPEC 


’ This could lesttlt in an anmialized loss of $3 billion to the escrow accoimt without necessarily cutting into the net 
illep] flow of funds to Saddam. It takes only modest inoeases in the much larger flow of illegal revenues fium 
smuggled oil to offiet the reduced revenues fiom surcharges, a process fiicilitatcd by a tighter world market With 
refinery margins weak and other etudes readily available, the new level of uncertainty created by retroactive pricing 
has moved Iraqi oil &om die top toward the bottom of a refiners preference list 


Souicaa of Orowlh In US Oil Imports • 
Changaa vtraua 1S9S 
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countries collectively siq>plied less than 0.5 MMB/D. The share of total 199frt2001 growth 
accounted for by die odis OPEC group amounted to about 20% of the 2.1 MMB/D total, well 
bdow the groiqi’s 50% share of totd US net imports in 1996. The growth in inerts from Iraq 
has goiaated o]^rition in Congress, most recently expressed in a Senate bill to [nohibit them. 
The bill is o;^s^ by die Administration and is highly unlikdy to become law. Noitetfadess it 
reflects the uncomfortable balance in percqidons between die advanta^ to die US of having a 
new source of siqiply come to market and the desire not give any support to a hostile regime, 
even if in feet the lion’s share of Iraq’s oil revenues go for humanitarian purposes. 

While aimual fi^irK give some perspective on the impact of haq’s return to die wc^d oil 
market, they miss anotho- aspect of Iraqi exports, at least those momtmed by the UK, namely 
their short-term volatility. Sharp swings in a country’s export volumes can result from suddrai 
changes in market conditions, physical produedon and logistics problems and, especially in the 
case of Iraq, political decisions to curtail exports. The chart below illustrates the weddy trends 
in UN-monitored crude exports since the beginning of 2000. 

Over die period Aown, monitored 
exports have varied from weddy highs 
exceeding 2.5 MMB/D to weekly lows of 
zoo. The zero export periods all have 
political roots. The 2000 and 2001 zero 
export intervals occurred when a six- 
month sanctions phase had come to an 
end and Iraq was refusing to accept the 
terms of the next six-month phase as set 
by die UN Security Council. Exports 
rebounded once Ii^ finally agre^ to the 
toms. The latest, mid-April to mid-May 
curtaihnoit was stated to be in siqiport of 
the Palestinians during the recent 
intensification of the Israel-Palestinian 
conflict The Iraqi government called on the other Arab eiqiorters to follow suit When it was 
clear diat no odier country would join in cutting oil siqiplies, Iraqi (monitored) exports resumed. 
However, the bounce back does not aiqiear to be as vigorous as has been the case after earlier 
curtailmcaits. This year through mid-April, monitored exports have averaged 1 .6 MMB/D, about 
0.5 MMB/D below its 2-2.2 MMB/D export capacity. Setting aside die curtailment period, 
monitored exports since early March have averaged about 0.7 MMB/D below year-earlier 
volumes. 

The significandy lower volumes are generally considered to be the result of changes in UN 
pricing formulas designed to reduce the scope for illegal surcharges.^ Pricing issues are 


* Earfc, concerns over Iraqi jHodaction capability led to a broadening of permitted inqxirts to include oil-related 
equipmenL As of mid-May of this year, about 8% of die value of inqioit contracts iqiproved for die Iraqi 
government controlled areas were for oU-related equ^ment. 
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discu^ed in more detail in the next section of die nport but before turning to them, it should be 
kept in mind dut ndietiier or not Iraqi exports recover toward earlio- lug]i levels is an important 
near-term issue fiar wmld oil markets. OPEC has already indicated that it will not rmse official 
production quotas «dien it meets lata diis month. Recent fweeasts, indudii^ those issued by the 
USDqiartmeDtofEnergy andihe Intematiooal Energy Agency project hi^m’ world oil donand 
in die third quarter (due mainly to seasonal factors). The diird quarter is typically a stodc-build 
quarts as well. Widi non-OPEC inoducdon expect to rise only modestly, die wmU will be 
looking to OPEC for more oil. l^^e the OPEC members apart fimn Iraq are already ]»oducing 
bQond dieir quotas, and the gqi could rise sdli fiirdier, there is litde doubt that an early return by 
Iraq to at least its prior hi^ levels of exports would go far towards aUewadng risks of a 
significant d^toiing of world oil markets over the summer. 

Pricing Iraqi Oil 

Under the current UN sanctions regime, a qieda! committee sets the jnices under whidi Iraqi oil 
is legally exported. The prices are meant to be in line with market values of the oil although 
precision is impossible to assure. The demonstrated political siq^ly risks associated with Iraqi 
oil mean that iddmate buyers view this source differe^y fiom <^er more st^le source and 
allow for this difference in what they are willing to pay. A findier complication comes fiom at 
least die early need to raise revenues to fiiumce humanitarian imports, and therefore the priority 
given to insuring diat the world oil market would take large volumes of oil on offer. 

Iraq refuses to sell oil direedy to US buyers, so US companies purchasing Iraqi oil must do so 
dnrou^ resellers. It is the initial, direct buyers who would be paying the ille^ surcharges to the 
Iraqi govemmenL In late 2000, as the sanctions regime was coming up for renewal, the Iraqi 
government announced that anyone buying oil fiom the national oil company would have to pay 
an explicit SO cent/barrel surcharge to a bank account controlled by Iraq. The UN Security 
Council rejected die demand. There was a brief stoppage of exports before Iraq agreed to the 
six-month renewal of the program but 
die matter of ill^al surchtuges remains. 

In principle, the closer the UN price is to 
market value, the less room there would 
be for suiduuges and diere are 
indications that the recent changes in 
pricing practices, especially the shift 
early this year fiom forwanl to 
retroactive pricing, has cnit into the 
potential for sunharges. 

The chart on the right shows the weddy 
average crude prices set by the UN for 
Iraqi exports and for comparison 
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purposes, the FOB Arab Li^ {sices. Prices are shown from flie beginning of 2001 through fte 
eDdofKfoy2002. 

Through early 2002, &e aveage UN set prices tended to be significantly below the Arab Light 
{Trices. But with die dumge in UN pricing practice that was introduced early in the year, the gqi 
has virtually disqrpeated. At diat time, the shift was made fiom forward to retroactive {itidng 
Differences betwra the two oude streams limit the value of autti {nice omrqMiiaaiiabetwerai 
diem but the data strong indicate a substantia] narrowing of any gqi between UN paces and 
market values. The narrowing suggests that the move to retroactive {nicing was acconqianied by 
otba changes as well that effectively narrowed the gqt.’ But caution is needed before 
concluding any per barrel surcharge has been similarly reduced. 

The substantially lower UN-monitored Iraqi ex{»rt volumes since early Marxdi, setting aside the 
Iraqi {lolitical curtaihnent discussed earlier, suggests that effective prices relative to values seen 
by final consumers have moved iqi with die new {iricing Such a dcvelo{>meDt encourages the 
mote marginal buyers to look elsewhere ftir su{>pUes. 

The Iraqi government has placed a hi^ priority on revenue fully under its own control — 
through surcharges, smugging, and ille^ commissions. It has also shown willingness suspend 
tenqxirarily all legal ex{)0tt3 and forgo the associated UN-controlled revenues and the far smaller 
revenues ffom illegal surcharges. The Iraqi govemmoit may {rreier, at least for the time being, 
to acce{>t substantially lower UN-controlled volumes and money into the escrow account since 
there doesn’t seem to be any reduced flow of illegal {layments to the government 

The Iraqi government’s own revenue losses would be reduced to the extent reduced legal oil 
ex{>otts tighten the market and raise revenues received on smuggled oil. As publidied by the 
GAO, smuggled oil amounts to between 325 to 480 MB/D. ‘ The losses of illegal surcharges on 
autborixed oil could be offset if markets ti^tened suffidendy to raise {sices received on 
smuggled oil by between SO cents and 75 cents/barrel.’ It should be noted that the estimated 
range fts smu^ed oil as published by the GAO includes 100 MB/D of ex{>orts to Jordan. 
Altbou^ techrtically in violation of the UN sanctions, die txports to Jordan are tacidy accqited 
by the UN, and the US government. 


’ Retrotctive iniciiig per w need not necessarily uqnct the maisrn between the ofScial price snd the prices in tuin 
$et by &e tniddleroen to thear custoiocts- While U does offer UN officials more inlbn&atioa about maricet eooditions 
b<^ore aettn^ prices, &e more discierion dbe pricing officials exercise, tbe less certainty buyers have about 

dseirultimato costs, adding to their maricet risks. 9 

‘ See, us Oraieral Acconntini! Office. Weapom of Maw De atniction: UN Confionts Simifieant Caallenees in ^ 

trnnlemeiiiin e Sanctions Against Iran . May 2002. ? 

A BU^ained loss of 0.5 MMB/D from global oil mukets would easily raise worid tn» A^ prices by |ev^ ^ 

< 
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Tha on Companies 

The US regulations for conqiames buying oil &om foe Iraqi govemmrat or its state oil company 
ate clear. To receive a specific license to import foe oil, any purchase contract must accord wifo 
“nonnal arms-leigth commercial practice” and foe applicant must certify fiiat it undeistands foat: 

“ — issuance ofa license does not authorize a licensee to provide goods, services or 
compensation of any kind to foe Goveinment of Iraq ofoer than foat spedficaily 
provided in contracts entered into by foe iq^licant and the Oovemment of Iiaq and 
submitted to and approved by foe UN 661 Committee or its designee.”* 

US companies are thus prtfoibited fiom paying surcharges on purtfoases of oil directly fiom Iraq. 
However, as noted earlier, Iraq refuses to deal directly wifo US companies. As has bm widely 
rqxnted, last year foe US State Department wrote to the US companies buying Iraqi oil on the 
wmld oil market warning them to be sure their purchases are not tainted by payment of a 
surcharge foat Iraq has reportedly demanded. US cortqianies m any case have no incentive to 
pay anything above foeir judgments of competitive m^et value for Iraqi oil, including any 
allowance firr siqqrly risk. By irrqxnting competitively priced Iraqi oil, foey are in effect holding 
down the cost of imported oil to US consumers. This is particularly the case when as part of 
their effort to prop tq> oil prices; OPEC has been bolding back supplies of comparable crudes 
available to foe ntarkeL 

The companies importing Iraqi oil into the US are thus not the appropriate targets of any effort to 
cut the illegal flow of revenues to foe Iraqi government The qrpropriate targets have proven 
more difBoilt the direct buyers paying foe rqiorted surcharges, and the countries such as Russia 
who could exercise greater oversi^t over their national's bdiavior, as well as those entities and 
countries receiving foe smuggled oil. The problem is further complicated by foe apparent 
willingness of the government of Iraq to sainiGce substantial legal revenues in ordv to maintain 
the far smaller flow of direct illegal revenues to itself. As wifo much else concerning Iraq, 
inqierfect results seem to be foe most that can be achieved. In his May appearance on Meet foe 
Press, Secretary Powell summed up the current imperfect situation as follows: 

But he is tible — through smuggling activities and other states that are nei^bors of his, and this 
kind of diqilicitous action in arranging surcharges — be is able to generate an iiAtirinn.il $2-$3 
billion a year that he can use for whatever purpose be chooses. I wish that were not the case. 1 
wish we could shut it down entirely, but we haven't been able to. But we have been able to keep 
the Oil-for-Food program in place, and that controls about 80 percent of the funds available for 
foe regime.’ 

In sum, it is proving extremely difficult for foe US to afoicve all its objectives whai it rxrmes to 
Iraqi oil. Nonetheless, foe US has succeeded in overseeing the return of an important source of 


'Quoations taken fiom, US. Dqjattment of the Treasuiy, Office of Foreign Assets Control, 
fafliSilMfoas Regiilalions-TiUe 31 Part 575 of the U.S. Code of Federal Remilstinns 
Meet die Press interview, May 5, 2002. 
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sqqtly to the world oil mailcet niiile insuring tbat most of proceeds go for ^^ved purposes. 
Any slippage, bowever, is a cause fyr concern, gjvai the nature of the Iraqi regiine. A narrow 
focused forward pricing formula would a^tear to be mcse consistent with US interests than foe 
retroactive pridng method currently in place. 
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To: David Chalmers 
From: Ken Vestal 
Subject: OSP Retroactive Prices 
Date: March 7, 2002 

Below are the OSP’s with the difference shown from the month before. In discussions 
with John Irving and Larry Goldstein of PIRA they both believe the “Retroactive 
Pricing” started in October and I believe that is correct. I multiplied the volume of the 
loading month by the difference from the OSP of the preceding month. Example: 
December volume on the “Lycom Pacifique” was 1,921,000 of Kirkuk, the change in 
OSP’s from November to December was $1.50 bbl for Kirkuk or a total impact to Bayoil 
of $2,88 1 ,500 for that cargo only. The total for the five months of October thru February 


was $20,992,200 , see attached breakdown for all cargoes. 
“Hellespont Grand” in this review. 

Delta-Month 

Also I did not include March 

Delta-Month 

Month 

Basrah OSP 

Before 

Kirkuk OSP 

Before 

September 

$6.80 

$+0,25 

$6.15 

+$0.25 

October 

7.00 

-0.20 

6.15 

NC 

November 

6.45 

-0.55 

6.05 

0.10 

December 

5.00 

-1.45 

4.55 

1.50 

January 

4.15 

-0.85 

3.85 

0.70 

February 1/H 

3.70 

-0.45 

3.30 

0.55 

“ 2/H 

3.85 

-0.30 

3.30 

0.55 


NOTE: David I made a mistake on the change or delta on the January to February 
Kirkuk OSP, on the last one sent to you in Geneva. I showed a $0.30 change for the 
January to February OSP and it should have reflected a $0.55 change. I have also 
corrected the attached accounting sheet showing the details on the gross impact to 
Bayoil for the ‘‘Retroactive Pricing”. 


Permanent Subcommittee on Investigations 

PSI Minority Rpt-FN 121 
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TO; 

UNITED NATIONS 

OFFICE OF IRAQ PROGRAMME 

ATTN; 

FAX; 

Mr. Benon Sevan 

Executive Director 
212-963-1984/212-963-5947 

CC: 

ATTN; 

U.S. DEPARTMENT OF STATE 
Mr. D.E. Krisch 

Mr. Matthew T. McManus 

FROM; 

David B. Chalmers, Jr. 

DATE; 

March 13, 2003 

REF; 

OII-PIUCEMgCHANlSM 

Dear Sir; 


1 would like to take this opportunity to apprise your office of our serious concerns 
regarding the current difficulties experienced by the companies lifting oil under the 
current phase of the U.N. Oil-for-Food Program, which is directly as a result of the 
procedures and methodologies the U.N. Oil Overseers are applying to carry out their 
responsibilities. 

Bayoil’s concerns are shared by many industry participants in the Program, a statement 
we can easily prove. All of us in the industry are under the assumption that it is still the 
objective of the U.N. and its members to see the maximum amount of funding to the U.N. 
Iraqi account, for the ultimate humanitarian benefit of the Iraqi people; Therefore, in 
order to accomplish this goal, there should be no unnecessary hindrances for potential 
industry participants, which might result in loss of confidence by such companies, and 
subsequent reluctance to lift the maximum available quantities of oil on a ratable basis. 
Unfortunately, this is exactly the situation which occun today, directly as a result of the 
U.N. Oil Overseers operating in a manner outside the stated guideline of their mandate, 
which includes as you well know, to accurately assess formula prices submitted by 
S.O.M.O, as to their relative fair market value. 

Bavoii 

As background for your information, Bayoil has been the largest shipper/marketer of 
Iraqi crude’s to the U.S. since the oil program began, mostly under contract from a wide 
range of S.O.M .O. allocation holders. For this reason, I believe we are in a unique 


BAY04-01288 




1300 


position to understand the changing dynamics of the Iraqi crude market, particularly 
during this recent period. Specifically, in February our firm shipped 8 million barrels of 
Kiikuk/Basrah to the U.S., and fium Man* 1“ until today, approximately 7 million 
barrels. These figures represent betweoi 40-60% of the U.S. deliveries, a market share 
consistent with our activities during typical periods since the programs inception. 

Specifically, the aforementioned activities, or procedures creating difficulties for the 
participants can be summarized as follows: 

1) During the process of assessing or sourcing market information, whentty % / 
industry contact would be required, The Overseers arc in a deUxtitte Mid 
prejudicial way Ignoring and/or discounting market informathm/attatysis bsmi 
certain companies (including Bayoil), which arc in die best position of knowledge, 
while relying instead almost solely on industry sources, which are often not 
participating and thus have their own vested interest. 

• In this respect, Bayoil has fiequently provided U.N. Oveiseers and S.O.M.O. 
written reports covering market analysis and other pertinent information, 
including recommended formula calculations for particular lift periods, which are 
consistent with our analysis, and completely accurate to the best of our 
professional abilities. 

• Unfortunately, we have never received the courtesy of written response to our 
fiequent and recent reports, and seldom any verbal comments or constructive 
counter arguments, which should normally occur between professionals. This is 
particularly the case in the last few months, whereby our activity has become 
more predominant and the nuuket has become more volatile, and as a result our 
reports to Overseers have been more fiequeni and detailed (please see the attached 
Market Reports). 

2) The Oveneert’ reapousibilities under Resolution 986, hi connection with the 
formula submission process with S.O.M.O. are not being adhered to. 

• The Overseers have clearly pre-advised S.O.M.O. of the price formulas S.O.M.O. 
must submit to gain their approval, (a procedure that could legally be questioned 
as it amounts to the Overseers deciding to price irrespective of S.O.M.O.'s 
assessments and evaluations.). The Overseers’ approach is also based on a 
methodology very much in variance with S.O.M.O.’s intended submission, which 
they share openly with the industry and which is consistent with the primary 
lifters, 

3) The Overseers are currently clearly not fairly or accurately assessing the fair 
market value of Iraqi crudes. 

• The Overseers have received written and oral documented evidence from Bayoil 
and others, (see attached reports) which proves that their imposed methodologies 
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for establishing fonnulas, fiw recent and future lifting periods, will 
consequentially equate to a relative eost/price differential, which will likely 
continue to be hi^a priced fhan those of other crude grades (i.e. Saudi) or well 
above the “fair market value”. 


• The Overseers, have rqwrtedly taken a position on this subject along the tines that 
the system of ^culating formulas is long standing, and despite the ^ drat ftiis 
methodology may cunaitly result in higher prices than other competitivi; grades 
and Spot mfflket values for Iraqi grades, they maintain fliere is no basts fi* 
modification or amendments. 

• The Overseers, have received certain correspondence from Bayoil and ofriers. 

That in fact there have been regular changes to the general methodology, and 
specific sub-componmts within the past few months. No supporting evidence has 
been offraed to contradict these industry perceptions. 

The, aforonentioncd apparent complete departure from the original guidelines set forth 
for the U.N. oil experts under Resolution 986, including the practice or a unilaterally 
setting a price on an ad hoc basis for Iraqi oil. This in turn has led to a complete 
breakdown in confidence by the industry participants in the program fueled by the 
expectation that prices will be imposed on future liftings in a manner consistent with 
recent past, which will likely result in between $ 1 .50-3.00 per barrel loss for lifters. 

As this situation is untenable for Bayoil, and as we understand other lifters as well, 

Bayoil has no other choice than to inunediately cease participation in the program, and 
support others to do likewise. 

We regret to inform your office of this decision, due to our historical support for the 
program, and will certainly be reconsidering such action if any actions are taken to rectify 
this situation. Meanwhile, we are irrunediately seeking alternative options for our vessels 
already scheduled to load ratably from Ceyhan and A1 Baler for some time, and will be 
informing our contractual supplier of such cancellations. 

1 have drafted a final correspondence to the U.N. Overseers, outlining our overall 
concerns, which considering that in the past they have not had the courtesy to respond to 
our market analysis reports, it now would seem appropriate to forward such 
communications through your office, per the additional enclosed attachment. 

It will indeed be regrettable if the puipose of the Oil-for-Food Program were to be 
frustrated by the behavior of the very U.N. officials who are supposed to manage its 
smooth implementation. 


BAY04-01290 
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I will b« h^y to meet or discuss further any questions you may have at your 
convenience. You can contact me at my Houston office Tel. (713) 222-7100 or by fax - 
<713)224-8101 

Sincerely, 


David B. Chalmers Jr. 

For and on behalf of 

Bayoil Supply & Trading Limited 
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FW: UN Oil Overseers Price Mechanisms 


Page 1 of 1 


Jean Johnston 

From; Jean Johnston 

Sent: Friday, March 14, 2003 11:22 AM 

To: johnQ-irving.demon.co.uk 

Sublect: FW: UN Oil Overseers Price Mechanisms 


— -Original Message — 

From: David Chalmers A". 

Sent: Thursday, March 13, 2003 4:34 PM 
To: Jean Johnston 

Subject: FW: UN Oil Overseers Mechanisms 


“'-Original Message — 

From; Da«d Chalm»s Jr 

Sent: Thursday, March 13, 2003 3:57 PM 

To: 'Sevan@un.org‘ 

Subject: UN Oil Overseers Price Mechanisms 

Dear Mr. Sevan; 

Please find attached correspondence addressing our concerns with reference to the UN Oil Overseers’ current 
methodology for approving the Iraqi Crude Price Mechanism, together with copies of correspondence/market 
information addressed to the UN Oil Overseers for your attention. 

The first letter is addressed to you and the second letter includes the letter for the UN Oil Overseers, to be 
forwarded to them upon your review. 

I look forward to your earliest response. You can contact me at (713) 222-7100 to elaborate on any of the 
attached. 

Sincerely, 

David B. Chalmers, Jr. 


«UN OIL PRICE MECHANISM 3.13.doc» «UN APPROVAL OF PRICING FORMULS 3,1 3.doc» «B. LIGHT 
LIFTINGS FEB 2-8. 3-11-03 revised (U.N.).doc» «UN OSP March 3-10-03.doc» «UN-METHODOLOGIES 
APPLIES FEB. O.S.P. 3-10-03.doc» «Feb OSP Reconstruclion.xls» «UN-U.S. MARKET IRAQI CRUDES 3- 
10-03,doc» 


«UN FEB OSP 2.28.doc» «UN Morten 2.28.doc» «FebOSPIraqi-Saudi Formula UN 2.27.03,doc» 
«FebOSP analysisfeb26.xls» «FebOSPIraqi-Saudi Formula UN 2.27.03.doo» «UNFeb1-10OSP 2*27- 
03.doc» 


9/23/2004 
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TO: U.N. OIL OVERSEES 

ATTN: Mr. Morten Buur-Jensen 

Mr, Michel Tellings 
FAX: 212-963-1628 

CC: UNITED NATIONS 

OFFICE OF IRAQ PROGRAMME 
ATTN : Mr. Benon Sevan - Executive Director 

FROM: David B. Chalmers, Jr. 

Bayoi! Supply & Trading Limited 

DATE: Mardi 13, 2003 

REF; OUR CORRESPONDENCE OF MARCH 10-1 1. 2003 CONCERNING 

METHODOI,OGIES APPLIED BY OVERSEERS FOR APPROVAL OF 
FORMULA PRICES SUBMITTED BY S.O.M.O. 


Dear Sirs: 

Bayoil has respectfully sent to your office the above referenced correspondence, in the 
spirit of cooperation by providing your office up-to-date mailcet information and/or 
i^ysis which further reflects Bayoil’s experience and direct involvement in the Iraqi oil 
inarlcet, in connection with your responsibilines, under Resolution 986, to review price 
formula submission by Iraq to determine their Fair Market Value. 

Due to the fact that it is March 13"' and our correspondence specifically addresses the 
early March formula prices, expected to be submitted shortly, it is particularly 
unfortunate we have not received the courtesy of a response or comments. 

Unfortunately, this example of one-way communications, regarding the important issue 
of evaluating formula prices is typical of a pattern over time of one-way communications, 
which is disrespectful and does not comply with our understanding of the guidelines for 
your office, with respect to consulting with companies registered to participate in the 
program. 

The type of market analysis provided to your offices yesterday has been generated by 
several vetwan professionals within our firm, and in a context and form that can be easily 
understood and ratified by consultation with others in the industry. Furthermore, such 
type correspondence has been continuously provided in good faith, despite the fact your 
office has never directly replied to a number of such type reports provided during the past 
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six months (i.e. iscludmg a 12 page rqtort on Septembw 26, 2002), concerning 
recommendatiOTis for futuie market formula analysis and cooperation. 

Based on the facts stated above, Bayoil has now dearly concluded that your office is 
acting in a manner with clear prejudice toward our firm, and further in a manna that as 
previously mentioned violates die fidudaty duties your personnel hold under the toms of 
Resolution 986. 

Our conclusions of a clear prejudice towards Bayoil are evidenced by 1.) die 
aforementioned non-responsiv«iess to our urgent correspondence requesting oen#deer 
market factors be included in the March formula prices and 2.) the lifted reepoop^lftaur 
points of view regarding some issues addressed in respect to Fdnuaiy fiminilas, wteeby 
it became qrparent that your office ooncuiied with our premise that the prevviing 
methodology was resulting in uncompetitive formulas, particularly during early lifting 
periods, udiile clearly not indicating a willingness to modify such market assessment 
practices for no other reason than that “ this was the way we’ve been doing it." 

This inflexibility of further evidence of prejudice towards Bayoil, as in it is widely 
known that Bayoil’s vessel/s would be more affected during these periods. The 
knowledge about Bayoil's cargo physical unsold positions during that period further 
reiterates our conclusion of a clear prqudice tow^ Bayoil exists. 

Our conclusions are not made li^tly, but instead only after a long pattern of similar 
behavior have occurred over time, in combination with a compilation of reported 
prejudicial comments made to a number of individuals over time. 

Due to die substantial further negative financial consequences likely to be incurred by our 
firm and other firms lifting during this period, particularly without an immediate change 
in the procedure your office follows, it is with regret that Bayoil has initiated a formal 
protest to the U.N. Office of Iraqi Programme, the 661 committee, and key member 
representatives about your actions, concerning this matter. We will further request an 
investigation into the procedure of market analysis due diligence and industry 
communications practice, your office has historically and recently conducted which is 
expected to support our conclusion. 

Regretfully this has come to this state, particularly given the current economic and 
political environment whereby it should be in the interest of all parties for the exports 
from authorized ports, under the U.N. Oil for Food program, to be successful. 

Sincerely, 


David B. Chalmers Jr. 

For and on behalf of 

Bayoil Supply & Trading Limited 


BAY04^t293 
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ARTICLE ELEVEN 
DESTINATION 


Except to the extent inconsistent with the laws of BOYER'S 

country anti the laws applicable to Basque Rationale de Paris : 

1. BUYER acknowledges that all laws, regulations and rules of 
the Republic of Iraq relating to destination of crude oil 
purchased hereunder shall apply to BUYER. 

2. BOYER undertakes that all laws, regulations and rules of the 
Republic of Iraq shall apply to vessels employed by him to 
transport crude oil covered by this Contract. 

3. BOYER undertakes, whenever required, to submit to SELLER or 
his representative within a reasonable time, the discharge 
certificate of each shipment duly endorsed by the Iraqi 
Representation (or any other acceptable Representation) in 
the country of destination. 


ARTICLE TWELVE 
FORCE MAJEURE 

1. Failure or omission to carry out or to observe any of the 
terms, provisions or conditions of this Contract shall not 
give rise to any claim by one party hereto against the other 
or be deemed to be a breach of this Contract if this is due 
to force raajeure. 

2. If by reason of force majeure the fulfilment by either party 
of any terms and conditions or this Contract is delayed for 
a period not exceeding three (3) months the period of such 
delay shall be added to the duration of this Contract. If, 
however, the period of delay exceeds three (3) months, 
either party at any time after the expiry of the three (3) 
months shall have the right to terminate this Contract by 
giving written notice. 

BAY04-01534 
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of tbo <62 Coaoittoo. 

9, Thi» Cootroot Bluill bo oubjoot to 9Ck tiMi Froooduroo 
and tbo Noaoronduo of Ondorotondinv botvoon tbo f owr ot artot 
of tho Vnitod Jiotlooo onA tbo go^oi n ooot of Xiroq on tbo 
ixploaontatien of OCX f»< (Vnitod ]lati«<kO AoouMBt B/X99W^^*f 
doted 3Q Hoy X096) . 


MTZCSA mi 


M>tKX8<S<: 


Zn addition to tiko notleoo, deolarotiono and otbor 
coKounicatlono roouirod vmdar Jdrtiolo Fourtoonr notlooor 
approvalo, doeXorationo and ooMnniootiono ro^olrod abooo 
for tho oyoroooro, on behalf of tho <41 CoeBittoa^ oheXX 
bo offaotod at tho eddrooaoo boloo s* t 

FOR $UI£8 I I 


8t*Tt OZh NMOCBTZHe OXdMfZSAtXOX : 

F.O. BOX mi 

BXOJISAO • ZMkQ I 

TXLkx ixaio* - tiasio fOHo zx 

TZLCFROKB t fi4*2*2t<9SiX 

i«-X-7743040 « XO XiAOi • 

FAX > 9<4-l*2Pft9i39 ! 

FOR Bcrmt : 

BAXOZL SA (SWXTXXfaMCb) 

C/0 t«0. BOX« K. 4$20 XASSAV, fAHMUi 

FAXl iOi Sax 47XX 
PBOMXi 999 392 4331 
TIX 3 X0<44 


FOR OFXftSnRS 


rAKi 919^949^X994 NCV fOXX. 


ItLia Centracrt has boon dona and Bid 
of DocoBbaz X99«. 


SAODAM) 


FOR MtLUBR FOB. BOm 

SAOOMI S. KMBAh Wm GHJOUBM 

XXXCOTm DZRBCTOR OXKCRAL 


V/n/ifU 



i 
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fpptntui 

SAMnC UnTEMOFCIUEDrTTOCOVEMOI.PUI«»IMES'On?IIO 
BY ANOTHCM B«MK AOCETTABUI TO BW> 

Tq f BANQUENATtONAI.EDSTAWSSJk. 

NSW YORK BRANCH 
TELEX NO. mrots 

DATE : 

FROM: (OPENtMGBANIO 
TESTKEY : 

PLEASE ADVISE OUR FOLLOWWO IRREVOCABLE DOCUMENTARY 
CREDIT TO THE BELOW IMNTIONED BENEFICIARY AOOINO YOUR 
CONFIRMATION . FOR INFORMATIONAl PURPOSES ONLY PUEABE 
FORWARD A COPY OF THIS LETTER OF CREDIT TO THE CENIRAl 
BANK OF ETAO for PUKPOWS OF AOVNUnq STATE OIL 
MARKFTINC OROANCSATlON (80M0) PURSUANT TO THE SBT 
COMMTTEE PROCEDURES .WE HAVE OBTAINB) THE NECESSARY 
SOVERNMENTAL AUTHORIZATION FOR THE ISSUANCE OF THIS 
LETTER OF CREDIT . (OR : HO GOVERNMENTAL AUTHORIZATION IS 
REQUIRED FOR THE ISSUANCE OF THIS LETTER OF CREOtT) . 

QUOTE; 

OUR REF : (LETTER OF CREDIT HO) 

BY ORDER OF : (ACCOUNT PARTY) 

INFAVOR OF : THE UNITED NATIONS 

FOR A MAXIMUM AMOUNT OF U.8.DOLLARS_IU.S. DOLLAR 
AMOUNT SPEUED OUT) FOB . 

THIS CREDITISAVAILABUBYO0=ERRB>PAYMENTATTHIRTT(3O) 
DAYS FROM BIU OF LAOmo DATE (PKR.UDINO BA. DATE) AOAiNST 
PRESENTATION NOT LATER THAN I 1 9 »<ln» 0 itv«lidi>v 

<M») OF THE FOUOWINO DOCUMENTS AT Tl« COUNTERS OF 
BANQUE NATIONALE DE PARIS. SA, 300 LIBERTY BTREET, NEW 
YORK, NEW YORK. 

ATTN . TRADE FINANCE SERVtCES : 

1* THIRTY (30) DAYS DATE DRAFT ORAVYN BY THE UNTTEO NATIONS 
OH BANQUE NATIONALE DE PARIS NEW YORK BRANCH AND 
, PAYABLE TO THE UNITEO NATIONS IRAQ ACCOUNT, ACCOUNT 



8AY04^)1655 



NUMBER OZOC^aOirSE-OOI-O* . SUCH DRAFT MUST IK DAtfO 
THE ON BOARD DATE ON THE MU OF lADINS . 

2> SOMO'S DULY SIGNeOORIOINAt.COMMeRCM. INVOICE PLUS () 

COPIES COVERING JQUANTfTY) OP BARRELS (PLUS OR 

MINUS FIVE PERCENT) OF KIRKUK OR BASRAH LIGHT CRUDE OIL 

PROM ( PORT OP SHIPMENT) TO (DESTINATIOW 

ONWTTBN. 

INVOICE TO SHOW OUANTITIESW METRIC TONS, LONG TONS AND 
U.S.8ARREU . 

PRICE : (AS AGREED) 

WVOICE MUST state THAT PAYMENT IS TO K MADE TO THE 
UNITED NATIONS AT BANQUE NATIONALE DE PARIS. SA NEW 
YORK BRANCH FOR CREDIT TO THE UNITED NATIONS IRAO 
ACCOUNT, account NUMBER OSOOGOITSZ-DOI-OS . 

INVOICE TO ALSO INDICATE THE FOLLOWINO : 

• API GRAVITY AT SO DEG FOP THE CARGO LOADED .(NO GRAVITY 
ESCALATION). 

- PRICE CALCULATED AS PER PRICE CLAUSE ABOVE. 

- BIL DATE . 

- CONTRACT NO. 

. SHIPMENT NO. 

> BNP CONFIRMATION NO . 

• OPENING BANK L/C NO. 

3 - FULL SET CLEAN ON BOARD OCEAN BRLS OFLADINGMS/S 

original and ( ) NONNEGOTIASLE COPY(ES) DATED ON 

BOARD AND ISSUED TO THE ORDER OF ' SHOWING 

SHIPMENT FROM ^TD ^MARKED" FREIGHT 

PAYABLE BY BUYER AS ARRANGED'' . 

EACH ORIGINAL BILL OF LADING TO K ORIGINALLY SIGNED AND 
STAMPED BY VEBBEL S MASTER AND MARKED WITH THE SHIPMENT 
NUMBER. 

4- CERTIFICATE OF IRAQI ORIGIN ISSUED BY SOMO INI ) ORIGINAL 
AND( )COPY. 

5- QUANTITY AND QUALITY CERTFICATE IN ( ) ORIGINAL AND ( ) 
COPY. 

COVERING THE SALE OF ( ) BARRELS (PLUS OR MINUS FIVE 
PERCENT) or CRUDE OIL POE CEYHAN AND OR AL BAKR TERMINAL 


iCIAL CONDITIONS. 
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- THE AMOUNT OF THE PRESCKT LETTER OF CRCOTT 18 
AUTOMftT1C«.lY AOJUSTH^ TO CORRESPONO TO THE FIN*L 
INVOICE PRICE without ANT MteNOMCNT TO TNW LETTER OF 
CREDIT. 

- SHIPMENT ; FROM THE PORT OF ^ATTHELATeST 

- WHERE COPIES OF DOCUMENTS ARE CALLED FOR . 
PHOTOCOPIES ARE ACCEPTABLE . 

- THIS letter Of credit is not ASSIGNABLE AW NOT 
TRANSFERABLE, 

- PARTIAL SHIPMENT IS PERMITTED. 

- TRANSSHIPMENT PROHIBITED . 

- OOCUMENTSPRESENTEDLATERTHAN21DAY8APTERBULOF 
lADINO DATE BUT STIU WTTHN THE CREDIT VAUDITy ARE 
ACCEPTABLE . 

- CHARTER PARTY Bills OF LADING ACCEPTABLE. 

- ALL BANKING CHARGES WITHIN IRAQ ARE FOR THE SELLEITS 
ACCOUNT, WHEREAS ALL CHARGES OUTSIDE IRAQ BKXUDMO 
BANQUE rationale OE PARIS 8A. NEWYORK BRANCH 
CHARGES AND FEES ARE FOR BUYERS ACCOUNT . 

- IN THE EVENT THE ORIGINAL OUe DATE FALLS ON A SATURDAY 
OR ON A NEW YORK BANK HOLIDAY OTHER THAN MONDAY. 

SUCH PAYMENT SKAa BE MADE ON THE LASTPRECEDING 
ICW YOIO< BAMCmO DAY IN THE EVENT THE ORIOMAL 
PAYK^NT DUE DATE FALLS ON A SUNDAY OR A MONDAY NEW 
YORK BANK HOLIDAY , PAYMENT SHALL BE MADE ON THE NEXT 
SUCCEEDING NEW YORK BANKING DAY . 

- PROWDEO AU TERMS AND CONDITIONS OF THIS LETTER OF 
CREDIT ARE COMPLIED WITH, PROCEEDS OF THIS LETTER OF 
CREDIT WIU BE IRREVOCABLY PAID BOO THE UNITED NATIONS 
IRAQ ACCOUNT, ACCOUNT NUMBER CC0I»DI7E3-001<0S WITH 
BANQUE NATIONALE DE PARIS. SA NEWYORK BRANCH. THESE 
INSTRUCTIONS WILL BE FOUOWH) IRRESPECTIVE OF ANY 
CONFLICTING INSTRUCTIONS CONTAINED IN THE SELLER’S 
COMMERCIAL INVOICE OR ANY TRANSWTTED LETTER . 

VIE HEREBY ENGAGE WITH THE BENEFICIART AND BANQUE 
NATIONAIE OE PARIS S.A, NEW YORK BRANCH TRHAT 
DOCUMENTS drawn UNDER AND IN COMPLIANCE WITH THE 
TERMS OF THIS CREDIT WRi BE DULY HONORED UPON 
PRESENTATION AS 8PECIFIEO 

THIS TELEX IS THE OPERATIVE INSTRUMENT AND WRl NOT BE 
FOLLOWED BY A WRITTEN CONFIRMATION (IF ORIGSIAL K 
transmitted. THIS WOULD NOT APPLY) . 

THIS CREDIT IS SUBJECT TO THE UNIFORM CUSTOMS AND 
PRACTICE FOR CXXUMENTARY CREDITS (1998 REVISION) 
INTERNATIONAL CHAMBER OF COMMERCE PUBLICATTON NO. SOO. 

SL 
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UNQUOTE : 

SPECM. INSTRUCnONS TO BANQUE NM10NALE DE PAWS SA., 
NEW YORK BRANCH; 

HEREBY UNDERTAKE TO HONOR YOUR TEUWSWIFT 
ffiNBURSEMENT REQUEST FOR PRINCIPAL AND AU OF YOUR 
CHARGES , INCLUDING CONFIRMATION AND NBOOTtATION FEES 
FOR PAYMENT AT MATURITY. ACCORDINO TO YOUR PAYMOUT 
WSTRUCTIONS . IF OUR COVER DOES NOT REACH YOU IN TIME TO 
REIMBURSE YOU FOR TOUR PAYMENT UNDER THE CREDIT ON DUE 
DATE, WE HEREBY UNDERTAKE TO COMPENSATE YOUFORAKY 
LOSS OF INTEREST INCURRED BY YOU DUE TO THIS DELAY . 


REGARDS, 
(OPENING BANK) 
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SBCTIOM TWO 

OBtOdtAL CX3NDITIONS 
K.O.B. C310DE Oil. 6M« COWTMtjr 


p.aa' 19 



E 

I : 
I'i 
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PJKtC*' 


MtncM cacB 

KMMSmMKSn MO MUTbSHC 

3, . of Che quaiatitie* uni the tthlng of four <4 ) 

ec.r^l«e tor ehe purpose of ^tetreiiufi? ebs of the 

crude oil ip eeah ehipnent shall be carried out, in 
sccordanea vicb good ocendard practice av tbs pert o£ 
leading at the time of the ehipetene in «ueseloo. 

2. The bill of lading ehaU Indicate the quaBtity of dzuda oil 
delivered in coaforoity «ith MasuremeBta at the pert of 
loading end ahall be coneldcred final axul blpdiog, upda both 
parties after deduction of bottea eediiwiate and Vdtar. 

9. Any elaitna from WYBR a# ta decaminatioae Pwda at the 

loading port relating to the quality delivered ehaXI be seat 
to afiLLBRi within aixty (to? dej^ free tbe date of the bill 
of lading. 

4. Ko elaie aubnittad by stnrBR for ena lot of the crude oil 
Shall be regarded ae a raasM lor tejeetiPQ any ochar lot of ’ 
the crude oil to be delivered imdar the preaoat Ooatract. 

5. In eeae of a dispute sriaiag over the guellty Of the 
delivered crude oil. dUVCK and SEtASH will refer to the 
analyeia of che two eanplee tn be carried out independently 
by tbe two partita. HMRse analyeee will b% blading 

both pareieo provided they axe found la agreenasAt vltli each 
other wichln the roprodunlbillttes of If or AdTN Methods. 

4. Should chase analyses prove different, however, the ocher 
two satitples ehall ha analysed by e third laboratory, to be 
agraed upon by both parties. The result of thie analysis 
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- a * 

wltMll b« tin«I «ad eM nose th*r»of shall b« hovoa hy the 
party leali^ tha claim. 

AXTXCLV TWO . . 

iTtT PtopBcnr 

Title to the crude oil and all risks thereof shall pass to 
hOTSa wUeo the oil pastet the flange connaetion batveea the 
delivery hose and the vessel's patmanaat hoea eeaasetioA «t the 
leading port. Xowaveri say loss of or dsmags to Cha oil during 
loading* if caused by the vessel* shall be as between clie partiea 
hsnto. for the sccount 02 BUYER who shall hssr sll prsjiadlelal 
eonaaguaneaa t.hareef. 


MTXCLB m ug 

bxmbB pjtoeMjamt 

1- BUYSk Shall lift tba quantities'of crude oil agreed upon In 

this Contract as follows :> 

A. Quantities to be lifted uadsx this extract shall bs 
fairly evenly sprsed. 

B. BUYSR shall notify SELLER of ehhsrtsrly re^reMAte for 
the full calendar year at least sixty (f0> days before 
coemenceoant of the relevsnt year or st dete of . 
signature of new (^ntraeea if later than Wovssfesr 1st 
of the prscedlf^ year. 

c. 8UYBR Shall specify nonthly listinas during eseh 
< 7 uartar at least forty-five (4S) days befors 
cemmaneement oJ tha rsleveat guarter. 

2. The sbovs -mentioned tentative schedules* which are to he 


vopplsmefttsd to cover all centrsetsd guantitiss, may be 
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> > > 

•lt«r(id by axpr**# of wySAt oub^sot to VK^dSA's 

approv&l . SBUjBR ohftXl not uoxoAoenobly vitbheltf itP 

opparov*!, «nd will notify BV«*R within (15) dpyn of fcho 

T9qa*$:t . 

3. If, during any calondar qu«xc«i> BVYEA fctlp to ttXo 
Jtfllverieo ot any quanclcio* of orvOo oil prowitfod £or 
Ourlnp sucn sartor; 8SL1BK, oftor alXovisg for aonaX 
np«r«t lonal of a nooliutcd and aeoaptod VtaiMiX 

between tfaa garter# and a praviouaXy aoeaptod toloriuace of 
up to fiiva parcant (3%) of the quarterly oontraeted 
quantity, may daduet aueh quantitiaa fsom tha total 
quantitioa of erudo oil to ba daXivorad undar thla Cboeract. 

MtTXCU foot 

aoMUianeir or axaasLS 




I 


t. VTIBK. aball notify SKT.T.CT ewanty (30) daya btforo tha 

beqiruiing ot aaeh nontb of ita loading pregrannie tor that 
iK>nth. Such program# aball apaeify for aaeb voaael r- 


• Tlie aapautad data of arrival of each vtaeel. 

» Quality and quantity of enida oil to bo leaded, fiv* 
pareont (S%) more or lean. 

• Vessel *« name ox TBlf. 

• port<8) of discharge and deftinations. 

• ' inatruetiona nAoded fay SBLLEA to laaua docunoota in 
aeeordaaca with affoottva cjiport rcgulatieaa. 

t. szihEH Shall notify buisk net later this ten (10) days after 
recaipt of the notice specified barainabova whether it 
aecapte or refuse# eehadulca or aoniaatlona • In eaao of 
refusal/ SBlXiSS shall propose ott^r dates vliicti shall be as 
exeae as possible to those pr^oaed by BUYEK. Dates thus 
datarmitvad shall be deemed aeeaptad by SDYSh unlaaa the 

/ 



i 

1 

I 


i 


i 

i 

i 

I 


i 


i 

i 
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advJlMS •SU<ext th» eentvury within thrM (3) 
working days followln 9 rvcaipt o{ 9E&li8li*a notification. 

The date o£ avrivaX of the veaeal at the loading port shall 
be as Tvllowe 

a> Foz NeditorraAean ports; the date of avriral shall be 
within a range of three (3) days exteodiog ona < 1 ) day 
before and one <x) day after the espoctsd data Of 
acflval. 

b) ror Arabtan eiilf ports; Che date oc mivml 'shall be' 
within a range e£ fiva it] days axtending t«o C2} days 
before end two ( 2 ) days after the eMpeoted date of 
arrival. 

However an accepted data of arrival ahy be changed at msy 
tiwe by BCnrBK wieh dtlUOl'c coneeot. 

BUTEK Shall reguirt vessel's i^ter ce sdvise leading port 
by redio or cable of vssstl’s s> 9 tcctd day and tins of 
arrival at least eevsaty*two (72) hoors,''forty>alghc 
(ft) hours end tw^Cyfoor 04) heure before arrival, 
failure to give any noriea at Isasi. uwaoty-four (34) hours 
in advance of arrival of any vessel will inctssae laytVne 
sllowed SCLitSh by an emount agual to tba differenea hatween 
tventy^four (34) hours axid the nuiid>er of hours prior to 
srrival of such vessel that ootict Of such BXK is received 
by ssuAt. 

VoetiMtions quoted as TIB shall be repleced by five veesel 
oonination with the Stmt accepted dace renge and to load a 
similar quantity of crude oil et least five ( 5 ) days before 
the else d«\.e of arzivel. 
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jlbould iom £*11 lo givv tht atev* noticv of at loaat fiv« 

(.%) dayt.< tha daaiMd arrival data of ttoa vaatal aball tea tha 
fifth day a£t«r tha data whan notiea &a racaivad by 

I 

a. Should BUYER wivh to aubatitvta a vavaal oC diffoxast aiaa 
tc load a dlffamnt quantity, this shall bs subjaet CO prior 
approval e£ Stl4,ER. I 

7. BUYER Shall spaciZy whan the noninatad vassal ia for part ; 

car^ and adviaa SELLER tha DWT of tha vassal and cargo on < 

board (if any) which should not axoaad tha allowed liaita 
sat by pore authoritlaa. 

juencLi pxvE j 

vssssb tnntf 

1 . Each vessel shall comply with all rcgulationa la force at 
tha loading port . 

3. Loading berth Indicated by SBLLBR's rapeosaAfestiva shall 

enable a vessel, to proceed thereto, lie tbesaat, and depart 
tharafran alway* cafaly afloat . j 

I 

3, SSLbbK's rcprtftncacive nay ahift tha vaeeel at the loading 
port from one berth to another, and shall then assuae all 
•Ktra espenaeo ia eeataaotion therewith. Suoh shifting tise 
shall be cowitwd «s vised Isytioa. 

4 . Vaaaal abwll vneata her berth aa aoen aa loading is 

eoepletad. m the event of failure to do so, EUYSX shsii | 

pay SELLER Cvz au/ rasultsnt daaturrage, laea or danaga which 
SELLER esy incut Including such as stay be incurred due to I 

resulting delay tc other vewsAlc avaiting their cum to 
lued. 

J 
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5. It in tM course of eacerisc bvrtb or oooriag or leoding or 
uamoorin^^ or Icaviag b*reb« the vorsol or her ertw (bUMSrt 
of the torwinaXe. or sboro iastallatiool or 
•quivTitont 4ue to neflif«ac« or oay roooonr lumt olwXX ho 
rwBpontliflo for all claloo/ tlaiMifco, coots, and eapoaoeo 
arlaias therotrom. 

Mcnctc m 
MMDai9 coMPtr i carf 

X. voooola arriviag within choir ascood pariod ^bill ba iMdod 
in order of candarlng choir notice cf roadiaooa. 

2. Upon arrival of tha vooool at the loading port, tlii oastor 
or his reprtsoneaeivo sluill condor eb nLLSt’s 
roproaentaclve notice cC roodinaos of tha voooaX co-load 
cTMde oil. berth or no oarch. 

3 . X«aytio« aholl eemoace (aix) a heure aftor BOCiee e£ 
readiness to losd has been tendered by the nastar to PtUJCR 
nr SILLER'S representatlva, subjaet to BOYSR's and vasacl's 
co<vlisaoa with all otbar pmwiKiona ot this CODtrect ind if 
the uociew is tendered within the range af ^9^ mm defined 
in Article Four Pars. {)> of this gectioa. 

If the notieo is taoderad before the begianiag of the period 
as defined in Article Pour Para <9) ef thle Section, then 
Xaytioe shall coenence at f A.M. local tisia on. the fivet day 
of such parked. Howevar if the vessel Is moored at loading 
berth before 00.91 hours on the first day of tha period 
hereinabove indicatad. than laytia« shall oeamanoa 


Mix (() hours after COnpletion of v«ssel*a aoorlag berth or 
on cowneneemont of loading, whichever shall flret occur. 
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If the notice ie tendered after the eaqpiratloo of the period 
defined in Attiule Four Fere. <9> e£ %hie 8««tion, 
loading will he nade in accordance with sitddElt'e 
poeeibilitiee and tayt.iiM will eeenenee upon eoenenceitcnc of 
leading. Kowevex, SCUtCR may refoee to load a veasel which 
hae errlved more than ten (id) deye after neon tioM of ehe 
date dettrelned ee in Article Four Fare. (3) of thie 
eectlon. 

If notice ie tendered at a time when tbero wad bad weather - 

tr. the loading port. Itytina eball conaeoee mix (drboure | 

after the end of ehe bad weather. Row«ver> if Che bad 
weather laeted beyond the aeoepted range, than laytime shall 
commence upon cociaiencenent of loading and the vessel ehsll 
not lose its leading cum. j 

I 

] 

4. baytime j^II end «dien loading hose* have been disconnected 

after CMpleeion of loading. * ' 

5. cClXCh eball be allowed aa laytime vitfiia wbich to complete 
each ehipekent at each port of leading one-belf the total 
laytime at pubXlehed In the worldseala, i.e. thlrty>eix 04) 
hour# laytime. Fridays and bocal Fublle boiidsys excluded, 
unlees actually used in the loading of sur.h shipem&t. 

C. Any time consumed due to tlM rullowiag shell nee count eo 
•used Isytima :• 

- Delay to the vaeeal in reaehinf or elaariag her berth 

caused by condltlcne bwyoad dCLbBt's control. ! 

• Delay to the veeael during loading Including, delay due 

CO inability of the veesel's fecllitlas to load Che j 

cargo within the time allowed and {^nerally epeaJeing | 

any time lost on account vf v’essal. 
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c. Published LoruSnn savlNifc ftloolc voyAflr* chMXtt tmf mt 

dmtu of ioodlii^ for « vooool of % «inil«r oiso in • 
tfXmiXnz br«de Uo tho vomoI la quooeion* 

2 . Bomov4»v. if doniurrogo eeeura at tb* loading pore beeiuas of 
fi'*'* or oxplooion in or about tbo plant of aSLUR, or 
bocauBo of brmmkdemK of ■achiaory or oguipaeat of esUJOt, 
cn« raca of deaurrage ahall bo reducod tv ona-half. 

3. Notvithotaadiag tha abovo, no doaurrago ohalX bo payablo in 
tho evont SSUftt i* prevontod froa or dolay^ i» dolivcring 
all or any pare of tht eruda oil for roaaoao of foeva 
aajoura; or if tha rlain for danorraga la raeaivtd by gci4jEE 
aCtor oixty <<0} daye Croa tba da^ of tha ailX of Xadirtg; 
or if.lba fully docuraancad claim itaelf for daaurraga ia 
rocaivod by ssbblJt afear ainotv (99) daya from tbo date of 
tho am of barfing. 

AMXCLB wear 
TAXIS AMD DtrrXSS 

1. avna ahall baar alona pert du«* aod foaa ebargod on voaaoXa 
at the. port of loading • 

3« Data and othar ohargaa on the erode oil loadod or to ba 
loadod ohall be berao by CltblA. 

Airrxcui arxm 

TCMKZMATZOH XM T8I X rKMT Of LIQDX&ATIGK QM DIfAOliT 

SCUrfSK may earminate thia Controet fortfaoltb on giiviAg to 
aWER notice in writing to that effect in tba OTOBt that: 


BUYSh goea into liguldatian or antero into on 
arrangtment or contcoaitlen with itw uroditora/ or 



i . 
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KnflR •bull be in erreere vith the peyeicate ^tam to 
6KU4CR under thte Oontrtet; or . 1 , 

Hh«r«by the tenur «£ the Contract* a niaiRniai quaitclcy | 

of wi:ud« oil ie to be taken hr •rithln any ] 

vpeclfled pezluO, BUVZA Caile in the said period to I 

take delivery Of the said minimum tpiantityr or 
In the et*eat of any breach of Article Tan or l^leven by r 

bWEit; or 

Zn caaa of any ctwnfe in ownarehip* shara holdina' | 

country of regiatration or premlaea etc. that relate to ' 

DUYSR ao a contracting party. 


ASTScxai rsr 


L. Velthar n^arty ahall have ahe right to ataign ite rights and 
obligations under this Oontract in vhole or in part without 
tha written content of the ether. 

2- Zn the event of an approved aceiganaat. assigaer ahall be 
jointly hald raeponaible with aaaignaa for tha full 
performaaca of its nbligatioos tosarda the othar party. 


1. It la eapreasly understood that DUTSh will proc ae s crude oil 
cold under this Contract in its own procoasiaf faeilitias or 
under procassing arrengwiants with other refl»ar» for 
sum's own eecouBt for which nxue'e prior approval nuat 
be obtained. Burch also undertakae that uadar fM> 
nirrnmstances snail burCR reaall oz exchanga the aaid crude 
oil in its original form or hlaad it with any othar crude I 

oil ov crude oil derivatives purposes of resale or 
exchange . | 
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- 11 • 

umcu MUKftm 

Dtmauazm 

1. tvTER 9hAll •t «1X tiM« cM^ly vith all thm laws, 
rafulatioBJi and rulaa of tlia Rapttblie «£ Iraq iralatin; to 
daatlnatlOTv ot evuda ell ^rebated bareuadwr iU- Zwom tvom 
tiima to time. 

2 . fitneqa undactalcaa that all lawa* ragolatiooa and rulaa of tha 
Rapublic Ot Iraq shall apply to v««a«xs aopxoyod by hiit to 
transport crude oil cevarsd by this Contract. 

3. BOirsR undartaRaa* .wlmnavar A^tqulrad^ to submit to Htt B R or 
hia rapresantative within a raaaooabXa tiw, the dlsebarqa 
cartiticata of each ahipoant duty aodo r a ad by tba Iraqi 
Raprcaanaatioa (or any other aeoapcabla Rabraaantatiea) in 
Uie country of daatlnation* 

JUtTZett 

roRCB lajvcmB 

3 . Failure or oalBaion to carry oat OT to obaaxva ny of the 
eamw. .provisions or conditions of this Contract abaXl not 
five rias to any claim by one ^xty harato aqaiaat tha other 
or b« dasnHsd to b« a breach of thla Contract if thla is due 
to force majaurf. 

2« If by reason of fores majaurs tha fulfilsant by altbar party 
of any tsrma and cooditioos of this Oontrsot. io dslayad for 
a parioa not txcaadlng thraa O) iMOoUia the period of aueh 
daisy shall bs addsd to the duration ot this Omicract. If. 
howevsr. the period cf delay sxcaads thraa (3> montha. 
either pa^ty at any cine after the o^iry of che three 
(3) iBontha shall have the rlqht to tsrtiinate this Contract 
by giving writc^n noticp. 




I. 


\ 
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mtzcli 

AatmirzflM 

Th* tvo eon%.r«ctiaf p«rtie« cball in good fclth «ny 

dispute arislag txom Uiie Contract tbxough ncgotlationc by 
the rcprecttstativM of the tuo tf no ■yrsinent etun 

be reached within e period ol thirty (JO) d«y*, tte t«o 
pertieo eheXl eettle the dispute by vay o£ arbltratioa m 
eteted in peragreph (3) of thlr Article. 

The Arbitration board ehell be ee<tpoeed of three ■eahere, 
eeeh eontreetiny party ehell oeleoc one t iO e r. The Cvo 
eeleeted erbltretoxe ehali together eelect an wpplre to be 
the PreeSdent nf the toazd. tf the two pertlee fail to 
eelect the erbitretore in the eaimer a2»own above WVhln a 
period e£ three nsotbe, tfae ocetoera of the Axhltretlofi Board 
ehell be appointed in eccordende with the rulee of 
erbitration of the latenetiocMl Chenber of Ct—ieioo and the 
arbitration place ehali be beghdad or any oVlier plaoe 
eutualXy agreed upon. 

ahtxcLX rowniBB 

POrXCBB 

Any. notieea. deelaratinna and other ooeaualcatidba which 
either party any be required to five or nahe to the other 
party ehali. unleee otherwiee eptciflvelly provided 
elsewhere, be flven in writing within the requitod tine end 
sent by poet, by tolegraph or by telex to the eddrees of the 
other party specified for this purpose is the Oeotsmet eod 
shell, ualeas otherwiee epeuifically provided bai^ihi be 
deemed to neve been given or medt on the dace of receipt by 
the other party. 




ts 

iii 


u 
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- 13 - ‘ 

2 . Bitiwr p*rty, by not I 999 tbsn tittwwn (i9) dcyv cotic* In 
writing to tho othor party^ may from tine to tiwi ehango its 
a4<9iro«8 . 

MtTzct.g TtrmM 

apfIiZcmxkS uur 

Thio Contract ahall b« cenatnaad and govezned iun acmrdaaca 
vitb the Uwf o£ tht Raou&iic of xrag^. 




fv 

TOTfC P.27 

totpl p . is 
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SPECIAL CONDinONS: 

SELLER WARRANTS THAT THE CRUDE OIL SOLD TO BUYER PURSUANT 
TO THIS CONTRACT WAS OBTAINED PURSUANT TO ALL NECESSARY 
APPROVALS AND IN ACCORDANCE WITH ALL APPUCABLE PROCEDURES 
OF THE UNITED NATIONS (U.N.) RESOLUTION B86 AND THE U.N. 
SECURITY COUNCIL COMMITTEE ESTABUSHED BY SCR 681 ( 1990 ). 
SELLER ALSO WARRANTS THAT THE PROVISIONS OF ALL APPUCABLE 
U.N. RESOLUTIONS HAVE BEEN COMPUED WITH, INCLUDING, WITHOUT 
LIMITATION. SCR 986 ( 1995 ), SCR 1111 ( 1997 ), SCR 1143 ( 1997 ) 7WD SCR 
661 ( 1990 )..^ . 

SELLER SPECIFICALLY WARRANTS THAT NO SURCMMTGE OR OTHER 
PAYMENT. WAS MADE TO SOMO BY THE SELLER. OR TO SELLERS 
KNOWLEDGE BY ANY THIRD PARTY. OUTSIDE THE U.N. ESCROW 
ACCOUNT IN OBTAINING THE CRUDE OIL SOLO TO BUYER HEREUNDER. 

SELLER AGREES TO INDEMNIFY AND HOLD BUYER HARMLESS FROM 
AND AGAINST ANY LOSS. WHETHER OR NOT RESULTING FROM THIRD 
PARTY CLAIMS. ARISING OUT OF OR IN CONNECTION WITH A BREACH 
OF THE WARRANTIES CONTAINED HEREIN. LOSS MEANS ANY LOSS, 
LIABILITY, CLAIM. ACTION. SUIT. PROCEEDING, ASSESSMENT. UEN, 
JUDGEMENT. AWARD, DAMAGE, DEROENCY OR EXPENSE (INCLUDING 
INTEREST PENALTIES WHERE ALLOWED, REASONABLE ATTORNEYS 
FEES AND DISBURSEMENTS). BEING UNDERSTOOD THAT THE RIGHT TO 
INDEMNIFICATION SHALL NOT BECOME ENFORCEABLE PRIOR TO; 
SELLER HAVING BEEN FINAaY PROVEN LIABLE FOR BREACH OF THE 
PRESENT WARRANTY BY A COMPETENT (X>URT. THIS INDEMNITY WIU 
SURVIVE THE DELIVERY, INSPECTION AND ACCEPTANCE OF THE CRUDE 
OIL. 

SELLER SHALL PROVIDE BUYER A COPY OF THE U.N: CERTIFICATION, 
U.N. APPOINTED INSPECTOR'S CERTIFICATE AND THE CERTIRCy^TE OF 
ORIGIN UPON VESSEL'S DEPARTURE FROM THE LOADPORT. 

r ADDITIONAL TERMS OR TERMS DIFFERENT FROM THOSE SET FORTH 
• HEREIN SHALL BE CONSTRUED AS PROPOSALS FOR ADDITIONS TOTFHE 
CONTRACT AND SHALL NOT BECOME PART OF THE CONTRAITr UNLESS 
EXPRESSLY AGREED TO BY SUPPLEMENTAL TELEX. 

please CONFIRM, IN; WRITING, THAT THE ABOVE CQMTRACt 
ACCURATELY REFLECTS YOUR UNDERSTANDING OF.THIS CONTRACT. ' 


12 
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DEMURRAGE CLAIMS, SHALL NOT APPLY TO THE 
PRESENTATION OF CLAIMS BETWEEN SELLERS AMD BOYERS. 

OTHER TERMS: INCOTEEMS LATEST EDITION PL0S AMENDMENTS TO APPLY 

WHERE NOT IN CONFLICT WITH THE ABOVE. 


SANCTIONS 

OBSERVANCE: THIS CONTRACT SHALL TERMINATE FORTHWITH IN THE 

EVENT THAT THE SECURITY COUNCIL TERMINATES THE 
AUTHORIZATION TO IMPORT PETROLEUM OR PETROLEUM 
PRODUCTS ORIGINATING IN IRAQ. LOADING OF ANY 
SHIPMENT OF CRUDE OIL SHALL BE SUBJECT TO THE 
AUTHORIZATION OF THE INSPECTORS AT THE PORT OF 
LOADING, THE INSPECTORS SHALL ALSO HAVE THE 
AUTHORITY TO STOP THE LOADING IF THEY DETERMINE 
THAT THERE IS ANY EVIDENCE OF IRREGULARITY. 

SELLER WARRANTS THAT THE CRUDE OIL SOLD TO BUYER 
PURSUANT TO THIS CONTRACT WAS OBTAINED PURSURANT TO 
ALL NECESSARY APPROVALS AND IN ACCOURDANCE WITH ALL 
APPLICABLE PROCEDURES OF THE UNITED NATIONS (U.N.) 
RESOULUTION 986 AND THE O.N. SECURITY COUNCIL 
COMMITTEE ESTABLISHED BY SCR 661 (1990). SELLER 
ALSO WARRANTS THAT THE PROVISIONS OF ALL APPLICABLE 
U.S. RESOLUTIONS HAVE BEEN COMPLIED WITH, 
INCLUDING, WITHOUT LIMITATION, SCR 986 (1995), SCR 
1111 (1997), SCR 1143 (1997), AND SCR 661 (1990). 

SELLER SPECIFICALLY WARRANTS THAT NO SURCHARGE OR 
OTHER PAYMENT WAS MADE BY THE SELLER, OR TO 
SELLER'S KNOWLEDGE BY ANY THIRD PARTY, OUTSIDE THE 
U.N. ESCROW ACCOUNT IN OBTAINING OR IN CONNECTION 
WITH THE CRUDE OIL SOLD TO BOYER HEREUNDER. 

SELLER AGREES TO INDEMNIFY AND HOLD BUYER HARMLESS 
FROM AND AGAINST ANY LOSS, WHETHER OR NOT RESULTING 
FROM THIRD PARTY CLAIMS, ARISING OUT OF OR IN 
CONNECTION WITH (A) A BREACH OF ANY OF THE 
WARRANTIES CONTAINED HEREIN. LOSS MEANS ANY LOSS, 
LIABILITY, CLAIM, ACTION, SUIT, PROCEEDING, 
ASSESSMENT, LIEN, JUDGEMENT, AWARD, DAMAGE, 
DEFICIENCY OR EXPENSE (INCLUDING INTEREST PENALTIES 
WHERE ALLOWED AND REASONABLE ATTORNEYS FEES AND 
DISBURSEMENTS), IT BEING UNDERSTOOD THAT THE RIGHT 
TO INDEMNIFICATION SHALL NOT BECOME ENFORCEABLE 
PRIOR TO SELLER HAVING BEEN FINALLY PROVEN LIABLE 
FOR BREACH OF ANY OF THE PRESENT WARRANTIES BY A 
COMPETENT COURT. THIS INDEMNITY WILL SURVIVE THE 
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DEMURRAGE; THE BUYERS SHALL BE RESPONSIBLE FOR PROCURING A 

SAFE BERTH REACHABLE ON ARRIVAL AT THE DISCHARGE 
PORT, AND SHALL PAY DISCHARGE PORT DEMURRAGE TO THE 
SELLERS IN ACCORDANCE WITH THE FOLLOWING 
PROVISIONS: 

A) DEMURRAGE SHALL BE PAYABLE IN ACCORDANCE WITH 
THE CHARTER PARTY RATE, TERMS AND CONDITIONS 
FOR EACH DELIVERING VESSEL. 

B) IF THE VESSEL IS ON TIME CHARTER, THE 
APPLICABLE DAILY RATE WILL APPLY INCLUDING THE 
COST OF THE DAILY HIRE, PLUS BUNKER COSTS. 

C) DEMURRAGE TO BE PAID BY BOYER WITHIN THREE 
MONTHS OF RECEIPT OF SELLERS FULLY DOCUMENTED 
CLAIM. 

FOR THE AVOIDANCE OF DOUBT, ANY TIME BAR PROVIDED 
FOR IN THE CHARTERPARTY, FOR THE PRESENTATION OF 
DEMURRAGE CLAIMS, SHALL NOT APPLY TO THE 
PRESENTATION OF CLAIMS BETWEEN SELLERS AND BUYERS. 


OTHER TERMS: INCOTERMS LATEST EDITION PLUS AMENDMENTS TO APPLY 

WHERE NOT IN CONFLICT WITH THE ABOVE. 

SANCTIONS 

OBSERVANCE: THIS CONTRACT SHALL TERMINATE FORTHWITH IN THE 

EVENT THAT THE SECURITY COUNCIL TERMINATES THE 
AUTHORIZATION TO IMPORT PETROLEUM OR PETROLEUM 
PRODUCTS ORIGINATING IN IRAQ. LOADING OF ANY 
SHIPMENT OF CRUDE OIL SHALL BE SUBJECT TO THE 
AUTHORIZATION OF THE INSPECTORS AT THE PORT OF 
LOADING, THE INSPECTORS SHALL ALSO HAVE THE 
AUTHORITY TO STOP THE LOADING IF THEY DETERMINE 
THAT THERE IS ANY EVIDENCE OF IRREGULARITY. 

SELLER WARRANTS THAT THE CRUDE OIL SOLD TO BUYER 
PURSUANT TO THIS CONTRACT WAS OBTAINED PURSURANT TO 
ALL NECESSARY APPROVALS AND IN ACCOURDANCE WITH ALL 
APPLICABLE PROCEDURES OF THE UNITED NATIONS (U.N.) 
RESOULUTION 986 AND THE U.N. SECURITY COUNCIL 
COMMITTEE ESTABLISHED BY SCR 661 (1990). SELLER 

ALSO WARRANTS THAT THE PROVISIONS OF ALL APPLICABLE 
U.N. RESOLUTIONS HAVE BEEN COMPLIED WITH, 
INCLUDING, WITHOUT LIMITATION, SCR 986 (1995), SCR 
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nil (1997), SCR 1143 (1997), AND SCR 661 (1990). 

SELLER SPECIFICALLY WARRANTS THAT NO SURCHARGE OR 
OTHER PAYMENT WAS MADE BY THE SELLER, OR TO 
SELLER'S KNOWLEDGE BY ANY THIRD PARTY, OUTSIDE THE 
O.N. ESCROW ACCOUNT IN OBTAINING OR IN CONNECTION 
WITH THE CRUDE OIL SOLD TO BUYER HEREUNDER. 

SELLER AGREES TO INDEMNIFY AND HOLD BUYER HARMLESS 
FROM AND AGAINST ANY LOSS, WHETHER OR NOT RESULTING 
FROM THIRD PARTY CLAIMS, ARISING OUT OF OR IN 
CONNECTION WITH (A) A BREACH OF ANY OF THE 
WARRANTIES CONTAINED HEREIN, LOSS MEANS ANY LOSS, 
LIABILITY, CLAIM, ACTION, SUIT, PROCEEDING, 
ASSESSMENT, LIEN, JUDGEMENT, AWARD, DAMAGE, 
DEFICIENCY OR EXPENSE (INCLUDING INTEREST PENALTIES 
WHERE ALLOWED AND REASONABLE ATTORNEYS PEES AND 
DISBURSEMENTS) , IT BEING UNDERSTOOD THAT THE RIGHT 
TO INDEMNIFICATION SHALL NOT BECOME ENFORCEABLE 
PRIOR TO SELLER HAVING BEEN FINALLY PROVEN LIABLE 
FOR BREACH OF ANY OF THE PRESENT WARRANTIES BY A 
COMPETENT COURT. THIS INDEMNITY WILL SURVIVE THE 
DELIVERY, INSPECTION AND ACCEPTANCE OF THE CRUDE 
OIL. 

SELLER SHALL PROVIDE BUYER A COPY OF THE U.N. 
CERTIFICATION AND THE CERTIFICATE OF ORIGIN PRIOR 
TO VESSEL'S ARRIVAL AT DISPORT. 


OPERATIONAL 

CONTACTS: BAYOIL SUPPLY AND TRADING LIMITED 

DARLEEN SAMAYOA 


TEL; 

713 

222 

7100 

FAX: 

713 

224 

8101 

TLX: 

3771825 



PLF..-VSE ACKNOWLEDGE YOUR ACCEPTANCE OR REQUESTS TO THIS 
CONTRACT, REFERENCING THE CONTRACT DATE, DELIVERY PERIOD, 

CARGO AND VOLUME STATED ABOVE, WITHIN 24 HOURS BY FAX 242 .362 4733 
OR TELEX 20644. THE TERMS AND CONDITIONS CONTAINED HEREIN WILL BE 
DEEMED ACCEPTED UNLESS NOTIFICATION TO THE CONTRARY IS RECEIVED 
BY BAYOIL SUPPLY & TRADING LIMITED, NASSAU BAHAMAS ATTN: DAPHNE 
.MCDONALD WITH .3 BUSINESS DAYS. 

REGARDS , 
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TO: 

ATTN: 

FAX: 

S.O.M.O., Baghdad 

Mr. Mohammed Al-Jibouri 

Mr. Mubdir Alkhudair 
on 8737 6370 5020 

CC: 

ATTN: 

Iraqi Oil Advisory Board 

Mr. Phillip Carroll 

Mr. Fadhil Ossman 

CC; 

Mr. Thamir Chadhban 

Ministry of C3il 

FROM: 

Bayoil Supply & Trading Limited 
David B. Chalmers, Jr. 

DATE: 

June 5, 2003 

REF: 

Iraq’s Future Crude Oil Sale Plans 

Dear Sirs: 


In anticipation of resumption of Iraqi crude oil exports in the near future, our company 
officials have recently been actively making provisional arrangements to lift Iraqi cnuies 
from both export terminals on a prompt basis, in an effort to help facilitate Iraq's ability 
to resume exports quickly. Specificaliy, Bayoil has in this respect maintained two vessels 
on standby at or near the Iraqi export terminals, which in one case has been holding since 
late Match, due to the suspesision of exports, after shipping arrangements had already 
been secured against U.N. approved contracts, already scheduled and confirmed to load. 

Additionally, it should also be noted that during this process, Bayoil has been worldng 
diligently to provide S.O.M.O. with current and well substantiated objective market 
information and analysis which should be helpful with respect to enhancing S.O.M.O.'s 
capacity to offer quantities immediately available at terms and conditions which in turn 
would facilitate interest fiom a wide range of historical buyers to contract and lift such 
quantities irrunediately available, as well as to facilitate contractual commitments from 
buyers for the increased export volumes as they become available. 


The above referenced arrangements and general initiative to cooperate were made in 
good faith, and with a certain expectation that our company was naturally qualified to 
purchase Iraqi crudes, based on our company's historic^ activity, in which Bayoil has 
shipped over 100 million barrels during a recent calendar year, to primarily independent 
refiners in the U.S. 
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Therefore, we are concerned by reports that S.O.M.O. has evaluated offers for purchasing 
crude oil under the open tender recently awarded, with a specific preference for refiners, 
and likewise may award term or spot contracts similarly only to refiners, which in our 
view, does not give due considoation to Bayoil past activity and performance, or give 
consideration to the fimdamental role Bayoil serves for many refiners. 

We are also particularly concerned by the ftct that such a qualification, while potentially 
excluding a firm such a Bayoil, would not exclude a firm which would qualify by owning 
a refinery, and/or operate as a surrogate to a refinery, while still perfotming a trading 
function to delivo- on to a variety of users/locations, and thereby circumvent Aie 
qualifications of S.O.M.O. 

In this connection, we would like to clarify for good order sake, our per spec t i ve of the 
primary functions and/or activities which Bayoil carries out in the normal course of 
business, which should further clarify how Bayoil's past activities have clearly provided 
in the past a specific added value to Ae U.S. refining industry; 

I. Advantages for Refiners/Future Cooperation with Bavoil 

Bayoil Historical Activity of loading from Iraqi ports VLCCTULCC parcels (2-3 

million barrels), ratably during each month, to be primarily delivered and 

transshipped to several U.S. ports has (mrvided a number of advantage to U.S. 

refiners as follows: 

• Provided refiners the opportunity to buy Iraqi grades in parcel sizes consistent 

- with typical port limitations and refinery capacity limits for specific arrival dates, 
which also are comparable to typical parcel sizes offered by other suppliers 
(i.e. gOm tons). 

• Provided refiners the opportunity to buy Iraqi grades closer to arrival dates, and as 
such, allowing refiners to compare delivered prices to other suppliers from short 
distances (i.e. Venezuela). 

• Provided refiners the opportunity to fix the respective delivered price, per an 
agreed formula above around and/or after time of discharge, thereby enabling 
refinen to reduce basis risk associated with price volatility between the period 
crude and product prices are determined. 

• Provided refinen the reduced financing requirements by extending the payment 
period for each delivery often much later than S.O.M.O.’s standard payment 
penod, and as well eliminate any Letter of credit requirements normally required 
for F.O.B. lifting's. 

• Provided larger refinen the opportunity to schedule deliveries of several parcels 
ratable through the month, thus eliminating typical holding cost associated with 
lightoring several parcels from a single VL(X over a monthly period. 
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In regards to S.O.M.O.’s consideration of ftiture crude sales to Bayoil, we would 
respectively like to highlight our company's ability to continue providing the kind of 
valuable service to refiners described above in the fiiture, which should enhance 
S.O.M.O.’s ability to rapidly regain market share, particularly in the U.S. market as it has 
in past periods. 

In this respect, it should be noted that during the period since 1997, the substantial 
quantities of Iraqi crude's Bayoil delivered to primary U.S. refiners (approximately 
400 million BBI^), were purtdiased fiom primarily the larger widely known companies 
which received allocations fiom S.O.M.O. under the “Oil for Food Program.” In this 
respect, it should be further noted that Bayoil's primary refinery customers during this 
period had an equal opportunity to purchase such quantities F.O.B. fiom theaame 
suppliers, but evidently chose not to do so during this period. Therefitre, the facts and 
circumstances described above with respect to the historical distribution of Iraqi crude’s, 
particularly to the U.S., should clearly demonstrate that Bayoil’s recent proposals to 
purchase crude directly fiom S.O.M.O., is based on the premise first many U.S. refiners 
would typically prefer to purchase Iraqi crude's on delivded terms and conditions fiom 
companies such as Bayoil, ttdiich can continue past practice of providing shirring, 
lightering, financing and price risk management functions associated with the delivery of 
Iraqi crude’s to the U.S. fiom each respective load port (Le. Sec enclosed Letter 
Lyondell Refinery). 

II. Advantages for S.0.M.07 Future Cooperation with Bavoil 

The potential advantages for S.O.M.O., through future cooperation with Bayoil, can be 
summarized as follows: 

i. Based on the premise that many refiners prefer or insist on purchasing crude on 
delivered terms and conditions, for the reasons described above, there is ample 
evidence that such cooperation should result in a greater demand for Iraqi crude’s. 
consistent with the volume of requirements for such refiners which only buy on a 
delivered basis. 

ii. Based on the historical purchasing practice for typical refineries, there is ample 
evidence which would lead to a mote ratable vessels liftings over time, through 
cooperation with firms such as Bayoil. 

• Historically Bayoil’s primary refinery receiver requirements have 
mandated that Bayoil deliver lightered parcels off of different VLCC’s 
arriving ratably through each month, which consequentially implies more 
ratidile loadings during each month. 

iii. Based on the typical volatility in crude prices, and price formula market 
components, combined with often wide disparity in prevailing valuations between 
various refiners, there is a strong case for such cooperation with firms such as 
Bayoil yielding higher or more srahle nrices 
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The points raised hoein with respect to Bayoil’s future cooperation with S.O.M.O., are 
made with dw full understanding of the difficult situation existing today in Iraq, and with 
the greatest respect for the professional ap;»oach that is currently taken by S.O.M.O. and 
the Ministry personnel, and therefore hopefully received in the ^ririt of mutual 
cooperation to see Iraq’s oil exports reach historical levels as soon as possible. 

My colleagues and I would greatly appreciate the opportunity to discuss the points raised 
herein at your earliest convenience. 

Best regards. 


David B. Chalmers Jr. 
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UNCLASSIFIED 

■ SUBJECT: POTENTIAL IRAQI OIL CUTOFF THREAT 
REF: MOSCOW 20683 

CLASSIFIED BY 10 A/S DAVID WELCH FOR REASONS 1.5 (B) , (D) 

1. THIS IS ACTION BEQUEST. SEE PARAGRAPHS S AND 6. 

2. IRAQ HAS TAKEN ANOTHER STEP TO DISRUPT OIL MARKETS AND 
CHALLENGE UN SANCTIONS BY SUBMITTING TO THE UN PROPOSED 
BELOW-MARKET PRICES FOR IRAQI CRUDE SALES UNDER THE 
OIL-FOR-FOOD PROGRAM. IF THE UN DOES NOT AGREE TO THE NEW 
PRICING MECHANISM, IRAQ MIGHT INTERRUPT OR RESTRICT OIL SALES. 

3. XSi AT REGULAR INTERVALS, AT LEAST MONTHLY, THE IRAQI 
STATE OIL COMPANY SOMO PROPOSES PRICES FOR IRAQI OIL SALES TO 
ON OIL OVERSEERS, WHO MUST APPROVE THE PRICE AND FORWARD THE 
PROPOSALS TO THE UN'S IRAQ SANCTIONS COMMITTEE FOR ITS 

rniiFiriTmiiTATi 

PAGE 03 STATE 224156 222337Z 

APPROVAL. ON NOVEMBER 22, THE OVERSEERS INFORMED THE 
CCalMITTEE THAT SOMO HAD SUBMITTED "BELOW MARKET LEVEL" PRICES 
FOR OIL LIFTINGS IN DECEMBER AND THEY CONCLUDED THAT THE 
PRICES "DO NOT REPRESENT FAIR MARKET VALUE" . THE OVERSEERS 
DECLINED TO ENDORSE THE PRICING FORMULA, WHICH WOULD CREATE 
AH OPPORTUNITY FOR UNAUTHORIZED REBATES TO IRAQ BY 
UNSCRUPULOUS OPERATORS OUTSIDE THE OIL-FOR-FOOD PROGRAM. 
PRIVATELY, THE OVERSEERS HAVE INDICATED THAT THERE IS 
EVIDENCE IRAQ WILL THREATEN TO STOP OB SLOW OIL PRODUCTION IP 
IT DOES HOT GET THE PRICING IT WANTS. THIS MAY ALSO BE 
LINKED TO IRAQ’ S THREAT TO OIL PURCHASERS THAT IT WILL CHARGE 
AN ADDITIONAL 50 CENTS PER BARREL BEGINNING DECEMBER 1, WITH 
THE PROCEEDS PAID DIRECTLY TO IRAQ INSTEAD OF INTO THE OIL 
FOR FOOD ESCROW ACCOUNT. 

4. THE DEADLINE FOR MEMBERS OF IRAQ SANCTIONS CCa*IITTEE 
(SAME AS SECURITY COUNCIL) TO MAKE COMMENTS ON THE OVERSEERS 
COFMONICATION ON THE PRICING MECHANISM IS MONDAY, SEPTEMBER 
27 AND WE UNDERSTAND THERE MAY BE A COMMITTEE MEETING THAT 
DAY OH THIS ISSUE. 

5. ACTION REQUESTED: EMBASSIES MOSCOW AND PARIS 

EMBASSY IS REQUESTED TO APPROACH HOST GOVERNMENT AT 
APPROPRIATE SENIOR LEVEL AND MAKE POINTS BELOW. 

— AS YOU MAY KNOW, IRAQ HAS JUST SUBMITTED TO THE UN 
PROPOSED OIL PRICES FOR DECEMBER THAT DEVIATE FR(N4 MARKET 
PRICES. THE UN OIL EXPERTS — THE OVERSEERS — HAVE DECLINED 
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TOCENDORSE IRAQ’S PROPOSED PRICES. 

-lOoiipai'DmTTiiM, 
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— IRAQ'S PRICING WOULD CREATE AN OPPORTUNITY FOR 
UNAUTHORIZED REBATES TO IRAQ BY UNSCRUPULOUS OPERATORS 
OUTSIDE THE OIL-FOR-FOOD PROGRAM. 

— IRAQ HAS STRUCK AT THIS CORE ELEMENT OP THE UNSCR'S 
BECAUSE IT PERCEIVES THAT ITS EFFORTS TO CHIP AWAY AT 
SECONDARY ELEMENTS OF THE SANCTIONS REGIME IS SUCCEEDING. 

— WANT TO BE CLEAR THAT U.S. SEES ITS NATIONAL INTERESTS 
IMPLICATED IN THIS IRAQI BEHAVIOR. WE ARE WILLING TO WORK 
WITH YOU AND OTHERS TO PROTECT OUR COMMON INTERESTS. 

— THE ISSUE NOW MOVES TO THE IRAQ SANCTIONS CCadMITTEE . IRAQ 
HAS GIVEN INDICATIONS THAT IF THE COMMITTEE DOES NOT AGREE ON 
A NEW PRICING MECHANISM, OIL LIFTINGS WOULD BE DISRUPTED. 

— BY THIS ACTION, IRAQ IS BLATANTLY THREATENING THE SECURITY 
COUNCIL AND SEEKING TO DISRUPT WORLD OIL MARKETS. IRAQ'S 
MESSAGE IS: DO AS WE WANT, NOW, OR WE WILL TURN OFF THE OIL. 

-- THE U.S. IS DETERMINED TO SEE IRAQ FAIL IN THIS EFFORT. 

— THE SECURITY COUNCIL MUST STAND UNIFIED AGAINST THIS 
CHALLENGE TO THE COUNCIL'S AUTHORITY. 

— THEBE MAY BE DIFFERENCES BETWEEN US ON OTHER AREAS OP 
IRAQI SANCTIONS POLICY, BUT YOU SHARE OUR INTEREST IN SEEING 
STABILITY IN WORLD OIL MARKETS AND SEEING THAT THE SECURITY 
COUNCIL NOT CAPITULATE TO THREATS LIKE THIS ONE. 

— URGE YOU TO INSTRUCT YOUR UN MISSION IN NEW YORK TO 

G OTTPIDB W fPIM. 
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EXPRESS SUPPORT FOR THE OVERSEERS AND REJECTION OF IRAQ'S 
CHALLENGE. WE UNDERSTAND THERE WILL BE A MEETING OF THE 661 
COMMITTEE ON THIS ISSUE MONDAY, NOVEMBER 27. IF THERE IS 
NOT, YOUR DELEGATION SHOULD EXPRESS ITS VIEWS TO THE CHAIRMAN 
OF THE 661 COMMITTEE BY THE COlfi^ENT DEADLINE HE ESTABLISHED 
OF MONDAY, 10 AM. 

— HOPE WE CAN CONTINUE TO WORK TOGETHER TO COUNTER EXTREME 
CHALLENGES LIKE THIS ONE. 

6. ACTION REQUESTED: EMBASSIES LONDON, THE HAGUE 


UNCLASSIFIED 



1350 


UNCLASSIFIED 

EMBASSIES ARE REQUESTED TO INFORM APPROPRIATE OFFICIALS THAT 
WE ARE DELIVERING THIS DEMARCHE IN PARIS AND MOSCOW. 

ALBRIGHT 

.cniiiniBBiwtM, 

« END OF DOCUMENT » 
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E.O. 12958; DECL: 12/13/2005 
TAGS: IZ, PREL, UNSC 

SUBJECT: RESISTING IRAQ ' S EFFORTS TO COLIRCT UNAUTHORIZED 
SURCHARGE 

REF: STATE 228383 

CLASSIFIED BY 10 A/S DAVID WELCH FOR REASONS 1.5 (B) AND (D) 

1. RECENT PRESS REPORTS INDICATE THAT IRAQ IS ONCE AGAIN 

ATTEMPTING TO IMPOSE A SURCHARGE ON OIL BUYERS TO BE PAID 
INTO AN ACCOUNT NOT CONTROLLED BY THE UN. THE US BELIEVES 
SUCH AN ACTION— WHICH IS INTENDED TO EVADE UN SANCTIONS, 
DIVERT FUNDS FROM THE OIL FOR FOOD PROGRAM AND PROVIDE THE 
BAGHDAD REGIME WITH A SOURCE OF ILLICIT INCOME— MUST BE 
STRONGLY OPPOSED. A NUMBER OF SHIPS ARE WAITING TO LOAD 
IRAQI OIL BUT HAVE NOT DONE SO, LENDING CREDENCE TO THE 
REPORTS THAT IRAQ IS DEMANDING THE SURCHARGE AND OIL 
PURCHASERS ARE BALKING. 
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2. IT IS IMPORTANT FOR UNSC MEMBERS AND OTHER KEY NATIONS 
TO REBUFF THIS EFFORT BY IRAQ TO UNDERMINE THE UN SANCTIONS 
REGIME AND OBTAIN AN UNCONTROLLED SOURCE OF ILLICIT FUNDS. 

IT IS ALSO IMPORTANT TO WARN OIL BUYERS THAT MIGHT BE TEMPTED 

PAGE 04 STATE 236493 140024Z 

TO PAY A SURCHARGE TO THE IRAQIS. WE ISSUED A PRESS 
STATEMENT ON DECEMBER 11 (TEXT IN PARA 4 BELOW) DIRECTED AT 
THOSE TWO OBJECTIVES. 

3. ACTION REQUESTED. EMBASSY IS REQUESTED TO APPROACH 
HOST GOVERNMENT AT APPROPRIATE LEVEL AND MAKE POINTS BELOW AS 
A FOLLOW-ON TO REF DEMARCHE. 

EMBASSY MAY PROVIDE A COPY OF THE PRESS STATEMENT IN PARA 4. 

— THE UN OIL OVERSEERS AND IRAQI STATE OIL CCa^PAKY SOMO 
REACHED AN AGREEMENT ON OIL PRICING FOR DECEMBER. SINCE 
THEN, HOWEVER, THERE ARE CREDIBLE REPORTS THAT IRAQ IS 
DEMANDING THAT OIL BUYERS PAY A PER-BARREL SURCHARGE TO AN 
ACCOUNT NOT CONTROLLED BY THE UN. 

— SUCH PAYMENTS WOULD BE VIOLATIONS OF UN SANCTIONS AND 
DEPRIVE THE IRAQI PEOPLE OF OIL-FOR-FOOD INCOME. 

— WE ALL NEED TO BE VIGILANT TO IRAQ'S ATTEMPTS TO OBTAIN A 
SOURCE OF FUNDS NOT UNDER UN CONTROL. 

— AS WAS THE CASE DURING IRAQ'S RECENT ATTEMPTS TO CREATE AN 
IMPASSE WITH THE UN ON PRICING FOR ITS OIL, THE U.S. RESOLVE 
TO STAND UP TO IRAQI BLACKMAIL REMAINS FIRM. THE U.S. 
MAINTAINS LARGE STRATEGIC PETROLEUM RESERVES AND IS PREPARED 
TO ACT, IN CONCERT WITH ITS PARTNERS IN INTERNATIONAL ENERGY 
AGENCY, TO COUNTER THE EFFECT OH OIL SUPPLY OF IRAQI 
PROVOCATIONS . 

— WE ISSUED A PRESS STATEMENT ON DECEMBER 12 INTENDED TO 
ENSURE THAT OIL BUYERS KNOW THAT PAYING A SURCHARGE TO IRAQ 

nfiirrTPBnipiM, 

PAGE OS STATE 236493 140024E 

IS HOT AUTHORIZED AND THAT THEY ARE UNDER CLOSE SCRUTINY. 

— URGE YOU TO CONSIDER TAKING SIMILAR ACTIONS AS 
APPROPRIATE . 

(FOR SECURITY COUNCIL MEMBERS) 

— URGE YOU TO INSTRUCT YOUR MISSION IN NEW YORK TO SUPPORT 
ACTIONS BY THE UN OVERSEERS OR THE IRAQ SANCTIONS CCadMITTBE 
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THAT WOULD FIBMLY DISSUADE BOYERS OF IRAQI CRUDE FROM PAYING 
ANY SURCHARGE . 

4. (U) BEGIN PRESS STATEMENT. 

DECEMBER 12, 2000 

U.S. DEPARTMENT OF STATE 

STATEMENT BY PRESS SPOKESMAN 

IRAQI ATTEMPT TO LEVY OIL SURCHARGE 

THE 0. S. GOVERNMENT IS AWARE OF MEDIA REPORTS THAT THE IRAQI 
GOVERNMENT IS ATTEMPTING TO FORCE ITS OIL CUSTOMERS TO 
VIOLATE UN SECURITY COUNCIL RESOLUTIONS BY DEMANDING THAT 
THEY SECRETLY PAY A PREMIUM INTO AN IRAQI CONTROLLED ACCOUNT. 

THE U. S. GOVERNMENT IS CONCERNED ABOUT THESE REPORTS AND IS 
LOOKING INTO THEM VERY CLOSELY. 

ON SECURITY COUNCIL RESOLUTIONS UNEQUIVOCALLY REQUIRE THAT 
FEES PAID FOR IRAQI OIL BE DEPOSITED INTO A UH-CONTROLLED 
ESCROW ACCOUNT, WHERE THE FUNDS CAN BE USED IN THE 
OIL-FOR-FOOD PROGRAM TO PROVIDE FOR THE HUMANITARIAN NEEDS OF 

PAGE 06 STATE 236493 1400242 

THE IRAQI PEOPLE. PAYING A SURCHARGE OF ANY AMOUNT TO IRAQ 
WOULD VIOLATE UN SECURITY COUNCIL RESOLUTIONS AND DEPRIVE THE 
IRAQI PEOPLE OF OIL-FOR-FOOD FUNDS. IRAQ,S ATTEMPTED 
EXTORTION OF THE INTERNATIONAL CCMMMUNITY HAS ALREADY COST THE 
PEOPLE OF IRAQ HUNDREDS OF MILLIONS OF DOLLARS IN LOST OIL 
SALES. THIS MONEY WOULD HAVE GONE INTO THE UN-CONTROLLED 
FUND FOR THE ^NEFIT OF THE IRAQI PEOPLE. 

COMPANIES THAT BUY OIL ON WORLD MARKETS KNOW THE CLOSE 
ATTENTION THAT IS FOCUSED, IN ALL JURISDICTIONS, ON THE OIL 
INDUSTRY AND THE IMPORTANCE OP KEEPING ACTIVITIES STRICTLY 
LEGAL, AND WE WOULD EXPECT CCH^PANIES TO REJECT IRAQ,S LATEST 
ATTEMPT AT INTIMIDATION. 

TALBOTT 
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E.O. 12958: DECL: 03/21/2011 
TAGS: ETTC, PREL, UNSC. IZ 

SUBJECT: UN/IRAQ; U.S./UK PROPOSALS FOR RESTRICTING ILLEGAL 
PAYMENTS INTRODUCED TO INFORMAL MEETING OF IRAQ SANCTIONS 
COIIPfDDNTIALi 
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. COMMITTEE 

.(V) CLASSIFIED BY: I | FOIADC 

I I REASON: 1.5 (B/D) . 

1. ier SUMMARY: OH MARCH 16, THE O.S. AND UK JOINTLY 
INTRODUCED TWO SETS OF PROPOSALS (TEXTS IN PARA 12) TO COMBAT ' 

THE ILLEGAL OIL SURCHARGE AND COMMISSIONS/KICKBACKS ON 
OIL-FOR-POOD PROGRAM CONTRACTS TO AM INFORMAL MEETING OF THE 
IRAQ SANCTION COMMITTEE HOSTED BY THE NORWEGIAN UN MISSION. 

EVEN WITH A GENERAL CONSENSUS IN THE COMMITTEE THAT THESE 
ILLEGAL PAYMENTS ARE UNDERMINING THE OIL-FOR-FOOD PROGRAM AND 
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THE UN SANCTIONS ON IRAQ, IT BECAME CLEAR THAT OUR PROPOSALS 
WILL BE DIFFICULT TO SELL. IN THE MEETING, THE FRENCH REP 
ARGUED THAT WHILE THEY WERE INTERESTED IN THE PROPOSALS, THEY 
SAW A NEED TO OPEN UP THE COMMITTEE'S PROCEDURES. FOR 
FRANCE, THIS MEANT THAT WE SHOULD LOOK AT OTHER ASPECTS OF 
THE COMMITTEE'S PROCEDURES THAT WOULD NEED TO BE OPENED UP. 

THE RUSSIAN DEL WAS CONCERNED THAT THE COMMITTEE WAS ACTING 
TO REGULATE THE OIL MARKET AND THAT THERE WAS NO EVIDENCE OF 
SURCHARGES ACTUALLY BEING PAID. THEY AND OTHER DELEGATES 
ALSO REGISTERED A NUMBER OF OPERATIONAL CONCERNS WITH 
PROPOSED ACTIONS, IN PARTICULAR THE FEE FOR REGISTERING OIL 
PURCHASERS. THE NORWEGIAN CHAIRMAN, REPRESENTATIVES OF THE 
UN OFFICE OF THE IRAQ PROGRAM (OIP) AND THE OIL OVERSEERS 
WELCOMED THE TWO PROPOSALS- COMMITTEE MEMBERS WILL SEEK- 
COMMENTS FROM CAPITALS AND THE COMMITTEE WILL MEET AGAIN, 

LIKELY IN THE NEXT WEEK OR SO, TO CONTINUE DISCUSSIONS ON THE 
PROPOSALS. END SUMMARY. 

coHrabDifT T nu 
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2 - JJSf THE PROPOSALS ADDRESS THE PROBLEM OF ILLEGAL PAYMENTS 
TO THE GOVERNMENT OF IRAQ BY WAY OF SURCHARGES ON IRAQ'S OIL ' 
EXPORTS AND COMMISSIONS ON ITS CONTRACTS FOR HUMANITARIAN 
IMPORTS UNDER THE UN OIL-FOR-FOOD PROGRAM. USUN PRESENTED 
THE DRAFT PAPERS (SHARED/ CLEARED WITH lO/PHO AND NEA/NGA) FOR 
COMMENT, NOTING OUR UNDERSTANDING THAT A CONSENSUS EXISTED 
PMOm COMMITTEE MEMBERS ON THE NEED TO MINIMIZE THE 
POSSIBILITY OF PAYMENTS BEING MADE TO THE GOVERNMENT OF IRAQ 
<GOI) VIA ILLEGAL SURCHARGES AND COMMISSIONS. USUN SAID THE 
DIVERSION OF PAYMENTS FROM THE UN IRAQ ESCROW ACCOUNT BY WAY 
OF SURCHARGES PAID BY OIL PURCHASERS DIRECTLY TO THE GOI 
THREATENED THE CAPACITY OF THE ACCOUNT TO FINANCE 
HUMANITARIAN EFFORTS IN IRAQ. AT THE SAME TIME, THE ILLEGAL 
PAYMENTS WERE A SECURITY ISSUE SINCE THE GOVERNMENT OF IRAQ 
USED THE FUNDS OBTAINED TO REBUILD ITS MILITARY PROGRAM AND 
RECONSTITUTE WEAPONS OF MASS DESTRUCTION. UKUN FOLLOWED UP 

TO EMPHASIZE THAT THE GOAL OF THE PROPOSALS WAS TO MAKE THE 
OIL FOR FOOD PROGRAM AS TRANSPARENT AS POSSIBLE, NOT TO 
IMPEDE THE FLOW OF OIL OR HUMANITARIAN GOODS. THE UK REP 
ALSO NOTED THAT A RECENT REPORT BY THE UN SECRETARY GENERAL 
WARNED OF A POSSIBLE SHORTFALL IN FUNDING FOR THE UN'S 
CURRENT HUMANITARIAN DISTRIBUTION PLAN AS A RESULT OP THE 
RECENT DROP IN OIL REVENUES FLOWING TO THE ACCOUNT. 

3 . ter THE COMMITTEE HEARD INFORMAL RESPONSES ON THE OIL 
SURCHARGE PROPOSALS FROM COMMITTEE MEMBERS, THE OFFICE OF THE 
IRAQ PROGRAM AND THE OIL OVERSEERS, PENDING THEIR REVIEW OF 
THE PROPOSALS AND FORMAL INSTRUCTIONS. ALL DELEGATION 
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COMMENTS RELATED TO THE SURCHARGE PROPOSALS. NO MEMBER 
OFFERED COMMENTS ON THE COMMISSION PROPOSALS. THE SINGAPORE 
REP HIT ON A CENTRAL OPERATIONAL CONCERN IMMEDIATELY- WHILE 
CjQNFIDDMyTAL 

PAGE 04 USUN N 00674 01 OF 04 2118122 

SINGAPORE UNDERSTOOD THE PURPOSE OP A ONE-TIME, NONREFUNDABLE ‘ 

FEE FOR REGISTERING OIL PURCHASERS, IT WARNED THAT SINGAPORE 
MIGHT NOT BE ABLE TO SUPPORT THAT INDIVIDUAL ITEM FOR FEAR OF 
SIDELINING LEGITIMATE COMPANIES AND INCREASING THEIR 
INCENTIVES TO OPERATE OUTSIDE THE OIL-FOR-FOOD PROGRAM. UKUN 
RESPONDED THAT FOR ANY COMPANY MEETING THE OTHER SUGGESTED 
CRITERIA OF AVAILABLE CAPITAL AND PREVIOUS EXPERIENCE, THE 
FEE SHOULD NOT BE AN OBSTACLE. OUR FRENCH, RUSSIAN AND 
JAMAICAN COUNTERPARTS EACH ECHOED THE CONCERN THAT THE FEE 
WOULD PENALIZE LEGITIMATE COMPANIES. 

4 . (et* THE FRENCH REP FOUND FAULT WITH MOST PROPOSED 
MEASURES, DESPITE VOICING SUPPORT FOR THE OVERALL OBJECTIVE 
OF REDUCING ILLEGAL PAYMENTS. HE EMPHASIZED FRENCH READINESS 
TO PARTICIPATE IN THE DISCUSSION OF PAYMENTS, BUT WARNED THAT 
OPENING "THE BIBLE* (PROCEDURES FOR THE SALE OF OIL AGREED IN 
1996 AFTER EXTENSIVE NEGOTIATION) FOR REVISION WOULD MAKE ALL 
ASPECTS OF THE OIL-FOR-FOOD PROGRAM FAIR GAME. IN PARTICULAR, 

HE SAID, THE FRENCH HAD PLENTY OF IDEAS FOR SIMPLIFYING THE 

SALE OP HUMANITARIAN ITEMS TO IRAQ. WHILE THE FRENCH REP'S ; 

RHETORIC WAS MILDER THAN IN A 15 MARCH CONVERSATION WITH 

USUN/UKUN, WHEN HE ASSERTED THAT A DISCUSSION OP ONE 

VIOLATION OF UN RESOLUTIONS WOULD DEMAND THE DISCUSSION OP 

ALL VIOLATIONS INCLUDING THE NO FLY ZONES, HE REMAINED 

ADAMANT THAT THE "REPRESSIVE" MEASURES PROPOSED MUST BE . 
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COMMITTEE 

BALANCED BY "POSITIVE" MEASURES TO SPEED THE FLOW OF 
HUMANITARIAN ITEMS TO IRAQ. HE POINTED OUT THAT NOT ALL THE 
FUNDS IN THE ESCROW ACCOUNT ARE UTILIZED, AND ALLEGED THAT 
WHILE IRAQ IS TO BLAME, THERE ARB ALSO OTHER REASONS FOR 
HUMANITARIAN ITEMS NOT GETTING THROUGH. . ON OTHER ISSUES, THE 
FRENCH CONJECTURED THAT THE PEE FOR REGISTRY MIGHT BE 
INEFFECTIVE AT WEEDING OUT UNSCRUPULOUS COMPANIES IP THE 
MIDDLEMEN CURRENTLY SUSPECTED OF PAYING IRAQ'S SURCHARGES ARE . 
FRONTS FOR MAJOR TRADERS WITH PLENTY OP CASH. HE ALSO OPINED 
THAT A STATEMENT FROM COMPANIES THAT THEY WOULD NOT MAKE 
PAYMENTS TO IRAQ WOULD BE USELESS. THE FRENCH REP MADE MUCH 
OP A CLAIM THAT THE CONTINUED DIFFERENCE IN TREATMENT OF OIL 
PURCHASERS AND END USERS WAS UNJUSTIFIED, AND ARGUED THAT 
LETTERS TO END USERS WOULD NOT BE SUFFICIENT, ESPECIALLY . 

SINCE MIDDLEMEN WERE LIKELY TO GET AROUND ANY RESTRICTIONS ON 
THEM. THE FRENCH ALSO EMPHASIZED A NEED TO SET OBJECTIVE 
CRITERIA FOR REGISTERING ELIGIBLE PURCHASERS OF IRAQI OIL, AS 
WELL AS TO CLARIFY THE PROCEDURE FOR BANNING COMPANIES POUND 
TO HAVE VIOLATED THE PROCEDURES. 

5. ieT USUN RESPONDED THAT OUR GOAL IN THE PROPOSALS WAS TO 
ATTACK THE SPECIFIC ISSUES OF SURCHARGES AND COMMISSIONS WITH 
WHICH WE ARE FACED. REGARDING THE PROCEDURE FOR DETERMINING 
WHEN COMPANIES HAD VIOLATED THE STiNCTIONS, USUN SAID OUR VIEW . 
WAS THAT THE COMMITTEE SHOULD TAKE A CONSENSUS DECISION. THE 
DETERMINATION OF EVIDENTIARY STANDARDS SHOULD BE UP TO THE 
COMMITTEE. ALTHOUGH WE BELIEVED IT MIGHT NOT BE PRODUCTIVE 

Current Class: e enP I PnTTIAL > 


4 

n/a 


Page : 4 


UNCLASSIFffiD 



1359 


UNCLASSIFIED 

Current Class; j enriBGilTIMj Page; 

Current Handling: n/a 

Document Number: 2001USUNN00674 Channel: 

TO SET STANDARDS FOR SUFFICIENT EVIDENCE IN ADVANCE, WE. WOULD 
BE WILLING TO DISCUSS. REGARDING THE SIGNED STATEMENT BY THE 
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COMPANIES, WE SAW IT AS PART OF A PACKAGE OF STEPS TO DETER 
PAYMENT OF SURCHARGES. REGARDING THE DIFFERENCE BETWEEN END 
USERS AND MIDDLEMEN, USUN EXPLAINED THAT END USERS WERE 
SUBJECT ONLY TO MEMBER STATES CONTROL AND AUTHORITY NOT TO 
THAT OF THE COMMITTEE. MEANWHILE, THE BEHAVIOR OF THE OIL 
PURCHASERS WAS STIPULATED IN UN RESOLUTIONS AND PROCEDURES 
AND THUS, FELL UNDER THE COMMITTEE *S JURISDICTION. -IN 
ADDITION, THE LIST OF ELIGIBLE PURCHASERS HAD BEEN REVIEWED 
BY THE COMMITTEE. ON THE SUBJECT OF REVISING PROCEDURES, IT 
WOULD BE REQUIRED FOR SOME OF OUR PROPOSALS AND NOT FOR • 
OTHERS . 

6. THE FRENCH REP FURTHER NOTED THAT HE KNEW A REVIEW OP . 
IRAQ POLICY WAS ONGOING IN SOME CAPITALS, AND THAT. FRANCE 
LOOKED FORWARD TO DISCUSSING NEW APPROACHES. IN THAT 
CONTEXT, HE ASKED WHETHER THE U.S./UK PROPOSALS WERE PART OF 

A NEW U.S. POLICY. USUN RESPONDED THAT WB HOPED ALL CAPITALS 
WERE UNDERTAKING A POLICY REVIEW AND SAID THE SUGGESTION THAT'. 
"SOME" CAPITALS WERE ABOUT TO SCRAP THEIR POLICIES TO 
SUDDENLY MOVE IN THE DIRECTION SUGGESTED BY “SOME" OTHER-. 
CAPITALS WAS "DILLUSIONAL . •* ANY FURTHER PROGRESS ON IRAQ 
WOULD REQUIRE COMPROMISE FROM ALL PARTIES. 

7. OjW- THE RUSSIAN REP RAISED CONCEPTUAL OBJECTIONS TO THE 
OIL SURCHARGE PROPOSAL. HE CLAIMED THAT SINCE THE GDI’S 
ALLEGED COLLECTION OF OIL SURCHARGES HAS NOT BEEN PROVEN, THE 
SOLUTION OF TIGHTENING STANDARDS FOR OIL PURCHASERS MIGHT BE 
ENTIRELY INAPPROPRIATE TO SOLVE THE PROBLEM OF REDUCED 
INFLOWS TO THE ESCROW ACCOUNT. HE ALSO WARNED THAT THE 
PROPOSAL WOULD HARM THE OIL MARKET. HE EXPLAINED THAT THE 
GOI IS SATISFIED WITH ITS CURRENT OIL EXPORT SYSTEM, AND 

OOlfriDDliyiJ ttr 
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EXPRESSED FEAR THAT THE BAGHDAD REGIME WOULD RETALIATE 
AGAINST UN ATTEMPTS TO ALTER THE SYSTEM BY CUTTING OFF IRAQI 
OIL EXPORTS. IN ADDITION, THE RUSSIAN ALLEGED THAT THE 
PROPOSALS WOULD OVERSTEP THE MANDATE OF THE COMMITTEE TO 
IMPLEMENT SANCTIONS AND WOULD INTERVENE ILLEGALLY IN THE OIL 
MARKET. THE RUSSIAN REP ALSO ECHOED THE COMMON CONCERN FOR 
OBJECTIVITY AND CAUTION IN SETTING CRITERIA FOR ELIGIBLE OIL 
PURCHASERS, SO AS NOT TO HARM LEGITIMATE COMPANIES,* HE 
REITERATED QUESTIONS ABOUT THE LEGALITY OF CHARGING A 
REGISTRATION FEE AND ABOUT THE DEFINITION OP A CLEAR 

Current Class: CQHPIBRIU iAb» 


5 

n/a 


Page 


UNCLASSIFIED 



1360 


UNCLASSIFIED 

Current Class: taiU'lLm ' llT f Jm Page: 6 

Current Handling: n/a 

Document Number: 2001USUNN00674 Channel: n/a 

PROCEDURE FOR "BZJVCKLISTING" COMPANIES VIOLATING PROCEDURES. 

FINALLY, HE SHARED THE FRENCH CONCERN THAT THE PROPOSAL . 

PERPETUATED A “DISBALANCE" BY SANCTIONING MIDDLEMEN WHO PAID 
THE GOI SURCHARGE WHILE NOT MONITORING OR PENALIZING END 
USERS WHO PURCHASED THE SURCHARGED OIL. 

R. iSf UKUN RESPONDED TO THE RUSSIAN DELEGATE'S COMMENTS 
THAT THE COMMITTEE HAD EXPLICITLY ACKNOWLEDGED IN NOVEMBER 
AND DECEMBER 2000 THAT THE SURCHARGE EXISTED AND THAT IT 
REDUCED THE FLOW OF OIL EXPORTS AND FUNDS TO THE ESCROW 
ACCOUNT. THE ACKNOWLEDGMENT WAS BASED UPON INFORMATION FROM 
THE OIL OVERSEERS AND THE MEDIA. USUN RESPONDED THAT THE 
COMMITTEE SHOULD NOT ACT OUT OF FEAR OF ANGERING THE 
GOVERNMENT OF IRAQ. THE SANCTIONS ALREADY SET THE GOI AT ODDS 
WITH THE COMMITTEE, AND POTENTIAL RETALIATION WAS NO REASON 

^0!iriDCHTIAL 


GOHr iP CimAL . ptqssss 


PAGE 

01 

USUN N 

00674 03 

OF 04 

211813Z 



ACTION 10-00 







INFO 

LOG-00 

NP-00 

AP-00 

ACQ-00 

CIAB-00 

SMEC-00 

CIP-00 


COME- 00 

CTME-00 

DOEE-00 

WHA-00 

SRPP-00 

DS-00 

EAP-00 


EB-00 

EUR-00 

VC-00 

H-01 

TEDE-00 

INR-00 

L-00 


VCB-00 

AC-01 

NBA-00 

DCP-01 

NSAB-00 

OIC-02 

OMB-01 


PA- 00 

PM- 00 

PRS-00 

ACE-00 

P-00 

SP-00 

IRM-00 


SSO-00 

SS-00 

STR-00 

TRSB-00 

T-00 

USIE-00 

SA-00 


BBG-00 

PMB-00 

DSCC-00 

PRM-01 

DRL-02 

G-00 

SAS-00 


SWCI-00 

/009W 


D54C 

DA 211813Z 

; /38 



O 211652Z MAR 01 

USMISSION USUN NEW YORK 
TO SECSTATE WASHDC IMMEDIATE 3000 
INFO IRAQ COLLECTIVE IMMEDIATE 
UN SECURITY COUNCIL COLLECTIVE IMMEDIATE 
CJCS WASHDC IMMEDIATE 
NSC WASHDC IMMEDIATE 
SECDEF WASHDC IMMEDIATE 
WHITEHOUSE WASHDC IMMEDIATE 

g 0 frP 1 . ^ D H A SECTION 03 OP 04 USUN NEW YORK 000674 

WHITE HOUSE FOR OVP 

E.O. 12958: DECL: 03/21/2011 
TAGS; ETTC, PREL, UNSC, IZ 

SUBJECT: UH/IRAQ: U.S./UK PROPOSALS FOR RESTRICTING ILLEGAL 
Current Class: GOliri 'P ElliiAL * 


UNCLASSIFIED 



1361 


UNCLASSIFIED 

Current Class: rrrni" TI'IWI>T«Wi||l, Page: 

Current Handling: n/a 

Document Number: 2001USUNN00674 Channel: 

PAYMENTS INTRODUCED TO INFORMAL MEETING OF IRAQ SANCTIONS 

PAGE 02 USUN N 00674 03 OF 04 211813Z 

COMMITTEE 

NOT TO DO THE RIGHT THING TO IMPROVE SANCTIONS 
IMPLEMENTATION, USUN NOTED THAT IRAQ'S "SATISFACTION" WITH 
THE CURRENT SYSTEM WAS NOT POSITIVE AS IT DEPRIVED THE ESCROW 
ACCOUNT AND THE IRAQI PEOPLE OF FUNDS FOR HUMANITARIAN ITEMS. 

AS CONCERNED THE RIGHT TO MARKET INTERVENTION, IT WAS ONLY 
BECAUSE OP IRAQ'S RECENT PRICING CHANGES AND IMPOSITION OF' 
SURCHARGES THAT THE FLOWS TO THE ESCROW ACCOUNT HERE NO 
LONGER ADEQUATE- POINTING TO THE HISTORY OF THE SURCHARGE, 

USUN SAID THAT IRAQ HAD ALREADY RENEGED ON ITS PROMISE TO 
DROP THE SURCHARGE AND RETURN TO NORMAL PRICING IN EXCHANGE 
FOR UN SUPPORT FOR OIL INDUSTRY DEVELOPMENT. BY EXTENDING 
SUPPORT TO IRAQ'S OIL INDUSTRY, THE UN HAD SHOWN ITS 
WILLINGNESS TO COOPERATE UNDER THE OIL- FOR- FOOD PROGRAM. THE 
COMMITTEE HAD FULL RIGHT TO RESPOND TO IRAQ'S NONCOMPLIANCE 
IN ORDER TO ENSURE THE FUNCTIONING OP THE OIL-FOR- FOOD 
PROGRAM. 

9. WHILE THE JAMAICAN REP WELCOMED THE U.S. /UK ATTEMPT 
TO ADDRESS AN IMPORTANT ISSUE, HE ECHOED PRANCE, RUSSIA AND 
OTHERS IN QUESTIONING THE LEGALITY OF THE FEB, AND IN 
REQUESTING CLARIFICATION OF THE PROCEDURE FOR "BLACKLISTING" 
COMPANIES. THE CHINESE REP ALSO SHARED CONCERNS ABOUT THE 
LEGALITY OP THE FEE, THE CLARIFICATION OF THE "BLACKLISTING" 
PROCEDURE, AND THE NOTION OF A DISCREPANCY IN THE TREATMENT 
OF MIDDLEMEN AND END USERS. 

10. r&i* THE OIL OVERSEERS WELCOMED THE PROPOSALS, WHICH THEY 
SAID WERE IN LINE WITH THEIR UNDERSTANDING OF THE ISSUES. 
RESPONDING TO COMMITTEE MEMBERS' COMMENTS, THE OVERSEERS 

ooNriDDN T rm/ 
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EXPRESSED THEIR VIEW THAT OBJECTIVE CRITERIA FOR ELIGIBLE OIL 
PURHASERS COULD BE IDENTIFIED ALONG THE LINES OP THE U.S. /UK 
OIL SURCHARGE PROPOSAL. IN THEIR VIEW, A FEE ON PURCHASERS 
WOULD BE AN APPROPRIATE MECHANISM TO HELP WEED OUT COMPANIES ^ 
PAYING THE SURCHARGE. IN FACT, FEES FOR TENDERS ARB 
CUSTOMARY IN THE INDUSTRY, AND ANY ESTABLISHED COMPANY SHOULD 
BE IN A POSITION TO PAY. PRELIMINARY FEE SUGGESTIONS RANGED 
FROM USD 5,000 TO USD 100,000. THE OFFICE OP THE IRAQ 
PROGRAM ALSO RESPONDED WITH STRONG SUPPORT FOR THE U.S. /UK 
PROPOSALS, WHICH IT SAID ADDRESSED TWO OP THE EXECUTIVE 
DIRECTOR'S MAJOR CONCERNS WITH THE OIL-FOR-FOOD PROGRAM. 
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11. THE NORWEGIAN REP, REPRESENTING THE CHAIRMAN OF THE 
SANCTIONS COMMITTEE, ASSERTED THAT THE U.S./UK PROPOSALS ON 
SURCHARGES AND COMMISSIONS WERE AN INITIATIVE IN THE RIGHT 
DIRECTION. RESPONDING TO THE RUSSIANS, SHE SAID THAT THERE 
WAS plenty OF CIRCUMSTANTIAL EVIDENCE ON 
SURCHARGES/COMMISSIONS AND THE COMMITTEE SHOULD NOT FIND 
ITSELF "PREVENTED FROM TAKING A PRECAUTIONARY APPROACH." THE 
NORWEGIANS NOTED THAT THE OVERSEERS THEMSELVES SAID THAT THE 
PROPOSALS ON THE SURCHARGE WERE A "SIGNIFICANT CONTRIBUTION." 

SHE ALSO TOOK ISSUE. WITH THE FRENCH THREATENING TO OPEN UP 
ALL THE COMMITTEE’S PROCEDURES, NOTING THAT 

SURCHARGES/COMMISSIONS WERE NOT THE ONLY PROBLEMS PACING THE 
COMMITTEE AND THAT TAKING UP ONE ISSUE "DOES NOT EXCLUDE 
OTHERS." THE NORWEGIAN REP SAID THAT SHE WOULD SCHEDULE 
ANOTHER MEETING OF THE COMMITTEE IN A WEEK OR SO TO CONTINUE . 
WORK ON THE PROPOSALS. 

12. (U) TEXTS OF THE U.S./UK DRAFT PROPOSALS FOLLOW. 

GOI/PIDffiPriA jU 
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DRAFT OIL SURCHARGE PROPOSAL: 

(1) REQUIRE THE OVERSEERS TO RECONFIRM THE PROHIBITION ON 
PAYING A SURCHARGE THROUGH A REISSUANCB OP THE DECEMBER 15 
STATEMENT ON THE OIL SURCHARGE TO ALL THOSE COMPANIES 
REGISTERED TO IMPORT IRAQI OIL. 

(2) REQUIRE ALL COMPANIES ON THE UN LIST OP ELIGIBLE 
PURCHASERS OF IRAQI OIL TO REREGISTER, RENEWABLE AT THE 
BEGINNING OF EACH PHASE, EACH NEW APPLICATION WOULD BE 
APPROVED BY THE OIL OVERSEERS AND THE 661 COMMITTEE SUBJECT 
TO CERTAIN CRITERIA. THOSE CRITERIA WOULD INCLUDE: (A) 

PROVEN CREDITWORTHINESS AND EVIDENCE OF AVAILABLE CAPITAL, 

(B) EVIDENCE THAT THE COMPANY HAD PREVIOUS EXPERIENCE IN THE 
OIL INDUSTRY, (C) EVIDENCE OF MEMBERSHIP OP 
INTERNATIONAL/NATIONAL OIL/PETROLEUM ORGANIZATIONS, (D) 

EVIDENCE FRCW NATIONAL AUTHORITIES OF THE COMPANY'S DATE OF 
REGISTRATION, AND (E) A BRIEF DESCRIPTION OP COMPANY'S 
ACTIVITIES AND THEIR INVOLVEMENT IN THE PETROLEUM SECTOR. 

<3) REQUIRE ALL COMPANIES TO PAY A NON- REFUNDABLE FES TO THE 
ESCROW ACCOUNT. . 

<4) REQUIRE ALL COMPANIES TO SIGN A STATEMENT THAT THEY WILL 
NOT MAKE ANY PAYMENTS OF ANY KIND TO THE GOVERNMENT OP IRAQ 

eWifPIDOTTIAL 
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COMMITTEE 

OR ANY IRAQI ENTITY AND THAT ALL PAYMENTS MADE WILL BE MADE 
ONLY TO THE UN ESCROW ACCOUNT. 

(5) ANY COMPANY THAT IS DEEMED BY THE SANCTIONS COMMITTEE OR • 
THE OIL OVERSEERS TO HAVE VIOLATED THAT COMMITMENT WILL BE 
REMOVED PROM THE LIST OF COMPANIES ELIGIBLE TO MAKE PURCHASES. 

(6) REQUIRE THAT A LETTER BE SENT TO ALL MEMBER STATES AND 
OBSERVERS REPEATING THE INFORMATION IN THE ABOVE FIVE. POINTS 
AND REQUESTING THAT THEY INFORM THEIR COMPANIES OP THIS ISSUE 
AND THAT THEY INVESTIGATE ANY POSSIBLE VIOLATIONS AND, WHERE 
APPROPRIATE, TAKE ACTION AGAINST THOSE FOUND TO HAVE MADE 
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SUCH PAYMENTS. 

(7) REQUIRE THAT A LETTER BE SENT TO ALL MEMBER STATES AND 
OBSERVERS REQUESTING THAT THEY WARN END-USERS/REFINERS TO 
TAKE ALL NECESSARY STEPS TO AVOID OIL BOUGHT WITH A SURCHARGE 
AT ANY STAGE OF THE TRANSACTIONS' PROCESS. 

<8) REQUEST THAT OIP MAKE CLEAR THE PROHIBITIONS ON SUCH 
PAYMENTS IN ITS PERIODIC BRIEFINGS TO MEMBERS STATES ABOUT 
THE OIL-FOR-FOOD PROGRAM AND INCLUDE ALL DOCUMENTS ON THIS 
ISSUE ON ITS WEBSITE IN A HIGHLIGHTED FASHION. 

(9) ISSUE A PRESS RELEASE ■ OUTLINING THE COMMITTEE'S STEPS IN 
THIS AREA- SINCE THE END OP NOVEMBER 2000, INCLUDING ITEMS 1-8 
ABOVE . 

DRAFT COMMISSIONS ON OIL-FOR-FOOD CONTRACTS PROPOSAL: 

GO >rrrDDHT>M i 
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(1) A LETTER TO ALL MEMBER STATES AND OBSERVERS REQUESTING 
THAT THEY INFORM THEIR COMPANIES DOING BUSINESS WITH IRAQ 
UNDER THE OIL-FOR-FOOD PROGRAM, THAT; (A) THE SANCTIONS 
COMMITTEE HAS NOT APPROVED THE PAYMENT OF ANY KIND- OF 
COMMISSION TO THE GOVERNMENT OP IRAQ OR ANY IRAQI ENTITY 
INSIDE OR OUTSIDE IRAQ, (B) PAYMENTS CANNOT BE MADE TO THE 
GOVERNMENT OF IRAQ OR ANY IRAQI ENTITY INSIDE OR OUTSIDE 
IRAQ, (C) THOSE MAKING SUCH PAYMENTS WOULD BE IN VIOLATION OF 
RELEVANT SECURITY COUNCIL RESOLUTIONS AND MUST BE PROSECUTED 
UNDER* NATIONAL LEGISLATION/REGULATIONS, (D) NO FUTURE 
CONTRACTS WILL BE ACCEPTED BY THE UNITED NATIONS FROM 
COMPANIES OR ANY RELATED PRIVATE OR COMMERCIAL ENTITIES IF 
THEY ARE DEEMED BY THE , 661 COMMITTEE TO HAVE MADE PAYMENTS TO. 

THE GOVERNMENT OF IRAQ OR ANY IRAQI ENTITIES INSIDE OR 
OUTSIDE IRAQ, AND (E) THEREFORE, NON-IRAQI COMPANIES 
PARTICIPATING IN THE OIL-FOR-FOOD PROGRAM MUST NOT MAKE 
PAYMENTS TO THE GOVERNMENT OF IRAQ OR ANY IRAQI ENTITY INSIDE 
OR OUTSIDE IRAQ. 

(2) ALL FUTURE OIL-FOR-FOOD CONTRACT APPROVAL LETTERS MUST 
STATE THAT COMMISSIONS ARE UNAUTHORIZED AND THAT ALL STATES 
HAVE A RESPONSIBILITY FOR ASSURING THAT THEIR COMPANIES ARE 
NOT VIOLATING SANCTIONS. 

(3) A PRESS RELEASE SHOULD BE ISSUED FROM THE COMMITTEE 
OUTLINING THE STEPS TAKEN ABOVE AND THE MESSAGE THERE- IN. 

<4) REQUEST THAT OIP MAKE CLEAR THE PROHIBITIONS ON 
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COMMISSIONS IN ITS PERIODIC BRIEFINGS TO MEMBERS STATES ABOUT 
THE OIL-FOR-FOOD PROGRAM AND INCLUDE ALL DOCUMENTS ON THIS 
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ISSUE ON ITS WEBSITE IN A HIGHLIGHTED FASHION. END TEXT OF 

PROPOSALS. 

CUNNINGHAM 


eeNripruTiAL 

« END OF DOCUMENT » 
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SECURIIY COUNCIL COMMITTEE ESTABLISHED 
BY RESOLUTION 66 1 (1990) CONCERNWQ THE 
SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25(20017COMM465 
12 October 2001 
ORIGINAL ENGLISH 


LtHTTER DATED 8 OCTOBER 2001 FROM THE PERMANENT OBSERVER MISSION OF 
SWITZERLAND TO THE UNITED NATIONS ADDRESSED TO THE CHAIRMAN 


EadloKy. 


Ir^ia‘toyota'JtttirefSl&^2Q0t InvhehyQuJbrwardediQmear^ofthy 
OseOttOterseatconearnmgmidegtdiiTtgdatiifbachlngihtcoiijia^Clcnajre 
baatut&mtdAart^endmSmtarhnd. 

The coB^ttaU Swiss auOionff.Ae Stott Seentmiat/arBaimma Affairs, has 
btMsttfitedGletieein’taetMtlesmetiibmeJIaiher^ioni^theOaOreneersht 
rgiort bin the aidostirttalUs letter It condaies Oat no evidence has itenfimd 
datQIeacateiatenMudYenihesh^nnentitfailfiomltsortgbieldesttnatlBninid 
sen Urn Europe. 

Please accept, ExceSexy.ew assurances t^t^htf^iestcaastdenslm. 


Tours siKertfy, 



dent CjL Staekelm 
Aesbassador 


Permanent Subcommittee on investigations 

PSI Minority Rpt-FN 156 
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State Secretariat for Ecoaemlc Aftaars 
Report of investigation 

Irreguiarity in the coarse of an oil traosaction under the 
*‘oi!‘*for-food” programme involving Glencore International ■ 

AG, Baar, Switzerland 

By letter dated t May 2001 (S/AC^5yM01/OCJ!17), the Secunty Council 
Committee established by resolacion 661 (1990) conceramg the sttnahon bettfcen 
Iraq and Kuwait Oiereinaiter referred to as *the Committee**) requested the Swiss 
suthcnttes to mvestigate the Swiss company named above Qierematter referred to as 
**ttie coQq>any**) and to provide ttie results of dieir mvestigatum of the fsets detailed 
m paxa^ph 1 below, as reported by the Umted Kations Oil Ovnseers (heremafter 
referred to as *tthe Overseen**); 

1. Facts reported to the Swiss avthorlties 

hi the course of exeeotmg contract MA>9/44 approved on 2 February 2001 
under die "oil-for-fooiT programme, the cos^ssy ^charged a shqnsent of 1 
miSioa barrels of Iraqi crude oil from the vessel *TreBt nqile* m Crottia, whereas 
the commercial docttments, parttcularly the letter of aedi^ drawn np by the 
company for calcolatiag die purchase pnca of the crude oil gave the destiaatian as 
die United States. Smce die company had paid the purchase pnce for Iraqi crude oil 
destmed for die United States maricet; a odier wcii^ some $US 3 million leas than 
die pnce for crude oil destmed for die European mad^ it onlaw&Ily ecnehed itself 
by this amo^ When quesdoned on the subject by the Overseers, the company 
stated that the cargo was' simply being stored in transit tm an intermediate basis a 
the dee port of Onusid) in Croatia, pendmg its fin a l shqanesc to die United States, 
and diat die **traiisshipme&t prohibited'* clause would be violated only if oQ was 
transfenxd «^ucdy dom one shqi to aaio&er, not if It was stmed on an intermediate . 
basis m a shore ta^ as had happened tn the present case 

At die Overseers* request; die company amended die commercial docninents to 
indicate ^Europe** as die destmatton, raflief thao the “United States*, so that it could 
pay die United Katioai eathonties the differ en ce m price between oil destmed for 
the United States sod oil destined for Europe. 

2. BivestigatioBoraiecompaBybytheSwtoantiiodtKs 

On-the basis of die nxfoaaatton communicated to diem by the Committee (see 
. para I'above), die competest Swiss aa diot it ies, namely, (he State Secretanat fctt 
Economk Afifein, began an mvestigatiott into the company on 25 Mi^ 2001 the 
eompairy was a^d to give Its explansttcs of fee fects reported by die United 
Kations tad to provide all die necessary docomeatatioa in its defence. 

On 7 lone 2001, the compaiQr’s lawyer rqiKed in detail to the Seeretariat*s 
qnestions and submitted copious documentation. Basically, (he following 
infbnnatton was provided 

The h£^09/4d contract is the only contract concloded between the company and 
the Iraqi anfeorxtzet (State Oil IXadcetmg Oigannatioo) Ei^t sh^*" *”** have been 
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made, mcludmg the 28 February 2001 (date of &e bill of ladmg) shipment 
(hereinafter referred to as “the shipment’*) on the vessel “Front Maple" of 1,024,790 
barrels which were discha^ed in Croatia 

By fax dated 23 ^ril 2001 addressed to the Overseers, the company Oleocore 
13K Ltd , actmg on b^alf of the Swiss company, gave its explanatioa of the 
shipment &e company had purchased die crude oU for delivery and use in the 
United States, which explained why the price had been calculated on die basis of the 
United States destinatioa indicated in &e letter of credit After bemg lifted h the 
Turiosh port of Ceyhan, the crude on had been stored on an intennediate basis m the 
free port of OmisalJ in Croatia, pending more favoorable marhet conditions for its 
final ^^>ment to die United States. Gieacore UK Ltd took &e posnion that 
intermediate stor^e of the shipment prior to finat dehvery to die United States did 
not eonstitate a prohibited transshipment or violate United Kahons regulations In 
any otiherwsy 

According to Glencore UK Ltd , on ^ilpments from Iraq under the 
food" progcanme were, in practice, regularly transshipped from one vessel to 
ano&er in the port of Fujairah a Saudi AnUa or had transited tiiroagh the pipelines 
of the SUMED system m the Mediteaaaeaa before their final delivery to Europe or 
die United S tates , without die United Kahons ever intervening on grounds of a 
posdble violatioa. 

The Secretariat is not In a positioa to verify fiie accuracy of fixis last aSegatioD: 
only die United Kadons authondes can do dus. In any case, foe sitnatwns mentioned 
do not ^iply in the present case 

Lastly, Glencore UK Ltd alleges foat, following the company’s 23 Apnl 2001 
fox, die United Kadons published an amendment to its regnladons whereby tt 
prohibited tnmsshqnneal forough SUMBD pip>ehnes 

If dlls ts tme, it would suggest that the term "transshipment" was not 
sufiScieady cl^ar . 

3. ConeXasioa 

3.i The investigaCion by foe Swiss aufooiihss found no evidence foat die eompaiyr 
httended to sell foe o& in Europe. While no such evidence was found, some doubts 
xemani, h diat foe mvesdgadm estabhshed foat the oil was indeed discharged tn 
— Eni ope a nd tt a nsfared - t on-fe c e port - H o w e v e f^ s u c h e a -epe raa eg co t LStitirtes ntifog r 
transshipment finm one vessel to another (a practice which foe United Kadons 
apparently allows) nor transit foroa^ SUMED pipelmes (a praedee whmh foe 
Umted Kadons qipears to have allowed initially but foen prtfoibited) 

3 2 Smee foe company, in order to conform to foe terms of foe "oil-'for-'foo^ 
programme;, amended foe commercal documents and paid the United Kahons foe 
diSerence between foe price originally agreed *»d die price actually owed, foe 
Secretar i a t does not consider it cppnqiriate to mstitnte procedures for foe revocation 
of die 9 September 1995 anfoonzahon to purchase baqi oil products 
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SUBJECT: UN/IRAQ: SECOND POST-1352 EXPERTS' DISCUSSION; 
US/UK PERMREPS’ MEETING WITH COUNCIL NAM AMBASSADORS 
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REF: USUN 1301 AND PREVIOUS 

(O) CIASSIFIEP BY: I | 

I PEASOMS: 1.5 (B/D) . 

1. SUMMftRlf: SECURITY COUBCIL IRAQ EXPERTS MET JOKE 5 TO 

COMTIHOE DISCUSSIONS ON THE NEW APPROACH TO IRAQ SET OUT IN 
UNSCR 1352. POLIOHING THEIR JUNE A DISCUSSION OF THE 
PROCESSING OF Oil FOR FOOD CONTRACTS USING THE GOODS REVIEH 
IIST (GRl) , THE EXPERTS TOOK OP THE SECOND MAJOR ISSUE AREA 
OF CONTROLLING THE FLOW OP GOODS AND REVENUES TO IRAQ THROUGH 
THE NEIGHBORING STATES. THE GROUP ALSO BEGAN DISCUSSION OF 
"OTHER ISSUES" IDENTIFIED IN RESOLUTION 13S2 WITH COMMENTS ON 
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EKD SUMMARY. 

NEIGHORING STATES ISSUES 


2. ON CONTROLLING THE FLOW OF GOODS AND REVENUES TO 

IRAQ THROUGH THE NEIGHBORING STATES, ISSUES OF CONCERN AMONG 
SECURITY COUNCIL EXPERTS WERE AS FOLLOWS: 

— CONSULTATIONS WITH NEIGHBORING STATES: THE U.S., UK, 
FRANCE, CHINA AND OTHERS SPOKE OF THE IMPORTANCE OF 
CONSULTING WITH JORDAN, SYRIA AND TURKEY — THE THREE STATES 
SHARING LAND BORDERS WITH IRAQ THAT WOULD BE AFFECTED BY THE 
PROPOSED MEASURES TO CONTROL THE FLOWS OF GOODS AND REVENUES. 

FRANCE SUGGESTED INVITING JORDAN, SYRIA AND TURKEY’S EXPERTS 
TO A MEETING OF COUNCIL IRAQ EXPERTS, WHILE RUSSIA PROPOSED 
BOLDING AN AMBASSADORIAL-LEVEL MEETING WITH THE AFFECTED 
STATES AND CALLED THE CONSULTATIONS AN IMPORTANT PUBLIC 
RELATIONS MEASURE. THE U.S. AND NORWAY URGED THE GROUP TO 
RESPECT THE SENSITIVITIES OF THE STATES IN QUESTION WITH 
REGARD TO CONSULTING ON IRAQ SANCTIONS. THE U.S. ENCOURAGE) 
ALL COUNCIL MEMBERS TO CONSULT BILATERALLY WITH THOSE STATES 
RATHER THAN PUTTING TKB4 IN AN "AWKWARD AND UNCOMFORTABLE" 
POSITION IN THIS DISCUSSION. THE UK INDICATED THAT IT WOULD 
SPEAK WITH THE NEIGHBORS ON WAYS TO ENGAGE IN CONSULTATIONS. 
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HELPING OR HURTING NEIGHBORING STATES; FRANCE SAID THAT 
CUWi! iUiiiUiiUl 

PAGE 04 USUN N 01314 01 OF 04 060009Z 

THE UK DRAFT SOUGHT TO ALTER THE LEGAL JORDANIAN BARTER 
ARRANGEMENT BY IMPOSING BORDER CONTROLS, MONITORING AND A 
GOODS NOTIFICATION PROCEDURE. FRANCE ARGUED THAT THE 
NEIGHBORING STATES WOULD NOT COOPERATE WITH THE PROPOSED 
arrangements if THESE WOULD HURT THEIR FINANCIAL INTERESTS OR 
CONSTRAIN THEM MORE THAN THEY ARE NOW. THE UK SAID THAT 
WHILE THE LEGITIMACY OF THE EXISTING JORDAN-IRAQ ARRANGEMENT 
WAS NOT IN QUESTION, THE COUNCIL HAD ACKNOWLEDGED A PROBLEM 
WITH THE FLOW FROM THE REGION OF GOODS AND X^VENUES TO IRAQ 
OUTSIDE UN CONTROL. THE UK RESOLUTION "PROPOSED BRINGING ALL 
LEGAL ARRANGEMENTS IN THE REGION INTO THE SAME FRAMEWORK." 

THE U.S. ACKNOWLEDGED THE CURRENT JORDANIAN ARRANGEMENTS BUT 
NOTED THAT NONE OF US WERE SATISFIED WITH THE CURRENT 
SITUATION AND IT HAD TO BE IMPROVED. ULTIMATELY, FRANCE 
SOUGHT A RESOLUTION THAT PROVIDED INCENTIVES FOR NEIGHBORING 
STATES TO BE INVOLVED IN THIS PROCESS. IT ALSO SOUGHT 
MAXIMUM ROOM FOR THE SECRETARY -CTNERAL TO MANEUVER IN WORKING 
WITH NEIGHBORING STATES. THE UK PARAMETERS, ACCORDING TO THE 
FRENCH, WERE TOO CONSTRAINING ON THE SECRETARY-GENERAL. THE 
U.S. ARGUED THAT THE SECRETARY-GENERAL WOULD WANT THE 
COUNCIL'S GUIDANCE AND THAT THE COUNCIL NEEDED TO STRIKE A 
BALANCE BETWEEN PROTECTING NEIGHBORING STATES' ECONOMIC 
INTERESTS AND PROTECTING THE SECURITY INTERESTS OF THE 
COUNCIL BY LIMITING THE FLOW OF DANGEROUS GOODS AND REVENUE 
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WHITE HOUSE FOR OVP 

E.O. 12958; DECL: 06/05/2011 
TAGS: ETTC, PREL, UNSC , IZ 

SUBJECT: UN/IRAQ: SECOND POST-1352 EXPERTS' DISCUSSION; 

OS/UK PERMREPS' MEETING WITH COUNCIL NAM AMBASSADORS 

i 8 l ilHP iBB >TWH a» 

PAGE 02 USUM N 01314 02 OF 04 060010Z 

TO IRAQ. THE OK POINTED OUT THAT THERE WERE ALREADY 
INCENTIVES BUILT INTO THE RESOLUTION THAT: (A) ALLOWED FOR 
FREE PRICING BETWEEN IRAQ AND THE STATE CONCERNED, AND (B) 
EXEMPTED ANY NATIONAL ESCROW ACCOUNTS FROM DEDUCTIONS FOR 
OTHER UN ACCOUNTS. 

— SAFETY NET FOR NEIGHBORING STATES: FRANCE ASSERTED THAT 
THE RESOLUTION ELABORATING THE HEW APPROACH NEEDED TO INCLUDE 
A MECHANISM TO COMPENSATE JORDAN, SYRIA AND TURKEY IF IRAQ 
RETALIATED AGAINST THEIR COOPERATION WITH THE COUNCIL BY 
SEVERING TRADE. THE FRENCH PROPOSED DRAWING ON THE UNCC, BUT 
HOT ON THE HUMANITARIAN ACCOUNTS FOR IRAQ, SINCE ONE OF THE 
COUNCIL’S GOALS WAS TO IMPROVE IRAQ’S HUMANITARIAN SITUATION. 
THE UNMOVIC ACCOUNT ALSO HAD FUNDS AVAILABLE. 


Redacted By 

Permanent Subcommittee 
on Investigations 


— SAFETY NET (CONTINUED) : FRANCE THOUGHT THE SAFETY NET 
SHOULD ADDRESS ANY COUNTRIES' REQUESTS FOR COMPENSATION, EVEN 
rnNwinHiwiiM 
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THOSE THAT WERE NOT NEIGHBORS TO IRAQ. FRANCE ARGUED THAT, 
SINCE NON-NEIGHBORING STATES TRADED WITH IRAQ, THEY ALSO 
SHOULD BE SUBJECT TO NEW ARRi^GEMENTS — SUCH AS THE PROPOSED 
INSPECTIONS OF FLIGHTS TO IRAQ — AND SHOULD BE COMPENSATED 
IF IRAQ RETALIATED. THE UK CLARIFIED THAT ONLY JORDAN, SYRIA 
AND TURKEY WOULD BE REQUIRED TO IMPLEMENT NEW CUSTOMS AND 
FINANCIAL ARRANGEMENTS BECAUSE ONLY THEY IMPORTED IRAQI OIL 
AND THEREBY PROVIDED IRAQ WITH SUBSTANTIAL REVENUES. IRAN 
DID NOT IMPORT IRAQI OIL OR TRADE HEAVILY WITH IRAQ, AND 
THEREFORE DID NOT NEED TO ADOPT FINANCIAL OR TRADE CONTROLS. 
THE COUNCIL SHOULD WORK WITH IRAN ON PREVENTING OIL SMUGGLING 
THROUGH ITS WATERS, AND THE RESOLUTION OFFERED IRAN CUSTOMS 
ASSISTANCE. THE U.S. SAID THE ARRANGEMENTS FOR NEIGHBORING 
STATES WERE INTENDED TO MINIMIZE ILLEGAL PLOWS OF GOODS AND 
REVENUES TO IRAQ, AND WERE NOT /NOT RELATED TO THIRD 
COUNTRIES' UN CHARTER ARTICLE 50 REQUESTS FOR COMPENSATION 
FOR THE ECONOMIC COSTS OP SANCTIONS. ANY SAFETY NET 
DISCUSSIONS NEEDED TO BE SEPARATE FROM ARTICLE 50 CLAIMS AS 
THEY WERE SPECIFICALLY RELATED TO NEIGHBORING STATES AND THE 
RESOLUTIONS' PROPOSALS. THE U.S. AGREED WITH BANGLADESH THAT 
THE PROPOSED ARRANGEMENTS WOULD NOT SUPERSEDE THE RIGHT OF 
STATES TO MAKE ARTICLE 50 REQUESTS TO THE 661 COMMITTEE. 

— ASSISTANCE FOR THE KURDS: FRANCE ^^KEO HOW THE NEIGHBORING 
STATES PROVISIONS WOULD AFFECT THE FLOW OF REVENUES TO THE 
KURDS WHO THEY SAID WERE THE MAJOR BENEFICIARIES OF THE 
IIJ£6^ IRAQ-TURKBY TRADE. THE KURDS CHARGED TRANSIT PEES 
AND ACTED AS MIDDLEMEN IN THE SALE OF IRAQI OIL TO TURKEY, 

AND WOULD LOSE IF IRAQ SEVERED TRADE WITH TURKEY. THE UK AND 
U.S- APPRECIATED THE CONCERN FOR THE KURDS, BUT ASSERTED THAT 
KURDISH INTERESTS WERE PROTECTED. ( 


-- NATIONAL ESCROW ACCOUNTS VS. BARTER: FRANCS ASSERTED THAT 
THE UK DRAFT BLURRED THE DISTINCTION BETWEEN THE PROPOSED 
BARTER ARRANGEMENTS AND NATIONAL ESCROW ACCOUNT ARRANGEMENTS 
BY OBLIGING THE STATES TO NOTIFY ALL CONTRACTS TO THE 
SECRETARIAT UNDER EITHER ARRANGEMENT. 

— CAP ON NEIGHBORING STATES OIL FLOWS: FRANCE ARGUED THAT 
THE UK-PROPOSED CAP (150,000 EARRELS/DAY) ON JORDAN, SYRIA 
AND TURKEY’S OIL IMPORTS FROM IRAQ WAS TOO LOW SINCE SYRIA 


1.4(B), 1.4(D) 
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TURKEY PRESENTLY IMPORTED OVER 200,000 BARRELS/DAY OF 
IRAQI OIL. 

OIL SURCHARGE 


3. ISi^ON MINIMIZING IRAQ’S OIL SURCHARGE, THE ISSUES OF 
CONCERN TO COUNCIL EXPERTS WERE AS FOLLOWS: 
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— RUSSIAN OBJECTION: RUSSIA OPPOSED SETTING INTERNATICmAL 
CRITERIA FOR COMPANIES ELIGIBLE TO PURCHASE IRAQI OIL AND 
MAINTAINED THAT NATIONAL MEASURES WERE ADEQUATE TO WEED OUT 
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COMPANIES PAYING THE SURCHARGE. RUSSIA WONDERED P7HY THEY 
WOULD NOT BE COMPENSATED IF THEIR COMPANIES WERE PENALIZED. 
THE U.S., UK, NORWAY AND IRELAND ARGUED THAT COLLECTIVE 
MEASURES WERE NECESSARY. NATIONAL MEASURES, ON WHICH THE 
SYSTEM RELIED AT PRESENT, WERE CLEARLY NOT SUFFICIENT SINCE 
IRAQ CONTINUED TO COLLECT SIGNIFICANT SURCHARGES. THE U.S. 
EMPHASIZED THAT THE INTENTION WAS NOT TO DAMAGE LEGITIMATE 
TRADERS, AND OFFERED TO WORK WITH RUSSIA TO ADDRESS ANY 
CONCERNS THAT THE MEASURES WOULD HURT RUSSIAN COMPANIES. 

— TIMELINESS; FRANCE WORRIED ABOUT DELAYS IN ESTABLISHING 
THE PROPOSED SYSTEM, AND WANTED A DEADLINE FOR THE 661 
COMMITTEE TO PREPARE THE LIST OF COMPANIES. THE UK AGREED 
THAT THE RESOLUTION MIGHT SET SUCH A DEADLINE. FRANCE 
INVITED COUNTRIES TO WEED OUT THEIR OWN LISTS OF OIL TRADERS 
BEFORE THE NEW SYSTEM WAS OPERATIONAL. THE UK EXPLAINED THAT 
UK LAW DID NOT PERMIT THE GOVERNMENT TO BAR COMPANIES FROM 
PURCHASING IRAQI OIL. THE UK WOULD REQUIRE INTERNATIONAL LAW, 
SUCH AS THE PROPOSED RESOLUTION, TO DO SO. IRELAND INDICATED 
THAT IT SHARED THE OK DIFFICULTY IN THIS REGARD. BANGLADESH 
AND CHINA QUESTIONED WHICH BODY WOULD DETERMINE WHICH 
COMPANIES MET THE CRITERIA -- THE COMMITTEE, THE SECRETARIAT, 
OR NATIONAL GOVERNMENTS. 

— OBJECTIVITY: CHINA AND RUSSIA EXPRESSED CONCERN THAT 
POLITICAL INTERESTS WOULD INFLUENCE THE COMPOSITION OF THE 

PAGE 03 USUN N 01314 03 OF 04 060010Z 

LIST BY THE 661 COMMITTEE, NORWAY ARGUED THAT THE SECRETARY 

GENERAL COULD DEVISE OBJECTIVE CRITERIA THAT WOULD PRECLUDE 

POLITICIZATION. 

CIVILIAN FLIGHTS TO IRAQ 


ON AOTHORIZINO NON- IRAQI CIVILIAN FLIGHTS TO IRAQ, THE 
ISSUES OF CONCERN TO COUNCIL EXPERTS WERE AS FOLLOWS: 

— IMPLEMENTATION: FRANCE WAS CONCERNED ABOUT DELAYS IN 
ESTABLISHING THE INSPECTION SYSTEM FOR FLIGHTS TO IRAQ. 

FRANCE WANTED TO APPEND TO THE PROPOSED RESOLUTION A LIST OF 
COUNTRIES VOLUNTEERING TO CARRY OUT FLIGHT INSPECTIONS, WHICH 
WOUID INCLUDE FRANCE. THE UK CAUTIONED THAT ESTABLISHING THE 
LIST AND SETTING UP NATIONAL AND UN MONITORS WOULD TAKE TIME, 
SO ANNEXING THE LIST TO THE RESOLUTION MIGHT NOT BE POSSIBLE ! 

FRANCE WANTED TO ENSURE THAT THIS PARAGRAPH BECAME 
OPERATIONAL IIMEDIATBLY UPON THE ADOPTION OF THE RESOLUTION. 

-- NOTIFICATION PERIOD: FRANCE WANTED A TWO-DAY NOTIFICATION 
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PERIOD FOR FLIGHTS, NOT THE PROPOSED FIVE-DAY PERIOD. THE UK 
PROPOSED CONSULTING WITH THE SECRETARIAT TO DETERMINE HOW 
MUCH TIME WOULD BE REQUIRED TO FACILITATE INSPECTIONS. 

-- USE OF IRAQI AIRCRAFT; FRANCE ARGUED THAT IRAQI AS WELL 
AS NON-IRAQI AIRCRAFT SHOULD BE AUTHORIZED TO FLY 
INTERNATIONALLY. THE UK WAS RESISTANT TO THE FRENCH 
PROPOSAL. THE U.S. ARGUED THAT FRANCE SHOULD EMBRACE THE 
PROPOSAL TO ALLOW INTERNATIONAL CIVILIAN FLIGHTS TO IRAQ, 
WHICH ADDRESSED FRANCE'S HUMANITARIAN CONCERN. IRAQI FLIGHTS 


PAGE 04 USUN N 01314 03 OF 04 060010Z 

WERE NOT NECESSARY IN ORDER TO PROVIDE INTERNATIONAL AIR 

LINKS TO THE IRAQI PEOPLE. 

— INSPECTION OF RETURN FLIGHTS: FRANCE ASSERTED THAT ONLY 
FLIGHTS TO IRAQ AND NOT/NOT FLIGHTS FROM IRAQ SHOULD BE 
INSPECTED. THE U.S. ARGUED THAT FLIGHTS FROM IRAQ COULD 
CARRY BANNED NON-OIL EXPORTS, GOODS FOR RE-EXPORT, AND 
MILITARY EQUIIMBNT FOR REPAIR. UKUN SIGNALLED THAT IT MIGHT 
BE ABLE TO AGREE WITH FRANCE ON THIS POINT. 
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OFFICE OF FOraiGN ASSETS CONTROL 

IRAQI SANCTIONS REGULATIONS 
(31 C.F.R. PART 575) 

GUIDANCE ON PAYMENTS FOR IRAQI-ORIGIN PETROLEUM PURSUANT TO 
LICENSED PURCHASES 


SUMMARY 

• When specifically authorized by the 661 Committee and the 
Office of Foreign Assets Control ("OFAC") , United States 
persons are authorized to deal in, and to import into the 
United States, Iraqi-origin petroleum and petroleum products 
( See section 575.523 of the Iraqi Sanctions Regulations, 31 
C.F.R, Part 575, the "ISR") . 

• Such authorization does not authorize any transfer of funds or 
other financial or economic resources to or for the benefit of 
the Government of Iraq or a person in Iraq except transfers to 

^the 986 Escrow Account. 

BACKGROUND 

This guidance was developed in response to media reports that 
the Government of Iraq has attempted to force its oil customers 
to violate UN Security Counsel resolutions by demanding that 
they pay premiums in the form of surcharges, port fees or other 
payments into an Iraqi controlled account. 

GUIDANCE 

Following imposition of the economic embargo against Iraq, the 
Security Council of the United Nations became convinced of the 
need for equitable distribution of humanitarian relief to all 
segments of the Iraqi civilian population. United Nation's 
Security Counsel Resolution 706 (1991) authorized States to 
permit the import of petroleum and petroleum products 
originating in Iraq subject to the approval of each purchase of 
Iraqi petroleum and petroleum products by the Security Counsel 
Committee established by Resolution 661 (1990) following 
notification to the Committee by the State concerned; 
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and payment of the full amount of each purchase of Iraqi 
petroleum or petroleum products directly by the purchaser in the 
State concerned into an escrow account to be established by the 
United Nations and to be administered by the Secretary-General, 
exclusively to meet specified purposes. The specified purposes 
of the resolution were to purchase foodstuffs, medicine and 
materials and supplies for essential civilians needs, in 
particular health related materials, and for all feasible and 
appropriate United Nations monitoring and supervision for the 
purpose of assuring their equitable distribution to meet 
humanitarian needs in all regions of Iraq and to all categories 
of the Iraqi civilian population. This program has commonly 
been referred to as the "oil-for-food" program. 

The ISR provides that specific licenses may be issued on a case- 
by-case basis to permit United States persons to purchase Iraqi- 
origin petroleum or petroleum products from the Government of 
Iraq in accordance with the provisions of UNSC Resolution 986, 
other relevant Security resolutions, the Memorandum of 
Understanding, and other guidance issued by the 661 Committee 
{ISR § 575.523). Although any transaction ordinarily incident 
to a licensed transaction and necessary to give effect thereto 
is also authorized (ISR § 575.418), the ISR does not authorize 
any transfer of funds or other financial or economic resources 
to or for the benefit of the government of Iraq or a person in 
Iraq, except transfers to the 986 Escrow Account ( See , e.g. , ISR 
§§ 575.201; 575.203; 575.523(e); 575.526(b)). 

On December 15, 2000, the UN Iraqi Sanction Committee agreed to 
circulate a communication clarifying the position of the 
Committee regarding Iraq's attempts to impose "surcharges" on 
those seeking to purchase Iraqi oil. The text of that 
communication advised buyers of Iraqi oil of the following: 

1. The Sanctions Committee has not approved a surcharge of any 
kind on Iraqi oil. 

2. Payments for purchasing Iraqi crude oil cannot be made to a 
non-UN account. 

3. Therefore, buyers of Iraqi oil shall not pay any kind of 
surcharge to Iraq. 
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OFAC is aware of media reports that the Iraqi Government is 
attempting to force its oil customers to violate UN Security 
Council resolutions by demanding the they pay a premium into an 
Iraqi controlled account. OFAC is concerned about these reports 
and is looking into them very closely. 

UN Security Council resolutions unequivocally require that fees 
paid for Iraqi oil be deposited into a UN-controlled escrow 
account, where the funds can be used in the oil-for-food program 
to provide for the humanitarian needs of the Iraqi people. 

Paying a surcharge of any amount to Iraq would violate UN 
_Security Council resolutions and the ISR and deprive the Iraqi 
people of oil-for-food funds. The UN Sanctions Committee, 
representing every Security Council member including the U.S., 
has unanimously rejected this scheme. Iraq's attempted 
extortion of the international community has already cost the 
people of Iraq hundreds of millions of dollars in lost oil 
sales. This money would have gone into the UN-controlled fund 
for the benefit of the Iraqi people. 

U.S. persons who buy Iraqi oil on world markets should know the 
close attention that is focused, by OFAC in the U.S., and in all 
other jurisdictions, on the oil industry's dealings with Iraq. 

We would expect U.S. persons to reject Iraq's latest attempt at 
intimidation. Any transaction by a U.S. person involving 
violation of the U.S. economic embargo against Iraq may result 
in the imposition of criminal and/or civil penalties. 


12 - 22-2000 
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Current Class: UNCLASSIFIED 
Current Handling: n/a 
Document Number: 1997STATE120071 Channel: n/a 

AMEMBASSY CAIRO 

AMEMBASSY THE HAGUE 

INFO NSC WASHDC 0000 

SECDEF WASHDC//ISA// 0000 

JOINT STAFF WASHDC/ /JS :MEAF// 0000 

CIA WASHDC//RTT// 0000 

USCINCCENT MACDILL AFB FL 

CONUSNAVCENT/ /N2 /N3 /N3LCG/ / 

CTF FIVE ZERO 
COMDESRON FIVE ZERO 
MARLO BAHRAIN/ /OO/ / 

DIA WASHINGTON DC/ /PGI-2D/ / 

ONI WASHINGTON DC//211// 

UNCLAS STATE 120071 

E.O. 12958: NyA 

TAGS: MOPS, ETTC, EWWT, PREL, IZ 

SUBJECT: IRAQ SANCTIONS ENFORCEMENT: UPDATE TO SHIPPING 
PROCEDURES IN THE ARABIAN GULF 

1. THE RECENT PASSAGE OF UNSCR 1111, WHICH CONTINUES UNSCR 
986 {OIL FOR FOOD RESOLUTION) , HIGHLIGHTS THE NEED TO 
REMIND MARITIME NATIONS WITH MERCHANT VESSELS CARRYING 

UNCLASSIFIED 
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CARGO TO IRAQ OR OTHER PORTS IN THE NORTHERN ARABIAN GULF 
OF SHIPPING PROCEDURES ENFORCED BY THE MARITIME 
INTERCEPTION FORCE (MIF) . THESE SHIPPING PROCEDURES ARE 
DESIGNED TO ENHANCE THE DELIVERY OF LEGITIMATE HUMANITARIAN 
CARGOES TO IRAQ WHILE DETERING POTENTIAL SMUGGLING 
OPERATIONS. POSTS ARE URGED TO SHTkRE THE INFORMATION IN 
PARAGRAPH 2 WITH APPROPRIATE OFFICIALS IN THE MARITIME 
ADMINISTRATIONS OE'HOST COUNTRIES,- IF APPROPRIATE. THIS 
INFORMATION WILL ALSO BE TRANSMITTED IN AN INFORMATION 
BROADCAST TO MARINERS THAT WILL BE COPIED BY MAJOR SHIPPING 
SOURCES. USUN IS REQUESTED TO SHARE THIS INFORMATION WITH 
THE MISSIONS OF MARITIME NATIONS IN NEW YORK. 

2. BEGIN TEXT OF MARITIME SHIPPING NOTICE: 

1. SUMMARY: THE NAVAL INTERCEPTION EFFORT IN SUPPORT OP 
XJNITED NATIONS SANCTIONS PERTAINING TO IRAQ CONTINUES IK 
THE ARABIAN GULF AND OTHER AREAS WHERE VESSELS ARE INBOUND 
TO OR OUTBOUND FROM IRAQ. CARGO BOUND FOR AQABA OR 
TRANSSHIPMENT FROM AQABA WILL NORMALLY BE INSPECTED ASHORE 


Current Class: UNCLASSIFIED 
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, Current Class: UNCLASSIFIED Page: 

Current Handling: n/a 

Document Number: 1997STATE120071 Channel: 

BY A TE;U^ consisting of LLOYD'S REGISTER AND THE AQABA PORT 
AUTHORITY. VESSELS TRAVERSING THE NORTHERN ARABIAN GULF, 

THE SHATT AL~ARAB WATERWAY, OR KHAWR ABD-ALLAH WATERWAY 
SHOULD EXPECT TO BE QUERIED AND, IF BOUND FOR OR DEPARTING 
IRAQI PORTS, BOARDED BY MULTINATIONAL NAVAL UNITS ENFORCING 
UN SANCTIONS. DOCUMENTATION REQUIREMENTS FOR THE OFFICIALS 
IN AQABA AND THE NAVAL UNITS IN THE ARABIAN GULF ARE 
IDENTICAL. IRAQ-BOUND CARGOES OTHER THAN APPROVED FOOD, 

MEDICAL SUPPLIES, OR HUMANITARIAN ITEMS WILL NOT BE ALLOWED 
TO PASS. VESSELS NOT IN POSSESSION OF APPROPRIATE 
AUTHORIZATION LETTERS FROM THE UN MAY BE SUBJECT TO DELAY 
UNCLASSIFIED 

UNCLASSIFIED 
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UNTIL PROPER DOCUMENTATION IS OBTAINED. BONA FIDE MEDICAL 
SUPPLIES NOT UNDER THE UNSCR 986/1111 REGIME DO NOT REQUIRE 
A UN AUTHORIZATION LETTER; HOWEVER, SHIPMENTS OF MEDICAL 
SUPPLIES WHICH ARE APPROVED UNDER THE UNSCR 986/1111 
PROCEDURES DO REQUIRE A LETTER OF AUTHORIZATION FROM THE 
UN. ALL INBOUND FOOD SHIPMENTS, WHETHER OR NOT THEY FALL 
UNDER UNSCR 986/1111 PROCEDURES, REQUIRE UN AUTHORIZATION 
LETTERS. ALL NON-FOOD OR NON-MEDICAL HUMANITARIAN 
COMMODITIES REQUIRE AUTHORIZATION LETTERS FROM THE UN. 

2, UN SECURITY COUNCIL RESOLUTION 986/1111: THE 
IMPLEMENTATION OF THIS RESOLUTION DOES NOT AFFECT THE 
MISSION OF THE MULTINATIONAL FORCES OPERATING UNDER THE 
AUTHORITY OF UNSCR 661 (1990), UNSCR 665 (1990), AND OTHER 

RELEVANT RESOLUTIONS. CERTAIN REVISED OPERATING PROCEDURES 
ARE SET FORTH IN THIS NOTICE TO ACCOUNT FOR THE 
REQUIREMENTS OP UNSCR 986/1111 AND THE ANTICIPATED INCREASE • 

OF SHIPPING TRAFFIC IN THE NORTHERN ARABIAN GULF. SHIPS 
TRAVERSING THE ENFORCEMENT AREA IN THE ARABIAN GULF SHOULD 
EXPECT DELAYS STEMMING PROM MARITIME INTERCEPTION 
OPERATIONS. STRICT ADHERENCE TO THE PROCEDURES IN THIS 
NOTICE WILL MINIMIZE ANY DELAYS ASSOCIATED WITH SEABORNE 
INSPECTIONS . 

3 . THE FOLLOWING REQUIREMENTS ARE IN EFFECT FOR ALL IRAQ- 
BOUND SHIPPING TRAVERSING THE MARITIME INTERCEPTION 
OPERATIONS AREA IN' THE ARABIAN GULF; 

A. NOTIFICATION: A MINIMUM OF ~2 HOURS ADVANCE NOTIFICATION 
IS REQUIRED PRIOR TO ARRIVAL AT THE ENFORCEMENT AREA. 

CONTACT THE MARITIME INTERCEPTIBN FORCES (MIP) COORDINATOR, 

U.S. NAVAL FORCES, CENTRAL COMMAND (BAHRAIN) BY FAX (973- 

724-344 OR 973-724-334) OR LETTER (SEE PARAGRAPH 8) THE 
UNCLASSIFIED 
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Current Class: UNCLASSIFIED Page: 

Current Handling; n/a 

Document Number: 1997STATE120071 Channel: 

UNCLASSIFIED 
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FOLLOWING INFORMATION MUST BE INCLUDED: 

(1) VESSEL NAME; 

(2) VESSEL FLAG; 

(3) INTERNATIONAL RADIO CALL SIGN; 

(4) ITINERARY, INCLUDING PORT OF CARGO ORIGIN; 

(5) DESCRIPTION OF CARGO; 

(6) VOLUME OF CARGO; 

(7) NUMBER OF HOLDS; 

(8) DIMENSIONS OF HOLDS; 

{9) IDENTIFICATION OF THE VESSEL’S SHIPPING AGENT; 

(10) IDENTIFICATION OF THE VESSEL’S OWNERS; 

(11) IP REQUIRED (REFER TO PARAGRAPH 1), UN SECURITY 
COUNCIL LETTER SHOWING SERIAL NUMBER, ISSUE DATE, AND 
EXPIRATION DATE; 

(12) ESTIMATED ARRIVAL DATE AND TIME AT THE CHECKPOINT (SEE 
PARAGARGAPH 3 .C) . 

B. CARGO CONFIGURATION: ALL CARGO MUST BE ACCESSIBLE FOR 
INSPECTION AT SEA. CARGO CARRIERS ARE RESPONSIBLE FOR 
LOADING CARGOES TO ENSURE ACCESSIBILITY. THE FOLLOWING 
SPECIFIC GUIDANCE APPLIES: 

(1) CONTAINERIZED CARGO: CARGO CONTAINERS MUST NOT BE 
STACKED MORE THAN THREE HIGH FROM THE DECK. AS A SAFETY 
PRECAUTION TO PROTECT INSPECTION TEAMS, CONTAINERS STACKED 
MORE THAN THREE HIGH WILL BE CONSIDERED INACCESSIBLE. THIS 
PROVISION APPLIES BOTH TO INTERNAL AND DECK-LOADED 
CONTAINERS . 

(2) BREAK BULK: PACKAGED OR BAGGED CARGO MUST BE LOADED IN 

A MANNER WHICH PERMITS THOROUGH INSPECTION. PALLETIZED ROWS 
OP CARGO REQUIRE ADEQUATE SEPARATION TO ALLOW FOR SAFE 
ACCESS , 

(3) LOOSE BULK: LOOSE BULK CARGO MUST BE ACCESSIBLE FOR 

UNCLASSIFIED 
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PHYSICAL AND VISUAL INSPECTION, VERIFICATION OP MEASUREMENT 
SOUNDINGS, AND SAMPLING. HATCH COVERS MUST BE OPENED TO 
ALLOW THROUGH INSPECTION, 

(4) IP A VESSEL'S CARGO IS DEEMED INACCESSIBLE FOR 
INSPECTION, THE VESSEL MAY BE DIRECTED TO RETURN TO A PORT 
WHERE ACCEPTABLE CARGO LOADING CAN BE ARRANGED. 

C. CHECKPOINT; VESSELS BOUND FOR OR DEPARTING FROM IRAQI 
PORTS OR THE MINA AL-BAKR OIL TERMINAL MUST PASS WITHIN A 
FIVE-NAUTICAL-MILE RADIUS OF LATITUDE TWENTY-NINE DEGREES 
THIRTY-TWO MINUTES NORTH, LONGITUDE FORTY-NINE DEGREES 

Current Class: UNCLASSIFIED 
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Current Class: UNCLASSIFIED Page: 

Current Handling: n/a 

Document Number: 1997STATE120071 Channel: 

FOURTEEN MINUTES BAST {29-32N, 049-14E) . APPROACHING 

VESSELS SHOULD CONTACT THE MIF COMNANDER ON BRIDGE-TO- 
BRIDGE RADIO, CHANNEL 16, WHEN WITHIN FIVE NAUTICAL MILES 

OF THIS POINT. VESSELS WILL NOT BE PERMITTED TO PROCEED 
FROM THIS POINT UNTIL CLEARED BY THE MIP COMMANDER. VESSELS 
CONTAINING CARGOES FOR DESTINATIONS OTHER THAN IRAQ WILL 
NOT BE ALLOWED PASSAGE INTO IRAQ. 

D. VESSEL TONNAGE LIMIT: VESSELS UNDER 30,000 DWT WILL NOT 
BE AUTHORIZED TO PROCEED TO MINA AL-BAKR FOR THE PURPOSE OF 
LOADING PETROLEUM CARGOES. 

E. DOCUMENTATION: VESSEL DOCUMENTATION MUST CONFORM TO THE 
FOLLOWING REQUIREMENTS : 

(1) AN ORIGINAL MANIFEST LIST, DESCRIBING THE CARGO AS WELL 
AS ITS LOCATION IN THE SHIP, MUST BE ON BOARD. THE ORIGINAL 
MANIFEST MUST INCLUDE THE PORT OF ORIGIN, PORTS OF CALL, 
COMPLETE BUSINESS NAMES AND ADDRESSES OP ALL SHIPPERS AND 
CONSIGNEES, AND A FINAL DESTINATION OF ALL CARGO. A 
COMPLETE BUSINESS ADDRESS MUST INCLUDE EITHER THE STREET 
ADDRESS; A PROMINENT IDENTIFIABLE GEOGRAPHIC LOCATION; OR A 
POST OFFICE BOX PLUS A TELEPHONE OR FAX NUMBER. 

UNCLASSIFIED 
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(2) CARGO ADDRESSED TO A FREE-TRADE ZONE MUST HAVE THE 
NAME, ADDRESS AND TELEPHONE OR FAX NUMBER OF THE CONSIGNEE 
TAKING CUSTODY OF THE CONTAINER OR CARGO. 

(3) . CONSIGNEE NAMES AND ADDRESSES ON ALL CARGO MUST MATCH 
THE MANIFEST. 

(4) THE MANIFEST MUST BE SIGNED IN THE ORIGINAL BY THE 
VESSEL’S MASTER OR CHIEF MATE. THE MANIFEST MAY BE ON 
SHIPPER'S LETTERHEAD, FAX, PHOTOCOPY, OR COMPUTER PRINTOUT, • 
BUT IT MUST BEAR AN ORIGINAL SIGNATURE, CONTAIN ALL THE 
INFORMATION LISTED ABOVE, AND OTHERWISE COMPLY WITH NORMAL 
MARITIME TRANSPORT" TRACTICE, 

(5) THE ORIGINAL MANIFEST MAY CONSIST OF MORE THAN ONE 
DOCUMENT IF THERE ARE AMENDMENTS THAT LIST CARGO DROPPED 
OFF AT A GIVEN PORT, OR CORRECT THE ORIGINAL MANIFEST. 

THESE AMENDMENTS MAY ORIGINATE FROM THE SHIPPER OR CARRIER. 
SINCE -ADDITIONAL DOCUMENTS MAY BE TRANSMITTED TO A VESSEL 
BY SUCH MEANS AS TELEGRAM OR FAX, THEY NEED NOT BEAR AN 
ORIGINAL SIGNATURE. HOWEVER. THE MASTER IS REQUIRED TO 
CERTIFY IN WRITING THAT THE AMENDED MANIFEST ACCURATELY 
REFLECTS WHAT IS .ON BOARD THE VESSEL. THE UNDERLYING 
REQUIREMENTS ARE FOR ACCURATE DOCUMENTATION OF CARGO AND 
.DESTINATION, AND FOR A HIGH DEGREE OF CONFIDENCE THAT THE 
DOCUMENTS ARE AUTHENTIC.. 

Current Class: UNCLASSIFIED 
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Current Class: UNCLASSIFIED Page: 6 

Current Handling: n/a 

Document Number: 1997STATE120071 Channel: n/a 

(6) IF APPLICABLE, THE CARGO DOCUMENTATION MUST INCLUDE A 
COPY OF THE AUTHORIZATION ISSUED BY THE UN PURSUANT TO 
UNSCR 661 OR UNSCR 986/1111. REFER TO PARAGRAPH 1 ABOVE FOR 
SPECIFIC AUTHORIZATION REQUIREMENTS. 

4. VESSEL PRE-CLEARANCE: 

A. OIL TANKERS INBOUND TO THE MIKA AL-BAKR TERMINAL 
PURSUANT TO UN AUTHORIZATION UNDER UNSCR 986/1111 WILL 

UNCLASSIFIED 
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NORMALLY BE AUTHORIZED TO PROCEED UNINTERRUPTED THROUGH THE 
CHECKPOINT DESCRIBED IN PARAGRAPH 3C. ADVANCE NOTIFICATION ' 

AND CHECK-IN ON CHANNEL 16 ARE STILL REQUIRED. 

B. VESSELS TRANSPORTING BULK HUNANITARIAN CARGOES ARE 
INVITED TO CONTACT THE MIF COORDINATOR PRIOR TO SAILING TO 
EXPLORE PRE-CLEARANCE OPTIONS WHICH USE VOYAGE MONITORING 
METHODS AND CARGO LOADING CERTIFICATION FROM APPROVED 
AGENTS. THE MIF COORDINATOR MAY CONSIDER ALTERNATE PRE- 
CLEARANCE PROCEDURES ON A CASE-BY-CASE BASIS. 

C. NOTWITHSTANDING THE PRE-CLEARANCE OPTIONS DISCUSSED 
ABOVE, THE MULTINATIONAL NAVAL FORCES RETAIN THE RIGHT 
UNDER UNSCR 665 AND OTHER RELEVANT RESOLUTIONS TO CONDUCT 
DOCUMENT CHECKS AND AT-SEA INSPECTIONS OF ANY VESSEL WHEN 
DEEMED NECESSARY. 

5. INCOMPLETE DOCUMENTATION: IRAQ-BOUND VESSELS WHICH ARE 
DETERMINED TO HAVE INCOMPLETE CARGO MANIFESTS, OR TO BE 
OTHERWISE IN VIOLATION OP THE REQUIREMENTS LISTED IN THIS 
ADVISORY, MAY BE DETAINED BY THE NAVAL FORCES OR DIVERTED 
TO A NON-IRAQ PORT UNTIL APPROPRIATE CONDITIONS ARE MET. 

6. PETROLEUM EXPORTS AND BUNKER FUEL NOT APPROVED BY THE 
UN: OUTBOXnJD VESSELS ARE SUBJECT TO SEARCH BY THE MIF. IF 
AN INTERCEPTED VESSEL IS SUSPECTED TO BE CARRYING A CARGO 
OF IRAQI PETROLEUM, PETROLEUM PRODUCTS, OR HAS TAKEN ON 
IRAQI BUNKER FUEL-WITHOUT UN AUTHORIZATION, THE MIF WILL 
TAKE CARGO AND BUNKER FUEL SAMPLES FOR LABORATORY ANALYSIS, 
EXAMINATION, AND COMPARISON WITH IRAQI CONTROL SAMPLES. 

VESSELS SUSPECTED OF, VIOLATING UN SANCTIONS MAY BE DETAINED 
AND IP IT IS DETERMINED THAT A PETROLEUM CARGO IS OF IRAQI 
ORIGIN, THE CARGO WILL BE SEIZED AND DISPOSED OF IN 
ACCORDANCE WITH UNSCR 778. IN SUCH CASES, THE VESSEL AND 
CREW MAY ALSO BE SUBJECT TO ENFORCEMENT ACTIONS BY AN 

UNCLASSIFIED 
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Current Class: UNCLASSIFIED 
Current Handling: n/a 
Document Number: 1997STATE120071 
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Channel: n/a 


ACCEPTING UN MEMBER STATE. 

7. CRUISE AND PASSENGER SHIPS: CRUISE OR PASSENGER SHIPS 
TRAVERSING THE MIF ENFORCEMENT AREA WILL BE SUBJECT TO THE 
FOLLOWING REQUIREMENTS: 

A. VESSELS WITH NO COMMERCIAL CARGO CARRYING CAPACITY MAY 
ARRANGE FOR EXPEDITIOUS TRANSIT THROUGH THE ENFORCEMENT 
AREA BY FORWARDING CERTIFICATION FROM A MEMBER OF THE 
INTERNATIONAL ASSOCIATION OF CLASSIFICATION SOCIETIES 
(LACS) THAT THE SHIP HAS NO SUCH CAPACITY . THE 
CERTIFICATION MUST BE SENT BY LETTER. OR PAX AT LEAST SIXTY 
DAYS PRIOR TO TRANSIT. 


B. A PASSENGER VESSEL ARRIVING IN THE ENFORCEMENT AREA 
WHICH HAS NOT COMPLIED WITH THE REQUIREMENTS OP PARAGRAPH 
~.A WILL BE BOARDED AND INSPECTED DURING DAYLIGHT HOURS. IF 
IT IS DETERMINED THAT THE VESSEL HAS NO COMMERCIAL CARGO 
CARRYING CAPACITY, ITS IDENTIFICATION WILL BE RECORDED, SO 
THAT IT MAY BE. VISUALLY IDENTIFIED AND NOT BOARDED DURING 
SUBSEQUENT TRANS ITS - 

8. FOR MERCHANT ADVISORY UPDATES, VESSELS SHOULD CONTACT 
THE COMMANDER, U.S. NAVAL FORCES CENTRAL COMMAND, MARITIME 
INTERCEPTION COORDINATOR (N3LCG) , FPO AE 09501-6008. THE 
FAX NUMBER IS 9-3-~24-344 OR 9-3--24-334. THE VOICE 
TELEPHONE. IS 9V3--24-a39 OR 973-~24 - 841 . 


-- END TEXT OF UPDATED MARINER NOTICE 


3. DEPARTMENT POC FOR MIF MATTERS IS 
USN, C jj 
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Message Printed on 2/21/2003 7:-i2:59 AM by RL RefNara: RL2112420 

From/To: Petrian Shipbrokers 

Msg Recvd/Delivered: 2/20/2003 9:23:54 PM 

ATTN; Paul Martin 

SUBJ; ARGOSEA / MILLENIUM 


REF: MHR2112420 

FROM: ODIN MARINE, INC. - LARGE TANKER DEPARTMENT 
DATE: 2/20/2003 
TIME: 9:23:54 PM 

ATTN: Paul Martin 

SUBJ: ARGOSEA / MILLENIUM 

ARGOSEA / MILLENIUM 


WE HAVE RECEIVED THE FOLLOWING THIS EVENING FROM THE CHARTERERS 

1. We would like to reconfirm the basis of our agreement when we 
first chartered the vessel and reiterate that nothing has changed 
despite the received queries from the Owner and you should not be 
concerned whatsoever. We would further like to confirm that 
neither you as Brokers nor the Owners of the vessels would be 
subject to any law enforcement in whatever matter and in whatever 
jurisdiction since this is a recognized and approved transaction by 
the concerned parties involved. 

2. We further undertake to indemnify Odin Marine and the Owners for 
any harm, losses, or consequences that may arise out as a result of 
the operation of the vessels. As you had already been made aware 
from the beginning that not much information could be shared, the 
whole operation is done in line with certain protocols and special 
agreements . 

3. It is essential at this time to reemphasize once again the 
confidentiality of the entire operation and that all parties must 
maintain the highest level and utmost confidentiality in all 
aspects of this operation, 

4. The safe passage of the vessel while approaching MINA AL BAKR to 
load and its safe passage while loaded on "the return trip only 

endorses the above and the legitimacy of the operation. 

5. Regarding information on Millennium for the Trade of Raw 
Materials and Mineral Oils. Very briefly, it is part of SBIG S.A. 
which is a holding company for a number of well established 
businesses in the Middle Eadt involved in numerous' international 
business ventures. We are, in addition, the dealers for BMW, 

Rover, Land Rover, and Mini vehicles in Jordan and our most recent 
activity entails building a CKD plant for Land Rover in Jordan. 

More importantly, we have been awarded by the Government of Jordan 
a license to erect and operate a 60,000 barrels per day crude oil 
refinery with a total cost of approximately $600 million. 

6. It goes without saying that all information provided herein 
this e-mail must be kept in strict confidence and are solely 
provided for the addressee. 


REGARDS 

MICPiAEL RICHARDS 
ODIN MARINE INC 


Fax: 203-964-8115 

■ Permanent Subcommittee on investigations 

^^|SI^linoritj^gt-FN^0^ 
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Berkovitz, Da 

From: HJaffei 
Sent: Thursday, March 24, 2005 9:45 AM 

To: Berkovitz, Dan (HSGAC) 

Subject: Re: Correct e-mail? 

Dear Dan: 

Set forth below is the response to your recent questions. If you have any ftirther comments or questions do not 
hesitate to call. 


Redacted by the 
Permanent Subcommittee 
on Investigations 


Regards, 

Howard 

CONFIDENTIAL AND SUPPLEMENTAL DISCLOSURE 
To: Dan Berkovitz 

For the Senate Permanent Su bcommittee on Investigations Committee on Homeland Security and Governmental 
Redacted by the 
Peemanent Subcommittee 
^_^_^iUnvcsti£ations_^___^ 

From: Howard A. Jaffe 
For: Odin Marine. Inc. 

Redacted by the 
Permanent Subcommittee 
on Investigations 
Date: March 24, 2005 

Dear Dan: 


Redacted 

by 

Permanent Subcommittee 
^^^^^^^__onJ[nvestigations__ 


With regard to the other issues you raised we respond as follows: 


Permanent Subcommittee on Investigations 

PSI Minority Rpt-FN 211 


11/21/2005 
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1 . Disc^iarge and pick up activities of certain chartered vessels- 

The Charters you inquired of were term charters, as we heretofore explained, and so Odin's knowledge is iimited 
to information extracted from e-mails in Its files. Subject to the foregoing Odin, to the best of its knowledge, 
believes the following information to be accurate: 

Mft Seacross il C/P 2/07/03 

Loaded Khor Al Amaya (KAA) 03/16/03 

Discharged: via Ship to Ship (STS) to T/T Marine Padfic at Fujairah 
03/27/03 

M/T Violando C/P 2/08/03 

Never loaded or discharged under this dP. 

M/T Sea Victory C/P 2/17/03 
Loaded KAA 03/01/03 

Disdiarged: via STS T/T Marine Pacific at Fujairah 03/22/03 

M/T Arcadian I C/P 02/14/03 

Loaded Mina Al Bakr 03/01003 

Disdiarged; via STS M/T Empress des Mers 05/10/03 

M/T Artemis/JNSL C/P 01/27/03 

Loaded: Aqaba 02/05/03 {believe slow loading) 137,024.345 M. Tons 
Arab Light Crude Oil 

Discharged: 03/22/03 eta Aden at which time it is believed discharge ocojred 
MT Argosea C/P 2/06/03 

Loaded: KAA 02/12-18/03 985,333 barrels of Basrah Light Crude Oil 
Discharge: Appears initially ordered to Aqaba to discharge with eta 
04/07/03; voyage orders were then changed for discharge at Aden eta 
04/04/03; then ordered to Aqaba again where It disdiarged on 04/18/04. 

Vessel was redelivered to owner about 04/27/03. 


Redacted 

by 

Permanent Subcommittee 
on Investigations 


n/21/2005 
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Redacted 

by 

Permanent Subcommittee 
on Investigations 

Respectfully submitted, 
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Howard A. Jaffe 


11/21/2005 
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Peter Boks 

02/18/2003 05:37 PM 


To: sevan@un.org 

cc- 

For your info. Encrypted Mail 


Benon, 

Just to let you know: 

Tv. "Argosea" has completed loading from Khor Al Amayah. 

Rumour is that following vessel's are scheduled to load at the same location; 

Tv. "Violanda", Tv. "Seacross 11", Tv. "New Jane", Tv. "Eagle", Tv, "Artines" & Tv. " Navarino" 

Product if offered on the market by a company Apex Oil & Trading, and is loaded under the 
"Jordanian agreement". 

In the meantime, it also seems that a cargo (Iraqi Crude Oil) was loaded in Aqaba on Tv. "Berge Chief . 
Please cal! me if more info is required. 

Best regards, 

Peter 


Permanent Subcommittee on Investigations 

^^SIMInoritj^RgtdF^^ 
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Message Printed on 2/5/2003 9:59:31 AM by RL RefNum; RL2084656 

From/To: ("424802810" <4 2 4 802810@thennles.gr>} 

Msg Recvd/Delivered; 2/5/2003 9:16:10 AM 
SOBJ: ARTEMIS 


From: "424802810" <424802810@thermles.gr> 

To: LARGETANKER@ODINGROUP.COM 
Subject : 

Date: Wed, 5 Feb 2003 14:23:22 -00 
Message- Id: <4 12 00 32 3 51 4 2 322 4 20@thernile5.gr> 

Email sent via OTE Inmarsat-C LES Thermopylae, LES Id: 305 

Date/Txme 03-02-05/14-13 
MRN 921150 


TO : JORDAN NATIONAL SHIPPING LINES 
CC : ODIN MARINE INC. 

CC . POLEMBROS SHIPPING 

FM : M/T ‘ ’ ARTEMIS ’ ' 


NOTICE OF DELIVERY 


DEAR SIRS, 

PLEASE BE ADVISED THAT M/T ” ARTEMIS ” UNDER MY COMMAND 
ARRIVED AT "AQABA” ON FEBRUARY 05TH, 2003 AT 1530 HRS AND SINCE 
THIS DATE AND TIME HAS BEEN DELIVERED TO ’ ’THE MINISTRY OF ENERGY 
AND MINERAL RESOURCES, GOVERNMENT OF THE HASHEMITE KINGDOM OF 
JORDAN" , ACCORDANCE WITH THE TERMS AND CONDITIONS OF THE RELATIVE 
TIME CHARTER PARTY. 

BUNKERS ROB ON AM DELIVERY TIME : FUEL OIL * 239 M/TONS 

DIESEL OIL = 115 M/TONS 


YOURS FAITHFULLY 


MASTER 

CAPT.GEORGANTAS DIMITRIOS 


KINDLY PASS SAME TO ALL PARTIES CONCERNED. 

TKS/BRGDS 

MASTER 

NNNN 


Received: fromgalaxy.maritel.gr ([195.167.98.7]) 
by srvmrs.odinmarine.com (NAVGW 2.5.2. 9) with SMTP id M2003020509160123185 
for <LARGETANKER@ODINGROUP.COM>; Wed, 05 Feb 2003 09:16:03 -0500 
Received: fronithermles.gr (thermoc.thermles.gr [212.205.249.97]) 

by galaxy. maritel.gr (8.11.6/8.11.6) with SMTP id hl5EIsQ20415 
for <LARGETANKER@ODINGROUP.COM>; Wed, 5 Feb 2003 16:19*12 +0200 
Message-ID: <412003235142322420@thermles.gr> 


^SOdHiiorit^Rp^F?^44 
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Message Printed on 3/26/2003 8:U7;51 AM by RL RefNujn:Ri2171307 

From/To: (Capt. Ghazi Abu Laila) 

Msg Recvd/Delivered: 3/26/2003 8:07:40 AM 
SUBJ: Artemis / JNSL TCP 27 Jan 2003 


ODIN MARINE INC. 26 March 2003 
Re ; Artemis / JNSL 

TCP Dated 27 Jan 2003 

PLEASE NOTE BELOW WHICH RECEIVED FROM OWNERS ++ QUOTE ++ 


M/T ARTEMIS/JORDAN C/P 27/01/03 
LOI RECEIVED AND FOUND IN ORDER. 

WE HAVE ALSO NOW RECEIVED CONFIRMATION THAT THE OUTSTANDING MONIES 
FOR THE WAR RISK HAVE BEEN REMITTED, ALTHOUGH STILL NOT RECEIVED. 
IN THE SPIRIT OF COOPERATION, MASTER HAS BEEN ISTRUCTED TO RELEASE 
CARGO OF 137,024.345MT CRUDE OIL TO ADEN REFINERY COMPANY AND 
AL-HODA INTERNATIONAL TRADING CO, AT THE PORT OF ADEN WITHOUT 
PRODUCTION OF THE ORIGINAL BILL OF LADING. 


REGARDS 

POLEMBROS 

UNQTE 


Regards, 

Bob Lubbers 
ODIN MARINE INC. 

OFF TEL 203-969-3300 
OFF FAX 203-964-8115 
MOBILE TEL 203-559-9001 
MOBILE EMAIL rlniarine@aol.com 
HOME TEL 203-356-1115 
YAHOO MESSENGER Robert Lubbers 


End of Message 
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Message Printed on 3/30/2003 3:10:31 PM by TP RefNum: TP2177701 

From/To; ("Millenium Marine Division" <marine8sbigholclings . com>) 

Msg Recvd/Delivered: 3/29/2003 5:5'7:42 AM 
SUBJ: 


ReplyTo: <marine@sbigholdings . com> 

From: "Millenium Marine Division" <marine@sbigholdings . com> 

To: <argosea@super-hub.com> 

cc: <largetanker8odingroup.com>, <ops8petrian.co.uk> 

Subject: 

Date: Sat, 29 Mar 2003 12:56:23 +0200 

Message-Id; <FC1876CEBD085847B213148B8E7ED4BD01AE67(3hqmaii . sbig . com> 


MILLENNIUM FOR THE TRADE OF RAW MATERIALS & MINERAL OILS 
Phone +962 6 5608777 - Fax +962 6 5688009 


From: Marine & Oil Operations 
FAX: +962 6 5623112 
TELEX: 23662 AFICO JO 

To: Master of M/T ARGOSEA 
Fax 00870763257420 


CC: ODIN MARINE, Bob Lubbers 

<mai It o : larget anker 0odingroup.coin> largetanker0odingroup.com 
Fax 0012039648115 

CC: PETRIAN 

<mailto: ops0petrian . co .uk> opsOpet rian .co.uk 
Fax 00442072221346 


DATE:29.03.2003 


SUBJECT: CHARTERERS INSTRUCTIONS , 


DEAR CAPT, VLADIMIR 

FOLLOWING ARE CHARTERERS INSTRUCTIONS FOR THE VOYAGE FUJAIRAH/AQAEA . 

1- HEAVE UP ANCHOR AND PROCEED A.S.A.P AT FULL SPEED TO AQAEA, 
JORDAN TO DISCHARGE. 

2- REPORT TODAY YOUR SAILING TIME, BUNKERS ROB AND ETA 

3~ REPORT DAILY YOUR NOON POSITION, DISTANCE RUN, DISTANCE TO GO, 

AVG SPEED, ETA AND BUNKERS ROB. 


BEST REGARDS 


JAMIL SAYEGH 


Permanent Subcommittee on Investigations 

JPSminorit^Rgt-FN2^ 


Message Continues... 
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Page : 2 


RefNuir * 2177701 


MILLENNIUM 

[A Mime Part { - ) was detected here] 

Received: from psratp.com ([64.75.1.134]) 
by srvmrs.odinmarine.com (NAVGW 2. 5. 2. 9) with SMTP id M2003032905573205-1 
for <largetanker@odingroup.com>; Sat, 29 Mar 2003 05:57:32 -0500 
Received: from source ([128.121.227.37]) by exprod5mx75.postini.com 
([64.75.1.245]} with SMTP; 

Sat, 29 Mar 2003 05:57:32 EST 

Received: from trade3551 {[194.165.153.202]) by sbigholdings.com (8.12.6) 
h2TAvNgA036082; Sat, 29 Mar 2003 03:57:26 -0700 (MST) 

Reply-To : <marine@sbigholdings . cora> 

From: "Millenium Marine Division" <raarine@sbigholdings . com> 

To; <argosea0super-hub. com> 

Cc: <largetanker0odingroup.coin>, <ops@petrian.co.uk> 

Date: Sat, 29 Mar 2003 12:56:23 +0200 

Message-ID: <FC1876CEBD08 5847B213148B8E7ED4BD01AE67(ahqmail . sbig . coin> 
MIME-Version : 1.0 

Content-Type: multipart /alternative; 

boundary=" =_NextPart_000_0000_01C2F5F2 . A1831B90" 

X-Priority: 3 (Normal) 

X-MSMail-Priority t Normal 

X-Mailer: Microsoft Outlook, Build 10.0.2627 
X-MimeOLE: Produced By Microsoft MimeOLE V6. 00. 2800. 1106 
X-pstn-levels: (C:80.2266 M:98,8113 P:95.9108 R:95.9i08 S; 7.9823 } 
X-pstn-settings : 4 (1.5000:4.5000) pmCr 

X-pstn-addresses : from <marine(3sbigholdings . com> forward (user good) 
Qf Message 


id 
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.^ssage Printed on 3/31/2003 2:3t>:34 PM by RL RefNum:RL2179783 

From/To: Petrian Shipbrokers/Operations 
Msg Recvd/Delivered : 3/31/2003 2:35:25 PM 
SUBJ; Argosea / Millenium TCP 06 Feb 2003 


REF: RL2179783 

FROM: ODIN MARINE, INC. 

DATE: 3/31/2003 
TIME: 2:35:25 PM 

SUBJ: Argosea / Millenium TCP 06 Feb 2003 
ODIN MARINE INC. 31 March 2003 
Re : Argosea / Millenium 

TCP Dated 06 Feb 2003 

FOLLOWING RECEIVED FROM CHARTERERS ++ QUOTE ++ 

PLEASE NOTIFY OWNERS /MANAGERS OF M/T ARGOSEA THAT VESSEL IS PRESENTLY 
ENROUTE TO AQABA ETA 7 APRIL 03 TO DISCHARGE ITS CARGO OF CRUDE OIL 
{WITH POSSIBLE CHANGE OF DISPORT WITHIN THE TRADE AREA AGREED) . 

UPON COMPLETION OF THE VOYAGE, CHARTERERS SHALL REDELIVER THE NAMED 
VESSEL AT THE DISPORT. 

CHARTERERS WOULD LIKE TO THANK OWNERS FOR THEIR GOOD COOPERATION 
REGARDS 


Jamil Sayegh 

MILLENIUM Marine 4 Oil Division 


Unquote 

Regards, 

Bob Lubbers 
ODIN MARINE INC. 


OFF TEL 203-969-3300 
OFF FAX 203-964-8115 
MOBILE TEL 203-559-9001 
MOBILE EMAIL rlinarine@aol.coin 
HOME TEL 203-356-1115 
YAHOO MESSENGER Robert Lubbers 


End of Message 


Permanent Subcommittee on Investigations 

PSI Minority Rpt-FN 252 
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Message Printed on 4/1/2003 8:10:j.6 AM by RL RefNum:RL2180947 

From/To: SBIG Holdings 

Msg Recvd/Delivered: 4/1/2003 7:50:16 AM 
SUBJ: Argosea 


01/04 03 TUB 15:45 FAI 9e265e8S009 


.L_- 


SBIG HEAD OFFICE 










01.04,03 15:0S 

■jfTCC jo - ' • •: . 

»0009?9 APR 01 +3 1S2& PTS 
»05838342487191O 


01.04.03 13{08 

♦fTCC JD 

#001001 APR 01 +3 1S27 PTS 
#0583424871910+ 

» 424871 910=ARGS X* 

23842 AFICO JO 


FMe MILLENNIUM 

TO I MASTER OF AhQQSEA 


DEAR CAPT VLADIMIR 


PLS NOTE YOUR DISCH PORT IS ADEN IN YEMEN 
KINDLY advise TOUR ETA ADEN ANCHORAGE 


ALSO REPORT YOUR TODAY'S NOON POSITION 
RODS 


J. SAYEGH 
MILLENNIUM 

»424e7iv10::ARGS X 

23682 AFICO JO 
#NHNN 

#ITD 03-04-01 12i29j47 MSS 184087 


#TIME 001 .4 MINS 


Permanent Subcommittee on Investtgations 

^SIMinorit^Rg^F^^S^ 


End of Message - 




1398 


Message Printed on 4/3/2003 8:30:^6 AM by RL RefNu2n:RL2185834 

Frort/To: Sayegh/SBIG Holdings (private) 

Msg Recvd/Delivered: 4/3/2003 8:30:36 AM 
ATTN: Jarail Sayegh 

SUBJ: Argosea / Millenium TCP 06 Feb 2003 


REF: RL2185834 

FROM: ODIN MARINE, INC. 

DATE: 4/3/2003 
TIME: 8:30:36 AM 

ATTN: Jamil Sayegh 

SUBJ: Argosea / Millenium TCP 06 Feb 2003 
ODIN MARINE INC. 03 April 2003 
Re ; Argosea / Milleniom 

TCP Dated 06 Feb 2003 


PLEASE NOTE BELOW WHICH RECEIVED FROM OWNERS ++ QUOTE ++ 


TSAKOS SHIPPING AND TRADING S.A. 

DD : 03.04.2003 - Msg. No.: HH. 030403-02 

RE : MT ARGOSEA/MILLENNIUM TCP 06.02.03 

PLEASE PASS TO CHARTERERS 

Following message received from the ship’s Master. 

QUOTE 

23662 AFICO JO 

FM: MILLENNIUM 

TO: MASTER M/T ARGOSEA 

DR CAPT VLADIMIR 

YR DISPORT IS ADEN, YEMEN, PLS NOTE THE FOLG: 

1- REPORT YOUR ETA SOONEST TO AGENT IN ADEN. 

2- AGENT IS MIDDLE EAST AGENCY ADEN, PH +967 2 240958 

FAX +967 2 240957, TLX 5728 YEMEN, MOB MR ALI BOU KHADRI 
+967 71 713040 OR MR GHULAM +967 71189007 

3- DUE TO DRAFT, YOU’LL LIGHTER AT ANCHORAGE TILL DRAFT 14.00 M 
EVEN KEEL, THEN BERTH AL’GSIDE 

4- FOR ALL YOUR SHIP BUSINESS AND DISCH, FM TIME YOU DROP ANCHOR 
TILL COMPLETE DISCH ’G WOULD BE HANDLED BY JORDAN NATIONAL 
SHIPPING WHO WOULD CONTACT YOU LATER ON 3RD APRIL, PLS FOLLOW 
THEIR OPERATIONAL INSTRUCTIONS. 

5- OUR REPRESENTATIVE MR HAMtiAN KILANI IS FLYING TONIGHT TO 
ADEN, WILL MEET YOU ONBOARD WITH NEW SET OF BS/L FOR YOUR 
SIGNATURE 


Permanent Subcommittee on Invcsfigations 

PSI Minority Rpt-FN 254 
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ntJLWUiii; 4io:jo 


B’RGDS 

J.SAYEGH 

MILLENNIUM 

23662 AFICO JO 
NNNN 

UNQTE 

BRGDS 

VLADIMIR EGOSHIN 
MASTER 

220550 STAR GR 
424871910«ARGS X 


UNQUOTE 


Charterers are requested to provide full details of: 

a. Lightering vessels 

b. The STS Operators 

c. The exact STS location 

The above information is needed by the Owners in order to notify 
their P+I Club/H+M Underwriters and place appropriate insurance cover 
for STS operation. 

Charterers' prompt reply will be highly appreciated. 

Best regards, 

Capt. M. Foradis 
Operations dept. 

TSAKOS Athens as Agents 

UNQTE 


Regards, 

Bob Lubbers 
ODIN MARINE INC. 


OFF TEL 203-969-3300 
OFF FAX 203-964-8115 
MOBILE TEL 203-559-9001 
MOBILE EMAIL rlinarine@aol . com 
HOME TEL 203-356-1115 
YAHOO MESSENGER Robert Lubbers 


End of Message 
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i^essage Printed on 4/1/2003 12:o-,.05 PM by RL RefNuni;RL2181783 

Froin/To: {<ops@patrian.co.uk>) 

Msg Recvd/Delivered : 4/1/2003 12:04:17 PM 

SOBJ: ARGOSEA / MILLENIUM / TCP 12.03.03 - URGENT 


ReplyTo: <ops@pet rian . co .uk> 

From: <ops@petrian . co . uk> 

To: "Odin Marine Connect icut‘’<largetanker@odingroup. com> 
Subject: ARGOSEA / MILLENIUM / TCP 12.03.03 - URGENT 
Date: Tue, 01 Apr 2003 18:01:24 +0100 
Message- Id : <E190PBB-0001hu-00@mta04 .btfusion. com> 

TO. . : "Odin Marine Connecticut" 

ATTN: MICHAEL RICHARDS 
FROM: PETRIAN SHIPBROKERS LTD 
DATE: Ol-APR-2003 18:01 
MSG.: 661447 

Recipient List: 

TO: Odin Marine Connecticut // MICHAEL RICHARDS 
TO: ODIN OPERATIONS // BOB LUBBERS 


URGENT URGENT 

ARGOSEA / MILLENIUM / TCP 12.03.03 

,PLS FIND BELOW MSG FROM OWNERS: 

QTE 

To: PETRIAN SHIPBROKERS LTD 


REF : TST/09/121/FL4 

TO: PETRIAN 

FM : TSAKOS ATHENS 

URGENT URGENT 

RE: MT ARGOSEA - A/C MILLENNIUM CP DD 06 FEB 2003 

FOLLOWING RECEIVED FROM MASTER MT ARGOSEA, A FEW MINUTES AGO. 

QUOTE 

DATE: 01.04.2003 TIME: 15:00 UTC MSG:791 
REF:TST/121/09/FL4/OPS 

ATTN: CAPT.M, FORADIS 

CC: CSM 

ATTN;CAPT. ANDREAS XAPOLYTOS 
BORIS PETRIJCUKS 

DEAR CAPT., 

FYI FOLLOWING RECEIVED FROM CHARTERERS: 

QTE 

STRATOS CSAT 23662 AFICO JO l-APR-2003 12:40:02 
23662 AFICO JO 


^^PSn^Iinorit^Rp^^ 


FM; MILLENNIUM 
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Ktii-WUKi: iC J.O 1 / 0 J 


TO: MASTER OF ARGOSEA 
DEAR CAPT. VLADIMIR 

PLS 'lOTE YOUR DISCH PORT IS ADEN IN YEMEN 
KINDLY ADVISE YOUR ETA ADEN ANCHORAGE 

ALSO REPORT YOUR TODA’S NOON POSITION 

RGDS 

J.SAYEGH 

MILLENNIUM 

23662 AFICO JO 
NNNN 

UNQTE 

BRGDS 

MASTER 

UNQUOTE 

WE ESTIMATE VESSEL'S ARRIVAL ADEN ON ABOUT 3/4 1400 HRS. 

WE APPEND HEREUNDER OUR REPLY TO CHARTERERS. 

QUOTE 

TO: Millenium 

FM: Tsakos Shipping Athens 

‘RE: ARGOSEA - T/C dtd. 6th February 2003 - 985,333 bbis Basrah 
Light Crude Oil 


We refer to your order that the vessel proceed to Aqaba to discharge 
her cargo, with which, subject to revision of the Bill of Lading 
position, we were happy to comply. 

This was in line with our discussions in Amman with yourselves where 
we highlighted: 

1 . 

that there was considerable media speculation that the cargo was 
unlawful, to which you and your government insisted that the cargo 
was for the use of the Jordanian state, and that you were permitted 
to export the cargo from Iraq by the tacit consent of the United 
Nations under Article 50 of the UN charter: 

2 . 

that there was media speculation that the cargo was not for the use 
of the Jordanian state and that even if para 1 above was accepted, if 
it became clear that the cargo, was to be delivered to non-Jordanian 
state interests, the rationale under the UN charter {Art. 50) would 
no longer be available and Owners would have to treat the cargo/order 
for delivery as unlawful. As a result, the indemnity provided by the 
Jordanian government on 13th March 2003 was drafted to ensure that 
the delivery was to Jordanian state interests through Millenium. 

You have now changed your orders for Aqaba and have directed the 
vessel to deliver the cargo at Aden. Given the two matters 
highlighted above, we are duty bound to enquire on behalf of the 
Owners of the vessel for details as to the circumstances in which 
cargo destined for use by the Jordanian state should be discharged at 
Aden. We very much wish to work with you and to accommodate your 
reasonable and lawful orders but consider that it is imperative that 
you please let us have as much information as possible in order to 
demonstrate to us that the cargo is still destined for use by 
Jordanian state interests despite being ordered to be delivered at 
Aden. 

We look forward to your reply. 


Message Continues... 
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KeiNumrz. 


Oi /OJ 


Best regards, 

UNQUOTE 

CHARTERERS PROMPT REPLY WOULD BE APPRECIATED. 


BEST REGARDS 
H.HAJIMICHAEL 

UNQTE 


(END) 

B. REGARDS/SARAH CLAXTON 
MOB: +^4 77 60 17 79 28 

OFF: +44 20 74 11 01 47 

FAX: +44 20 72 22 13 46 

++ PLEASE REPLY TO E-MAIL: ops (at)petrian. co.uk ++ 
YAHOO: sarah (underscore) petrian 


Received: from psmtp. com ((12.158.34.153]) 
by srvTOrs.odinmarine.com (NAVGW 2.5.2. 9) with SMTP id M2003040il2041322011 
for <largetanker@odingroup.com>; Tue, 01 Apr 2003 12:04:14 -0500 
Received: from source ([62.172.195.246]) by exprod5mxl3.postini.com ((12.158.34.245)) with SMTP; 

Tue.'Ol Apr 2003 09:04:12 PST 
Received: 'from [213.120.127.221] (helo^sintp.btclick. com) 
by mta04.btfusion.com with smtp (Exim 4.10) 
id 190PBB-0001hu-00 

for largetanker0odingroup.com; Tue, 01 Apr 2003 17:04:09 +0000 
Date: Tue, 01 Apr 2003 18:01:24 +0100 
From: <ops@petrian . co. uk> 

To: "Odin Marine Connecticut”<largetanker0odingroup.com> 

Reply-To: <ops0petrian.co.uk> 

Sender: <opsSpetrian.co.uk> 

Subject; ARGOSEA / MILLENIUM / TCP 12.03.03 - URGENT 
Mime-Version: 1.0 

X-MM2000-RRTO: <ops@petrian.co.uk> 

X-MM2000-RRInfo: 661447-1127 
X-MM2000-MsgNr: 66144701127 
Content -Type ; text/plain 
Content -Transfer-Encoding: 7bit 

Message-Id; <E1 9OPBB-OOOlhu-OO0mtaO4.btfusion.com> 

X-pstn-levels: (C:80.2266 M:99.5542 P:95.9108 R:95.9108 5:88.7957 ) 

X-pstn-settings: 4 (1.5000:4.5000) pmCt 
X-pstn-addresses: from <ops0petrian.co.uk> 

End of Message 
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} 

M6-3sa>je Printed on 4/10/2003 ll:o4:47 AM by RL RefNiim:RL2i99449 

Frorn/To: (<ops0pet rian . co. uk>) 

Msg Recvd/Delivered: 4/10/2003 11:38:19 AM 
SUBJ: ARGOSEA / MILLENIUM / TCP 06.02.03 


ReplyTo: <ops@petrian. co . uk> 

From: <ops@petrian . co . uk> 

To: <large t anker @oding roup. com> 

Subject: ARGOSEA / MILLENIUM / TCP 06.02.03 

Date: Thu, 10 Apr 2003 16:37:4? +0100 

Message- Id: <E193e7u-0006xX-008inta03 .btfusion.coni> 

FROM: PETRIAN SHIPBROKERS LTD 
DATE: 10~APR-2003 16:37 
MSG.: 663114 


ARGOSEA / MILLENIUM / TCP 06.02.03 


I HAVE SPOKEN TO OWNERS WHO ADVISE THAT VSL WILL DISCHARGE AGAINST ORIGINAL 
B/LS ALTHOUGH APPARENTLY THESE NEED TO BE REISSUED AFTER THE OLD ONES ARE 
CANCELLED. THE OWNER’S OPERATOR IS OF THE UNDERSTANDING THAT HIS BOSS HAS SENT 
A MSG REGARDING B/LS DIRECTLY TO CHARTERERS - I HAVE ASKED FOR THEM TO SEND US 
A COPY. 

BEST REGARDS, 

SARAH CLAXTON 
PETRIAN - OPS 

+++++++++++++++++ 


> 

> 


> REF: 

> 

> FROM: 

> DATE: 

> TIME: 

> 

> SUBJ: 

> 


RL2198431 

ODIN MARINE, INC. 

4/10/2003 
8:06:40 AM 

ARGOSEA / MILLENIUM / TCP 06.02.03 


> I thinmk becuase there is a bill of lading on board ???? 

> 


> That is my understanding 

> 

> Regards, 


> Bob Lubbers 

> ODIN MARINE INC. 


> OFF TEL 203-969-3300 

> OFF FAX 203-964-8115 

> MOBILE TEL 203-559-9001 

> MOBILE EMAIL rlmarine0aol .com 

> HOME TEL 203-356-1115 

> YAHOO MESSENGER Robert Lubbers 


> ReplyTo: <ops@petrian.co.uk> 

> From: <ops0pet rian. co . uk> 

^ OPERATIONS'’<ltopsSodingroup 1 Permanent Subcomminee on Investigations 

I PSI Minority Rpt-FN 256 
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Subject: ARGOSEA / MILLENIUM / TCP 06.02.03 
Date: Thu, 10 Apr 2003 13:03:35 +0100 
Message-Id: <E193amc-0003jS-00@mta03 .bt fusion. com> 

TO..; "ODIN OPERATIONS” 

ATTN: BOB LUBBERS 
FROM: PETRIAN SHIPBROKERS LTD 
DATE: lO-APR-2003 13:03 
MSG.: 662985 


> ARGOSEA / MILLENIUM / TCP 06.02.03 


> PLS FIND BELOW MSG FROM OWNERS. FYG, WE HAVE PUT A CALL INTO OWNERS 

> IN ORDER TO 

> ASCERTAIN WHY THEIR MSG IS TO BE DISREGARDED - WE WILL REVERT WHEN WE 

> HAVE 

> SPOKEN TO OWNERS: 

> 

> QTE 


> To: PETRIAN - MRS SARAH CLAXTON 


> ref :tst/09/121/fi4/mf 


FROM: TSAKOS HELLAS 
DATE; 10 APR 2003 


KINDLY DISREGARD OUR BELOW MESSAGE OF TODAY 


> QO 

> To; PETRIAN - MRS SARAH CLAXTON 

> 

> from:tsakos hellas 

> date; 10 apr 2003 

> 

> sub: m.t. argosea / l.o.i. 

> 

> following for chrtrs; 

> chrtrs are kindly requested to provide l.o.i. for cargo discharging 

> without presentation of original bs/1. 

> 

> best regards, 

> cpt m. foradis/ops 

> 

> UNQQ 

> 

> SORRY FOR ANY INCONVENIENCE CAUSED . 

> 

> BEST REGARDS 

> CPT M.FORADIS /OPS 

> 

> UNOTE 


> (END) 

> 

> B. REGARDS /SARAH CLAXTON 

> MOB: +44 77 60 17 79 28 

> OFF: +44 20 74 11 01 47 

> FAX: +44 20 72 22 13 46 

> ++ PLEASE REPLY TO E-MAIL; Ops <at) petrian. CO .uk ++ 

> YAHOO: Sarah (underscore) petrian 


Received: from psmtp.com {[12.158.34.178]) 
by srvmrs.odininarine.com (NAVGW 2. 5. 2. 9) with SMTP id 
M200304 1008040027 4 81 


Message Continues. . . 
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Message Printed on 4/10/2003 12:59:55 PM by RL RefNuia:RL2199636 

Froni/To: (<ops@petrian.co.uk>} 

Msg Recvd/Delivered: 4/10/2003 12:45:23 PM 
SUBJ: ARGOSEA / MILLENIUM / TCP 06.02.03 


ReplyTo : <ops@petrian. co . uk> 

From: <ops@petrian. co.uk> 

To: "ODIN OPERATIONS "<ltops@odingroup.c<OTL> 

Subject: ARGOSEA / MILLENIUM / TCP 06.02.03 

Date: Thu, 10 Apr 2003 17:44:50 +0100 

Message- Id: <E1 93 f An-0004 YT-00@mta04 . bt fusion. com> 

TO..: "ODIN OPERATIONS" 

ATTN: BOB LUBBERS 
FROM: PETRI AN SHIPBROKERS LTD 
DATE: lO-APR-2003 17:44 
MSG.: 663142 


ARGOSEA / MILLENIUM / TCP 06.02.03 


PLS FIND BELOW MSG FROM OWNERS: 
QTE 


TO : PETRIAN 

FM : TSAKOS HELLAS 

DD : 10.04.2003 

FOLL SENT. 

Aest regards 


TO : MT ARGOSEA 

ATTN : Capt. Vladimir 

CC : MILLENNIUM 

ATTN : Mr Ahed M. Sukhon 
FM : TSAKOS HELLAS 

DD ; 10.04.2003 - Msg. No.: HH. 100403-15 

Capt. Vladimir, 

Please note that the following arrangements have been made with the 
Charterers : 

1. A set of new Bs/L will be presented to you recording the 
following changes: 

- Consignee: Ministry of Energy and Mineral Resources, 

The Government of the Hashemite Kingdom of Jordan 

- Port of discharge: Aqaba, Yemen 

2. The Charterers will return to you the 3 original Bs/L already 
signed by you with port of discharge: Fujairah. 

3. On receipt of all 3 original Bs/L you may sign the new set of 
Bs/L as (1. ) above 

4. The Charterers' representative will hand to you one original of 
the new Bs/L {with Aqaba discharge) . On receipt of the original 

B/L you may commence discharge. 

5. On completion of discharge at Aqaba, the original B/L that is 
left onboard your vessel must be endorsed: 

CARGO DELIVERED VOYAGE ACCOMPLISHED 


Permanent Subcommittee on Investigations 

PSl Minority Rpt-FN 257 
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SIGNED BY 

MILLENIUM FOR THE TRADE OF FU^W MATERIALS AND MINERAL OILS 
AS AGENTS FOR 

MINISTRY OF ENERGY AND MINERAL RESOURCES, 

THE GOVERNMENT OF THE HASHEMITE KINGDOM OF JORDAN 

Please confirm receipt of /compliance with our instructions. 

Best regards 


H. Hajimichael 
Tsakos Athens/As Agents 

UNQTE 


(END) 

B. REGARDS/SARAH CLAXTON 
MOB: +44 77 60 17 79 28 

OFF: +44 20 74 11 01 47 

FAX: +44 20 72 22 13 46 

++ PLEASE REPLY TO E-MAIL: ops (at)petrian.CO.uk ++ 
YAHOO: sarah {underscore} petrian 


Received: from psmtp.com ( t 12 . 158 . 34 . 133] ) 
by srvmrs.odinmarine.cora (NAVGW 2. 5. 2. 9) with SMTP id M20030410i2451615591 
for <ltops@odingroup.com>; Thu, 10 Apr 2003 12:45:16 -0400 
Received: from source ([62.172.195.246]) byexprod5mx74.postini.com ([12.158.34.245]) with SMTP; 

Thu, 10 Apr 2003 12:45:15 EDT 
Received: from (213.120 .127.221] (helo®=smtp. btciick.com) 
by mta04 .btfusion. com with smtp (Exim 4.10} 
id 193fAn-0004YT-00 

for ltops@odingroup.comj Thu, 10 Apr 2003 16:45:13 +0000 
Date: Thu, 10 Apr 2003 17:44:50 +0100 
From : <ops8pet rian , co . uk> 

To; "ODIN OPERATIONS"<ltops@odingroup.com> 

Reply-To : <ops@petrian . co . uk> 

Sender : <ops@petrian . co . uk> 

Subject: ARGOSEA / MILLENIUM / TCP 06.02.03 
'Mim'e-Version: 1 , 0 
X-MM206 o-RRTo : <ops@petrian . co . uk> 

X-MM2000-RRInfo: 663142-1127 
X-MM2000-MsgNr: 66314201127 

Content-Type: text/plain; charset*‘'iso-8859-l” 

Content-Tranafer-Encoding: quoted -printable 
Message- Id: <E193fAn-0004YT-00@inta04 .btfusion. com> 

End Qf Message 
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Jea n Johnston 

john irving 

Tuesday, June 17. 2003 3:26 PM 

David Chalmers Jr; Bobby HamWin; John Overbey; Jean Johnston 
Fixed Price ProposatforJ dated Tuesday 17th June 


1) The sept WTI closed tonight at 28,88 (10 cents down from last night) and wc 
wanted to narrow the contingency another 10 cents to 50 cents 

2) This would make the price unchanged 

3) Since tonight we are sending in contracts that are revised basis re-assessment of 
risk: end we are also sending the Ic formats as well: then 

we will change contingency to 40 cents 

4) This is because we know we have competition from Al Hoda ( bunch of peasants at 
20.65) and Bibinaft (bunch of homosexuals) so we need to perhaps 

keep in touch-We still have not heard from OFAC 


EUHPRESS 

SEPT RTI 28.88 

base discount 7,50 

api 0.56 

credit 0.05 

contingency (see below) 0.40 

sulphur 0-10 

freight 0 

NEW PRICE 20-27 FIXED 

FIXED 


NEW 0SP» 8.61 


I have prepared new p/L's for both ships at these new OSP’s and will send 
separately. Also I am valuing Basrah at -4.4 basis September off the Timematrix 


EMBASSY 

28.88 

7.50 

0.45 

0.05 

0.40 

0.03 

0.20 

20.25 


om: 

Sent: 

To; 

Subject; 


-Original Message 

john irving [mailto;johngj-irving. demon. co.ukl 
Monday, June 16, 2003 9:55 PM 

^davidcSbayoil.com' ; 'bobbyh0bayoil.ccm'; ’johnoverbey8648hotniail.coio' 
3 eabj gbayoil . com ' 

I Jtetnanent Suli cnmniitto on l-vcti-aan,,, 

^^SnUinont^R£WFN2S9 
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^Jeatf Johnston 

; From: johnlrvingQohn@j-IrvIng.dem6n.co.uk} 

Sent: Monday, June 18, 20034:01PM 

To: Jean Johnston 

Subject: FW; RxKi FVice discuuslons wtft JaxJanlan Ministry-^e logic: l^\4sed Msessment foilov\lng 

discusiions wuth DSC 


———Original Message - 

Frbia: john Irving [inailtorjohnaj-irving. demon, co.ukj . 

Sent: Monday, June 16, 2003 9:55 PM 

To: 'davidcSbayoil.coia ' } *faobbyh8bayoil.coa'; * johnoverbey864@hotmall.coRi’ 

Cc: ’jeabj8bayoii.com* 

Subject: Flf: Fixed Price diacuusions with Jordanian Ministry-the logic: 

Revised Assessment following discusiions wuth DBG 

15 Two separate dates good but other way round: Empress on 18th and Eni>assy on I9th“> 
these become the null en void dates In the contracts 

2) Do not give all contingency back at once since probably have another- bite tomorrow“> 
change contingency from 70->60 cents , . • 


EMP^SS EMBASSY 


SEPT WTI 

28.98 


• 28.98 

base discount 


.7.50 

7.50 

api 

0.56 


0.45 

credit 


0.05 

,0.05 

contingency (see below) 


0.60 

0.60 

sulphur 


0.10' 

. 0.03 

freight 


0 

0.20 ■ 

NEW PRICE 

20.17 

ETXED 

20.15 

FIXED 




•NEW OSP- 

8.81 


8.83 
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MY IDEAS ON. PRICE PROPOSAL FOR JORDANIANS FOR MONDAY 16th June 2003 


Proposed price for Monday June 16th 2003 

Contract null en void basis 18th June if we do not. open Ic-on Embassy contract 
Contract null en void basis 19th June if we do not open Ic. -on Empress contract 


The reason for two separate dates la that wa don't want to be hedging Sinbbls all at 
once -and it gives more time to measure the performance risk on the STS 

If the price is driven down on the 18th by our hedging etc then we can always not 
open the Ic on the second cargo (the STS) and give a new price 


EMPRESS EMBASSY 

.SEPT WTI- 28.98 28.98 


base discount 


7.50 


7.50 

api 

credit 

0.56 

0.05 

0.45 

0.05 

contingency (see below) 


0.39 


0.39 

sulphur 


0.10 


0.03 

freight 


-0 


0.20 

l(EW PRICE ■ 

20.38 


20.36 



——Original Massage-—- 

From: ’ john irving ImailtorjohnSj-irving. demon. co.uJcJ 

Sent: Sunday, June IS, 2003 8:44 FM 

To : 'davidcSbayoil . com ' / * bobbyh8bayoil . com* ; * johnoverbeyS 64 Shotmail . com ' 

Subject: Fixed Price discuuaiona with Jordanian Mlnistry-the logic 


1) As you know on Saturday we proposed $19,59 for the Empress and $19.57 for 
the Embassy 

•2) The logic of these prices is as follows:' 


EMPRE.SS 


. EMBASSY 


SEPT HTI ( when I' did calculation just before close) ‘ 28.50 
2$..S 


BASE DISCOUNT 7.5 

API( degrees) 

29.53 

API ■ . • 0.56 

CREDIT { immediate payment/ dgc presentation) 
0.05 

SULPHUR (% w/w) 

SULPHUR ' 0.10 

FREIOHT { tc considerations $24.5 vs $181qpd} 

0.20 

Contingency {vs market volatility)* 


PROPOSED FIXED PRICE (in our contract) 



28.39 



0.05 

0.45 

3.0 

0.00 

2.93 

0.03 

0.70 


0.70 

19.59 


19.57 


DIFFERENTIAL BELOW BASE 8.91 8.93 

3) Contingency assessment 

. The lows of Septendaer WTI were $29.20 oh Friday 

2 


BAY14-01797 
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RESSL'riiiG differentia, .^low base 

EFFECTIVE CONTINGENCY 

OUR PREVIOUS PROPOSAL 10th Juna 


OUR CHANGES SINCE 10th June overall 


8.60 

0.39 


7.5 

0 

0.05 

0.50 

21.26 


market. 

contingency 0.70 
sulj^ur 
api 


,1.67 

0.81 


0.06 

1.67 


6) GIVE BACK CONTINGENCY (see above (3)) 

(out argument off lows) 

7) MARKET CLOSE FRIDAY 13th June 


8.63 

0.40 

23.31 
7 . 5 base 
0.20 freight 
0.05 credit 
0.50 api 

. 21.06 

1.49 

. 0.81 
0,7 

0,03 

-0.05 


8) NEW PRICES FOR MONDAY 
(basis 20.68 on the close} 
0.40 (see {6}). 

Proposed price 

HEW PRICE 

9) • COMPETITION (AL HODA) 
think) - laundry money . 


close va 28.50 0.18 

contingency 0.39(see '{6}} 


20.16 

20.65 


0.18 

19.57 

20.15 

20. 6S ( we 


10) QUESTION are we bidding vs ourselves? 

This analysis is based on akt being unchwged oh Monday 
OK ■ . • ■ ' 


BAY1-M>1798 
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DRi^FT DRAFT DRAFT DRAFT 


TO: BANQUE CANTONALE VAUDOISE 

ATTN: ROXANA lONICI 

DATE; JUNE 17. 2003 

GRATEFUL IF YOU COULD PLEASE ISSUE THE FOLLOWING IRREVOCABLE DOCUMENTARY LETTER 

OF CREDIT IN FAVOR OF THE MINISTRY OF ENERGY & MINERAL RESOURCES, JORDAN, WITH A 
COPY TO BAYOIL HOUSTON/NASSAU. 


QUOTE 



TO; 

ARAB BANK 

AMMAN, JORDAN 

AMMAN, JORDAN 


FAX: 

-^9626-562-7163 


ATTN: 

HR. JIHAD ALI (TEL) 9626-562-9333 

CC: 

HIS EXCELLENCY ENG. M. 

BATAYNEH 

- 

MINISTRY OF ENERGY AND 

MINERAL RESOURCES 

FAX: 



CC; 

BAYOIL SUPPLY & TRADING LIMITED 


WE HEREBY ISSUE OUR IRREVOCABLE DOCUMENTARY LETTER OF CREDIT NO. XXXXX 

BY ORDEP OF: BAYOIL SUPPLY AND TRADING LIMITED 

SASSOON HOUSE 
P.O. BOX N-272 
NASSAU, BAHAMAS 


IN FAVOUR OF: 


AMOUNTING TO; 


VALID UNTIL: 


THE MINISTRY OF ENERGY AND MINERAL RESOURCES 
THE GOVERNMENT OF THE HASHEMIT KINGDOM OF JORDAN 
HEAD OFFICE BRANCH 
AMMAN, JORDAN 

USD 58,177,130.00(+/- 5 PCX) 

(UNITED STATES DOLLARS FIFTY EIGHT MILLION, ONE HUNDRED 
SEVENTY SEVEN THOUSAND ONE HUNDRED THIRTY PLUS/MINUS FIVE 
PCT) . 

JULY 17, 2003 AT OUR COUNTERS IN LAUSANNE, SWITZERLAND 


AVAILABLE WITH US BY PAYMENT AT SIGHT AGAINST PRESENTATION AT OUR COUNTERS IN 
LAUSANNE, SWITZERLAND OF THE FOLLOWING DOCUMENTS: 


1) SIGNED BENEFICIARY'S COMMERCIAL INVOICE PLUS THREE (3) COPIES 

COVERING 2,870,110 NET U.S. BARRELS PLUS/MINUS FIVE (5) PERCENT 
OF BASRAH LIGHT CRUDE OIL, VIA SHIP-TO-SHIP TRANSFER FROM VESSEL M/T 
"EMPRESS DES MAR" ONTO VESSEL M/T "HELLESPONT GRAND", INVOICE TO SHOW 
QUANTITY IN NET METRIC TONS, LONG TONS AND NET U.S. BARRELS. 


S ubcontmittcg oo Invcstigatioas 

PSI Minority Rpt-FN 260 
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INVOICE ALSO TO CERTIFY THAT COMMENCEMENT OF DISCHARGE FROM VESSEL M/T 
"EMPRESS DES MAR” ONTO M/T "HELLESPONT GRAND” SHALL 3E NOT LATER THAN JUNE 
19 , 2003 . 

2) FULL SET OF CLEAN ON BOARD OCEAN BILLS OF LADING IN 3/3 
ORIGINAL AND 3 NON-NEGOTIABLE COPIES DATED 'ON BOARD’ AND 

ISSUED TO THE ORDER OF BANQUE CANTONALE VAUOOISE, LAUSANNE, SWITZERLAND 
SHOWING SHIP-TO-SHIP TRANSFER FROM M/T "EMPRESS DES MAR” ONTO M/T 
"HELLESPONT GRAND” AT FUJAIRAH, TO DESTINATION NORTH AMERICA, MARKED 
■FREIGHT PAYABLE BY BUYER AS ARRANGED'. EACH ORIGINAL BILL OF LADING TO 
BE ORIGINALLY SIGNED AND STAMPED BY VESSEL'S MASTER AND MARKED WITH 
SHIPMENT NUMBER. 

3) CERTIFICATE OF ORIGIN ISSUED BY THE JORDANIAN GOVERNMENT PLUS 3 {THREE} 
COPIES STATING THAT THE ORIGIN OF THE BASRAH LIGHT CRUDE OIL IS FROM IRAQ. 

4) ORIGINAL QUANTITY CERTIFICATE ISSUED BY INDEPENDENT INSPECTOR ON BOARD M/T 
"EMPRESS DES MAR”, PLUS 3 (THREE) COPIES. 

5) ORIGINAL QUALITY CERTIFICATE ISSUED BY INDEPENDENT INSPECTOR ON BOARD M/T 
"EMPRESS DES MAR”, PLUS 3 (THREE) COPIES. 

COVERING: 2,870,110 NET U.S. BARRELS PLUS/MINUS FIVE (5) PCT OF 

BASRAH LIGHT CRUDE OIL, VIA SHIP-TO-SHIP TRANSFER FROM VESSEL M/T 
"EMPRESS DES MAR" ONTO M/T "HELLESPONT GRAND” AT FUJAIRAH 


PRICE: THE PRICE WILL BE FIXED AND FLAT AND WILL BE $20.27 (U.S DOLLARS 

TWENTY POINT TWENTY SEVEN) PER NET U.S. BARREL DELIVERED FUJAIRAH 


SHIPMENT: VIA SHIP-TO-SHIP TRANSFER DELIVERED VIA VESSEL M/T "EMPRESS DES MAR” 

FOR FULL COMPLETION OF VOLUME TRANSFER NOT LATER THAN JUNE 23, 2003 
ONTO VESSEL M/T "HELLESPONT GRAND”. 

SPECIAL CONDITIONS: 

A) COMMENCEMENT OF DISCHARGE FROM VESSEL M/T "EMPRESS DES MAR” ONTO M/T 
"HELLESPONT GRAND” SHALL BE NO LATER THAN JUNE 19,2003. 

B) WHERE COPIES OF DOCUMENTS ARE CALLED FOR, PHOTOCOPIES 
ARE ACCEPTABLE. 

C) THIS DOCUMENTARY CREDIT IS NOT ASSIGNABLE NOR TRANSFERABLE. 

D) PARTIAL SHIPMENTS PROHIBITED. 

E) TRANSSHIPMENTS ARE PERMITTED. 

F DOCUMENTS PRESENTED LATER THAN 21 DAYS AFTER BILL OF 

LADING DATE BUT STILL WITHIN THE CREDIT VALIDITY ARE 
ACCEPTABLE, 

G) CHARTERPARTY BILLS OF LADING ARE ACCEPTABLE. 

H) ALL BANKING COMMISSIONS AND CHARGES OUTSIDE SWITZERLAND ARE FOR 
BENEFICIARY'S ACCOUNT 
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I) THIS LETTER OF CREDIT WILL BECOME AUTOMATICALLY OPERATIVE UPON RECEIPT BY 
US (ISSUING BANK) LATEST BY 17,00 HOURS SWISS TIME ON JUNE 19■^^ 2003 OF A 
TESTED TELEX OR AUTHENTICATED SWIFT SENT BY ADVISING BANK, REFERING TO 
THIS L/C NO, CONFIRMING EITHER THAT: 

SHIP-TO-SHIP TRANSFER FROM VESSEL M/T "EMPRESS DES MAR" ONTO M/T 
"HELLESPONT GRAND" HAS COMMENCED ON THE SAME DAY AS THE ISSUANCE OF THIS 
LETTER OF CREDIT NO. I.E. ON JUNE 19, 2003. 

OR 

THAT BENEFICIARY HAS PRESENTED AT THEIR COUNTERS AN ATTESTATION DULY 
SIGNED BY AUTHORIZED OFFICER(S) OF THE MINISTRY OF ENERGY AND MINERAL 
RESOURCES, CONFIRMING THAT: 

SHIP-TO-SHIP TRANSFER FROM VESSEL M/T "EMPRESS DES MAR" ONTO M/T 
"HELLESPONT GRAND" HAS COMMENCED ON THE SAME DAY AS THE ISSUANCE OF THIS 
LETTER OF CREDIT NO. I.E. ON JUNE ig"”, 2003. 

ADVISING BANK MUST CONFIRM THAT SIGNATURE (S) ON THE BENEFICIARY'S 
ATTESTATION IS/ARE BINDING UPON BENEFICIARY. 

IN CASE SUCH TELEX/SWIFT DOES NOT REACH OUR BANK BY 17; 00 HOURS SWISS TIME 
ON JUNE 19 ^^, 2003, THIS DOC. CREDIT WILL AUTOMATICALLY BE CONSIDERED AS 
NULL AND VOID AND CANCELLED. 


PAYMENT TERMS 


UPON RECEIPT OF FULL SET OF DOCUMENTS ISSUED IN STRICT COMPLIANCE WITH THE TERMS 
AND CONDITIONS .OF THIS LETTER OF CREDIT, WE SHALL COVER YOU ON A SIGHT BASIS IN 
ACCORDANCE WITH YOUR PAYMENT INSTRUCTIONS. 

PLEASE ADVISE BENEFICIARY WITHOUT ADDING YOUR CONFIRMATION. 

SUBJECT TO UCPDC, 1993 REV., PUB. NO. 500 OF ICC, PARIS, AS FAR AS THEY ARE 
APPLICABLE. 


THE PRESENT MESSAGE IS THE ORIGINAL CREDIT INSTRUMENT AND NO WRITTEN 
CONFIRMATION WILL FOLLOW. 

KINDLY ACKNOWLEDGE RECEIPT QUOTING OUR RESPECTIVE REFERENCES. 

THANKS AND REGARDS 

BANQUE CANTONALE VAUDOISE 
LAUSANNE, SWITZERLAND 


UNQUOTE 


THANKS & BEST REGARDS, 


BAYOIL SUPPLY & TRADING LIMITED 
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03 bbls from J 


Page 1 of 1 


Unknown 

From: john irving Oohn@j-jn/ing.demon.co.uKI 
Sent: Monday, March 24, 2003 8:25 AM 

To: David ChaimerB Jr 

Subfect: 03 bbls from J 


Imran rang. Apparently (according to him) he has fim call on J bbls. 

Apparently Vitol is very interested. I spokr to Slate (David) who said they 
could not answer die question. However he gave me tel of US Treasury (1 202- 
622 2490). When I i-ang this number none answeied except machine "foreign 
assets and control" 

We have die GRAND there basis 25th and the two ships are Argosea and Sea 
Cross 2-^parencly2.5mbb!s. 

Imran mentioned price of wti'S 10 sfs fujairah exship -fO.OO 

sts 0.t0(approx) 

generic 1 . 1 5(assumes payment 30 days) 

freight(55ws/JI70/mt) 1.50 
apt -0.40(assume) 

landed usgc -7.65 

ETA usgc lOth May approx“> June price out 

1) We coukt try and buy these bbls basis July 

2) We should buy the bbls basis 60-70 days since no lc(assunie) 

3) We should tty and buy cheaper than SIO 

4) We should have first refusal on all ban els emanating from ai amaya via 

Millenium 


9/24/2004 


Permanent Subcommittee on Investigations 

PSI Mioority Rpt-FN 264 
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TO: 

PETROLINE FZC 

ATTN: 

MR. ALI JAFFRI 

FAX: 

01 1-96-265510003 

FROM: 

BAYOIL SUPPLY & TRADING LIMITED 

DATE: 

MAY 19, 2003 

REF: 

OIL STORAGE/PURCHASE PROPOSAL 


I. Iraqi crude oil F.Q.B. Fuiaraih Ex vessel Marine Pacific. 

We understand Petroline has an agreement with the Ministry of Energy & 
Minerals (Kingdom of Jordan) to purchase or act as agent for the sale of the 
storage of crude on the above referenced vessels. Therefore, based on written 
confirmation that the Jordanian Ministry has interest through Petroline to 
pursue further the general proposal outlined below, we will be pleased 
confirm our general interests in the above as follows: 

A. Bayoil is in principle prepared to offer to the Ministry transshipment and 
floating storage on Bayoil controlled tonnage for a reasonable period of 
time, based on the market daily rate assessment, provided terms and 
conditions can be mutually agieed. 

B. The terms of the storage agreement will be for a minimum of 30 days and 
a maximum of 90 days and at a day rate of $(USD) 45,000 per day with 
every 30 day period being paid in advance. Notice of the termination of 
the storage agreement will be made 20 days in advance of the termination. 

The charter party terms for the storage will be as follows: 

See Below proposed recap 


C. The oil wdll be transfened from the Marine Pacific onto the Bayoil vessel 
via STS operation (ship-to-ship transfer). The costs of this operation will 
be for the account of Ministry of Energy and Minerals. If the Ministry 
would like Bayoil to organize the STS this can be arranged. 


Permanent Subcommittee on ln3 esttgation5 

PSI Minority Rpt-FN 265 
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D. Based on agreed terms to the above, and in consideration of Bayoil's 
historical activity as largest shipper and distributor of Iraqi cmdes, Bayoil 
would be further interested in the purchase the crude oil transshipment on 
tlie above referenced Bayoil tormage, under terms and conditions mutually 
agreed and subject to the crude oil purchase agr eement being approved by 
tire U.N. and other authorities (i.e. U.S.), and in conformity with the 
prevailing laws governing the purchase and sale of Iraqi crude. 


Sincerely, 

David B, Chalmers, Jr. 

President 

Bayoil Supply and Trading Limited 


Proposed Recap: 

Quote 

Charterer: Petroline FZC for and on behalf of The Ministry of Energy & Minerals 

(Kingdom of Jordan) 

Owner: Bayoil Supply and Trading Limited 

Vessel: M/T Hellespont Embassy/sub Hellespont Grand 

Vessel’s description: 


HAMS 

HELLESPONT EMBASSY 

EX NAMES 

EMBASSY 

CALLSIi^ 

V7AB 

CLASS 

ABS 

BUILT 

1976 

FLAG 

MARSHALL ISLANDS 

SDWT 

413,012 MT 

SDRFT 

22.902 M 

LOA 

365.86 M 

BEAM 

70 M 

KTM 

70.20 M 

BCM 

178.71 

TPC 

224,72 

BCW CHOCK 

450 X 600 bfti 

GRT 

199,210 

NRT 

161,946 

SCNT 

194,175 

PCNT 

N/A 

DERRICK 

2 X 20 T 

P+I CLUB 

UK P+I CLUB 

NAT. OFF 

GREEK/PHILIPPINO 

NAT. CREW 

GREEK/PHILIPPINO 

HEATING 

NO 

sbt/cbt 

CBT 

IGS 

YES 

COW 

YES 

COATING 
CUB CAP M 

SLOP TANK 

NO 

r 98 PCT EXC SLOPTANKS 
CAPACITY AT 98 PCT 

PUMPS 

2X9000 + 2X2500 M3/HR 
:491,728 CBM 
: 5,539 CBM 


Time Charter Agreement 
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Period; Min 30 days/Max 90 days 

Laycan: To be advised 

Mivery: Offshore Fujairah 

Re-Delivery: Offshore Fujairah 


Cargo; 1-2 grades No heat crude(always exclude crude oils emanating from Iran) 

Hire: 45,000/day due with every 30-day period being paid in advance 

In default of such proper and timely payment: 
a) Owners shall notify charterers of such default and charterers shall 
within 1 day of receipt of such notice pay to Owners Ml amount due. 
Failing which Owners will withdraw vessel from service of charterers 
And commence legal proceeding at Texas Federal Court - United 
States of America -to recover all monies including, but not limited to. 
Owner’s legal fees. Owners reserve the right to re-visit such damages 
At a later date should Charterers not comply with spirit of “Hotel 
Agreement”. 

Bunkers: Owners to pay for all bunkers consumed. 

Trading Area; Arabian Gulf/Red Sea/ and nearby surrounding area excluding Iran and 
Israel 


Cancellation: Charterers shall have the option to cancel the “Hotel Agreement” at any 
time by given Owners notice of such termination 20 days in advance. 

Redelivery: Chatterers shall give the owners 30/20/15/12/10/7 days approximate 
notice of date of redelivery and then 5/4/3/2/1 days definite notice of 
redelivery. 

GARB/LOl: Texas/U.S Law. 

Expenses: Owners shall bear all expenses rising directly with the actual storage of 

Cargo onboard vessel as requested by charterers. 

SHIP-TO-SHIP LIGHTERAGE CLAUSE; 

Charterers have the option to load and/or discharge and/or lighten the vessel via ship to 
ship transfer in accordance with OCIMF guidelines and in places where such operations 
are lawful and customaiy-Charterers shall bare tlie cost of such operation unless other 
agreement is made between Owners and Cliarterere. All Equipement required to perform 
a ship to ship lighterage operation -fenders, hoses and any other equipment deemed 
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necessary by Charter-er to be for charterer’s account. Owner agrees to allow personnel on 
board as necessary to the operation, including but not limited to Mooring/Lightering 
Master. Chatterer may leave fenders and other supplied lightering gear alongside and 
aboard the Vessel between lighterrngs. Owner agrees to exercise due diligence to protect 
Charterer's lightering gear from damage while in Vessel's custody. 

All lighter vessels. 

All time used for charterers account. Any delay due to the Vessel's condition or 
breakdown or inability of Vessel's facilities or equipment to load or discharge cargo at 
the rate requested by the lighter or attributable to deficiency of the Vessel, her officers or 
crew, shall not count as used time. 

COW; The vessel will routinely employ crude oil wash(COW) concurrent with the 
discharge of cargo in accordance with the procedures described in the ICS/OCIMF 
“Ouidelines for tank washing with crude oil” in the absence of prohibition by port or 
terminal regulations, owner agiees to comply with applicable port and terminal 
regulations and, as necessary, to submit any advance information of technical data that 
may be required by local authorities relative to the conduct of cow operations. 


Changes to ShellTime 4 Charter Party Form; 

In the event of a conflict between these additional terms and clauses and the language of 
the “ShellTimed” form, these additional terms and clauses shall prevail. The following 
additional changes are made to the “ShellTimed” C/P form: 

Clause 1. “Description and condition of Vessel” 

Line 14 add IFO 380 CST RMG 35 and MDO, DMB 
Line 14/15 Delete “centistokes” thru to “ACGFO” 

Line 15 Delete “CGFO” 

Line 20-24 Delete in its entirety 

Clause 4. “Period Trading Limits” Line 67 after “(Clause 28)”-delete “including in 
particular in any part of the world” and insert “trading area as defined on to recap. 

Line 68-72 Delete 

Line 76 after “afloat.” Delete balance of line thru Line 84 “option.” 

Line 85-86 Delete in its entirety. 

Clause 7. “Charterers to provide” Line 97-Delete “Charterers” and insert “Owners”. 
Delete after “towage” thru line 103. 

Under this same clause add “ At Master’s discretion should vessel be unable to anchor or 
remain at anchor^c at the designated location due to weather conditions, bottoms 
conditions or any other factor which, in the master’s judgement, an unsafe situation- 
All bunkers consumed ft)r these same purposes, will be bated by charterers.” 

Clause 8. “Rate of Hire” Line 105 Insert USD $45,000 
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Clause 9. “Payment of Hire” Line 107. Inset the following Owners payment instructions: 

BAYOIL Banking details to be advised 


Line 109 after "advance", delete "less". Thereafter, continue to delete 
Lines 110-117. 

Line 129-135 Delete 

Line 160-179 Delete 

Line 183-291 Delete 

Line 302-352 Delete 

Clause 27. "Exceptions" Line 380-386 Delete 
Line 391-410 Delete 

Clause 37. "New Jason Clause" delete "1974" and insert/replace with 
"1994". 

Line 463 delete "English Law" and insert "Texas Law" 

Line 494-527 Delete 

Clause 40. "Export Restrictions". After "and or shipped" insert 
"including adherence to crude oil purchase under United Nations 
Resolution including other authorities {i . e U.S) new regulatory 
Structure always in conformity with prevailing laws governing the 
Purchase and sale of Iraqi crude". 

Clause 41. "Laws and litigation" under this clause delete any reference 
to English Law including arbitration and replace with "General 
Avarage/Arbitration Texas Law-United States law to apply". 


Unquote 
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TO; PETROLINE FZC 

ATTN; MR. ALIJAFFRI 

FAX: 011-96-265510003 

FROM: BAYOIL SUPPLY & TRADING LIMITED 

DATE: MAY 22, 2003 

REF: OIL STORAGE CONTRACT DATED MAY 22, 2003 


We understand Petroline lias an agreement with the Ministry of Energy & Minerals 
(Kingdom of Jordan) to purchase or act as agent for the sale of the storage of crude on the 
above referenced vessels. Therefore, based on the following contract that the Jordanian 
Ministry through Petroline has agreed to finalize the general outlined contiact below, we 
are pleased to provide the following fixture recap dated May 22, 2003. 

Quote 


Charterer; Petroline FZC for and on behalf of The Ministry of Energy & Minerals 

(Kingdom of Jordan) 

Owner: Bayoil Supply and Trading Limited 

Vessel: M/T Hellespont Embassy/sub Hellespont Grand 

Vessel’s description: 


NAME 

KELLESPt^ 

EMBASSY 

EX NAMES 

: EMBASSY 

CALLS 

V7AB 


CLASS 

: ABS 

BOILT 

1976 


FLAG 

; MARSHALL ISLANDS 

SDWT 

413,012 MT 


SDRFT 

: 22,902 M 

LOA 

365.86 M 


BEAM 

: 70 M 

KTM 

70,20 M 


BCM 

t 178.71 

TPC 

224,72 


BOW CHOCK 

: 450 X 600 M4 

GRT 

199,210 


NRT 

: 161,946 

SCNT 

194,175 


PCNT 

: N/A 

DERRICK 

2 X 20 T 


P+I CLUB 

: UK P+X CLUB 

HAT. OFF 

GREEK/PHILIPP two 

NAT. CEIBW 

; GREEK/PHILIPPIHO 

HEATING 

NO 


SBT/CBT 

: CBT 

XGS 

YES 


CON 

: YES 

COATING 

NO 


PUMPS 

: 2X9000 + 2X2500 M3/HR 

CUB CAP AT 98 PCT EXC 

SLOPTANKS 


:491,728 CBM 


stop TANK CAPACITY AT 98 PCI : 5,539 CBM 


Permanent Subcommittee on Investigations 

JPSminoritj^^Rj^^ 
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Hotel/rime Charter Agreement 
Period: Min 30 days/Max 90 days 

Laycan: To be advised 

Delivery: Offshore Fujairah 

Re-Delivery: Offshore Fujairah 


Cargo: 1-2 grades No heat crude(always exclude crude oils emanating from Iran) 

WVNS(within vessel’s natural segregation) 

ANY TAXES AND OR DDES ON CARGO TO BE FOR CHARTERER'S ACCOUNT AND TO BE 

SETTLED DIRECTLY BY THEM. 

Hire: 45,000/day due with every 30-day period being paid in advance 

In delauit of such proper and timely payment; 
a) Owners shall notify charterers of such default and charterers shall 
within 1 day of receipt of such notice pay to Owners full amount due. 
Failing which Owners will withdraw vessel from service of charterers 
And commence legal proceeding at Texas Federal Court - United 
States of America -to recover ail monies including, but not limited to, 
Owner’s legal fees. Owners reserve the right to re-visit such damages 
At a later date should Charterers not comply willi spirit of “Hotel 
Agreement”. 

Bunkers; Owners to pay for all bunkers consumed. 

Trading Area: Arabian Gulf/Red Sea/ and nearby surrounding area excluding Iran and 
Israel 


Cancellation; Charterers shall have the option to cancel the “Hotel Agreement” at any 
time by given Owners notice of such termination 20 days in advance. 

Redelivery: Charterers shall give the owners 30/20/15/12/10/7 days approximate 
notice of date of redelivery and then 5/4/3/2/1 days definite notice of 
redelivery. 


GARB/LOI; Texas/U.S Uw. 
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Expenses: Owners shall bear all expenses rising directly with the actual storage of 

Car go onboard vessel, as requested by charterers. 


IT IS UNDERSTOOD THAT Mi COST RELATED TO THE ACTUAL TRANSPER/PORT FEES 
AT DESIGNATED PORTS FOR DISCHARGE/LOADING, AND ANY OTHER EXPENSE 
ARISING FROM SUCH DELIVERY WILL ALWAYS BE FOR CHARTERERS ACCOUNT. 


SHIP-TO-SHIP LIGHTERAGE CLAUSE: 

Chaileiers have the option to load and/or discharge and/or lighten die vessel via ship to 
ship tiansfer in accordance with CX^IMF guidelines and in places where such operations 
are lawful and customary-Chaiterers shall bare the full cost of sucli operation. All 
Equipement required to perform a ship to ship lighterage operation -fenders, hoses and 
any odier equipment deeined necessary by Charterer to be for charterer’s account. Owner 
agrees to allow personnel on board as necessary to the operation, including but not 
limited to Mooring/Lightering Master. Charterer may leave fcndere and other supplied 
lightering gear alongside and aboard the Vessel between ligiiterings. Owner agrees to 
exercise due diligence to protect Charterer's lightering gear from damage while in 
Vessel's custody. 

All lighter vessels. 

All time used for charterers account. Any delay due to the Vessel's condition or 
breakdown or inability of Vessel’s ^cilities or equipment to load or discharge cargo at 
die rate requested by the lighter or attributable to deficiency of the Vessel, her officers or 
crew, shall not count as used time. 

COW: The vessel will routinely employ crude oil wash(COW) concurrent with the 
discharge of cargo in accordance with the procedures described in the ICS/OCIMF 
“Guidelines for tank washing with crude oil” in the absence of prohibition by port or 
terminal regulations, owner agrees to comply with applicable port and termini 
regulations and, as necessary, to submit any advance infomtalion of technical data that 
may be required by local authorities relative to the conduct of cow operations. 


Changes to ShellTime 4 Charter Party Form; 

In the event of a conflict between these additional terms and clauses and the language of 
the “ShellTimed” form, these additional terms and clauses shall prevail. The following 
additional clianges are made to the “ShellTimed” C/P form: 

Clause 1. “Description and condition of Vessel” 

Line 14 add IFO 380 CST RMG 35 and MDO, DMB 
Line 14/1 5 Delete “centistokes” thru to “ACGFO” 

Line 1 5 Delete “CGFO” 

Line 20-24 Delete in its entirety 
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Clause 4. “Period Trading Limits” Line 67 after “(Clause 28)”-delete “including in 
particular in any part of the world” and insert “trading area as defined on to recap. 
Line 68-72 Delete 


Line 76 after “afloat.” Delete balance of line thru Line 84 “option.” 

Line 85-86 Delete in its entirety. 

Clause 7. “Charterers to provide” Line 97-Delete “Charterers” and insert “Owners”. 
Delete after “towage” thru line 103. 

Under this same clause add “ At Master’s discretion should vessel be unable to anchor or 
remain at anchorage at the designated location due to weather conditions, bottoms 
conditions or any oilier factor which, in the master’s judgement, an unsafe situation- 
Al! bunkers consumed for these same purposes, will be bared by charterer's.” 

Clause 8. “Rate of Hire” Line 105 Insert USD $45,000 

Clause 9. “Payment of Hire” Line 107. Inset the following Owners payment instructions: 

BAYOIL Banking details to be advised 

Line 109 after "advance", delete "less". Thereafter, continue to delete 
Lines 110-117, 

Line 129-135 Delete 

Line 160-179 Delete 

Line 183-291 Delete 

Line 302-352 Delete 

Clause 27. "Exceptions" Line 380-386 Delete 
Line 391-410 Delete 

Clause 37. "New Jason Clause" delete "1974" and insert/replace with 
"1994". 

Line 463 delete "English Law" and insert "Texas Law" 

Line 494-527 Delete 

Clause 40. "Export Restrictions". After "and or shipped" insert 
"including adherence to crude oil purchase under United Nations 
Resolution including other authorities (i . e U.S) new regulatory 
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Structure always in conformity with prevailing laws governing the 
Purchase and sale of Iraqi crude”. 


Clause 41. "Laws and litigation" under this clause delete any reference 
to English Law including arbitration and replace with "General 
Average/Arbitration Texas Law-United States law to apply”. 


Witness the signature of: 


Petioline FZC/Mr.AU Jaffri 


Witness the signature of: 


Bayoil Supply and Trading Limited 


Unquote 
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‘Jean Johnston 

From: 

Sent: 

To: 

Sub|ect: 


John living Oohn@J-lrvlng.dermm.oo.ukl 

Tuesday, June 10, 2003 5:34 AM 

Da\dd Chalmers Jn Bobby Hamt^; Jean Jof^ston 

Meeting the Master of En^gy, Jc^ian Tuesday lOtti June2003 



X}RDAN.123 (15 
KB} 



endassy OMdan) OFAC&at;^ embassirJonbRain 
junC03).i23 (... Regtdado.. suk (}uaD3).^ 


Present! 01 , A6, ZK, Minister 
Location: Minister's office 

1) I will get straight into facts. 

2) Ship A ! Empress des Her 

Minister has contracted these' bbls out but 'has a deadline on the Ic of tomorrow 
morning.' This contract is to party X who has told Ministry that bbla will go to- MEp. 

But he' is not hopeful, I think, of getting the Ic. 

We discussed the following: 

ex ship pricetbase). ' -7.50 

api -0.44 (we do not. know quality on Ebipress but Embassy is 

29.53/2. 8(?} 

% Sulphur to be discussed 

means of transportation: sts onto Hellespont' Grande ( not named in 

discussion) 

transaction summary: 


The Issues are that this cargo lands at about -5.13 basis September including API 
but not - including sulphur 

Pise note that the Grande econs are based on Z.Smbbls and not 2.7mbbls-so the 
benefit will be somewhat, higher 

Structure of transaction • . 

.a) Oil loads on ship, .say for 3 days dl, d2,d3 

bj .Bayoil sells September wtl each day close of business: broker recap sent to 
Ministry. every day • 

c) The Base price for the cargo is 'the volumetric average price weighted over ' 

the loading period - ■ 

d) Troa this price is deducted API on SOMO esc/desc -''S?- 

e) Before loading Bayoil opens Ic for approx value on the "day of opening - ' 
basically within 24 hours transaction con^leted Banks allowing- 

f) LC is amended at end of loading with final price 

g) Payment day la the day after loading 

hj Since payment is aprox 27 days early then price la further adiusted by 
(27/365)*0. 03*21. 56 rounded up-0.05 

21.56 is close of business platts Sept(29.5S) leaa7.5 lesaO.44 lessO.OS 

credit 

■ 1 


Permanent Subcommittee on tnvfsiigations 

PSI Minority Rpt-FN 270 


BAY14-01835 
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j) Doc LC-iasue of doca for negotiating LC-sea Jean proposal sent a faw days 
■ago for details . • 

(WE NEED TO THINK ABOUT DOC REQUIREMENTS FOR LC -SEE BELOW) 


3) SHIP B) Hellespont Embassy TC rate-$24.Sfcpd charter commenced 28th May 

Embassy finished loading some 24 hours' ago' (b/1 dated 9 th June 2003). 

Minister would like to keep these bbls 'on same ship and re-charter ship to Bayoil at 
same rate 

Proposal would be to take ship at same rate' ($24.5kpd) but lower the fob price 
accordingly to market for these type of ships 

• In fact I messed up by saying to Minister .that the rate is too high vs current mkt 
(65ws} rather than against H^kpd'when in fact $24.5kpd is only 55WS. 

.'I hope he misses this point but I was speaking in expectation which upon subsequent 
analysis proved to be incorrect. The fact is I'have not slept'for some time.' 


At $24.5Icpd the rate is $1.55/hbl and at $18Jq?d the rate is $i.35/bbl. This is on 
37S,000mt. Actual quantity loaded - 370,174mt net 

X will try and send you fax with loading details on Embassy. 

-> fob price is 7. 50+0. 20(1. 35-1. 3S) -7.7 
api 0.44 

Presusudsly the Ministry wants this oil paid for asap as per Empress (Ship A}-> 

Pricing Trigger dl,d2^d3 as per fixed three days , say when ship leaves Fujairah 
. Bayoll hedges and demonstrates . as per Ship A- 
LC amount is known and paid after these 3 days-> credit cost covering - 0.05 (see 

above) 

-> fob price- -7.5-0.20-0.44-0.05-8.19 ' • 

freight .1.55 

generic 0.76 

comm O.IS ( I have not investigated why it is 1’5 cants) 

landed - 5.73 basis September- 


4) OFFAC Issues ' 

The Ministry vrill sell with no .^arantees pertaining to sanctions, customs or’ UK 


The ^ova is the Offac.doc released on 23rd May 2003 pertaining, to semctioas on Iraq 
petroleum. 

Now I M not an' expert on this doc but a- review of the actual order sections 1-3 
inclusive indicates to «a that it might be oJc. However we have not checked the exception 
bonditlons to the, order. I do believe we need to solve this issue before we move on. 

5) Where are we now. 

Minister wants another meeting tonight at 6pm where he hopes we wl'll ha^e two 
proposals for him (SHIP A and B). ' . . 

Failing that we can have another meeting at 11am tomorrow. ' . 

I told him that .we might not want 2 ships -at the same time' for mkt reasons 

Tbs issue with the Embassy I think is more likely than the Grande 
. , • We need to amend our proposal (JEAN) and re-ashd after we ha^e talked and developed 

strategy . • 

Clearly we can look at Embassy basis Ain Sukhna-so we need to word the re-let tc in ' 
the appropriate fashion and X need to find out the minimum re-delivery period 

These econs are shown in s/s below: ' ' . 

1 


®AY1*4J1838 
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ain aukna 

suzned 

sidi-sap 

generic 

conm 

total 


0.48 

0.31 

. 1.47 {lOOws)' 
’ 0.7S 

0.15 
3.17 


landed 


-7.5-0.20-0.44-0. 054-3. 17—5,02 


This la 70 cents mere expensive than round Cape 

• Timing: 15,3ay4-l+19-July 15th if everything wQXks«> we pick up Aug 
Sept vsay $l/bbl: if we can find VLCC on/around 25th June ex Sidi. 

We would then need to sell 7001cbbis into EO assuming freight on 
700kbbls x-med-175ws (it will perhaps be more expensive} 



Basis today's Platts 

Basrah £oh Sidi 

Kerir for ED is about, -4, 6 

off dated pricing 25th-30 th Jtme-aaguat ip brent +$0.60/bbl 


’ p/1 to ED . 

cost 


income 

fob 

• sept wti 

august 

-1.91 

cfd 

n/a 

0.6 0.6 


discount 

--8.19 

-4.6 3.59 


fuj-ain sukhna 

. 0.48 


-0.48 

Slimed 

0.31 . 

• -0.31 


P/L 


+1.49 


BAY14^1837 
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Page 1 of 2 


David Chalmers Jr 


From: Jaan Johnston 
Sent: Tuesday, June 10, 2003 6:22 PM 
. To: John Irving 

Co: David Chalmere Jr 

Subject: Jordanian Basrah Barrels 

Dear John: 

I have attached draft contracts for your review. Please let me have our comments. If any. DBG asks that you do 
not submit to the Ministry until advised by him. 

With reference to your meeting with the Minister tomorrow, please be advised of the following; • 

1 . 1 have sent you by tax the Security Council Special Report (18 Sept 1990), speclcally addressing 
Jordan's protocol with respect to the purchase of cnide oil from Iraq. 

2. DBG would like you to obtain fallowing from Ministry; 

1 . Original documents tesued by SOMO for these crude purchases l.s. Original Bill of Lading, 

' Certificate of Origin, and Q & Q certificate. 

2. Anything that the Minister of Oil can supply you with which supports that the oil was lifted under 
the guidelines of the UN Security Council Exemption - See special report referenced above. 
Evidence that the purchase of crude fall under these specifications. WhatSecurl^Coundi 
Agreement was in place at the time of loading? 

3. Any documents in their possession with regard to distribution of this Chide to.the United States 
and elsewhere. 

3. Following is summary of DBC’s conversation with Washington Attorney; 

1. On reading the OFAC GuldBlIneS and Executive Order, he sees no Immediate reason as to why 
we could not Import these barrels into the U.S. 

2. His Interpretation Is, if we buy post sanctions then as oil Is now pn the world market, no sanctions 
should apply. 

3. ' However, needs to know Terms under which Jordanian's acquired the crude - could It be 

■ deemed tainted? How did the UJt. view the status cd this crude at Ihe time of shipmenf: 

I have also forwarded our attorney a copy of Uie Security Council Special Report he says we need to 
know what UN agreement was in place at Sme of loading. He will also contact OFAC tomorrow a.m. 

4. DSC had been trying to contact you with reference to you calling Matt at the State Department to 
discuss fqildwing: 

1. RulesofOFAC, if any, with regard to purchase of these barrels?. 

2. As sanctions are now removed Imports do not require UN Authorization. If Jordan followed 
prcttocol (under above ref. report) In acquiring these barrels no authorlzation/restrlctlon would be 

■ necessary? *' 

3. Under what conditions would It not be appropriate to buy this oil? 

5. Feedback from the Banks. Will require following Information: 

1. All original SOMO documentation 

2 . Proof of how payment to SOMO was made -CAI only ■ 

3. In lieu of (2) above BNP will accept confirmation that OFAC have no reatrlotlons on these 
barrels/no Import restrictions to the United States 

4. Any documentatloafrom Ministry of Energy that oil is free and clear of any Bens, encumbrances,, 
etc. 


6/24/2004 ■ 


Permanegt Subcommittee on Investipations 
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Hopefully above will be of some help for your morrang meeting. 
I have also (axed of contract offer received here today. 

Best regards, 

Jean 


6/24/2004 


BAY144)1737 
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Jean Johnston 

Prom: john irving Oohn@j-irving.demon.co.uk] 

Sent: Thursday, June 12, 2003 9:58 AM 

Jo; David Chalmers Jr; Bobby Hamblin; Jean Johnston 

Subject: Offers submitted to Ministry of Enei^ Jordan Junel 2th 2003 



JORDANIAN JORDANIAN 
CRUDE PURCHRAH CRUDE PURCH- 

1) Events this morning took quite an unusual turn 

2} ZK went to check with one Of his contacts what "others" were doing (Vitol, 
Glencore, Taurus etc) -and determined that the interested parties are Vitol, TNK, some 
Iraqis (alkhwam) , the Canadians (see below) , Bayoil and others 

3) During the course of this meeting he got hold of an offer made 11th June from " 
Canadian Habitat International" based in Abu Dhabi which referred exactly to some of our 
wording discussed yesterday in the Ministry. In particular we had drummed up this 
strategic stock issue (basis origin 

issues) and here came the Canadian offer indicating precisely our wording, 

4) ZK rang Ministry and got HE (the guy who came into the meeting yesterday) who said 
that "they were still consulting their lawyers on their response to our Y/N due diligence 
questions” At the end of this call -when 2K asked HF when our meeting would be HF said 
that Minister was in meeting and that we had only half an hour left to put in our offer. 

At that niotnent-and probably 

before- we knew that HF was the mole and probably the cause of all the bullshit. The issue 
was that we were running out of time and we did not know because HF did not tell us-he is 
promoting others. 

5) ZK rang alternative info source and determined that Minister was unavailable for 
discussion and meeting PM and that he (the Minister) wanted our offer. 

6) Now of course we have not finished our diligence process but feel we are getting 
pretty close 

7) Left with no choice but to put in offer on both cargoes as discussed with David 
previously. Both these offers are subject to us opening Ic by cob banking europe tuesday 
17th June, The other issue was that we put the offers in'thru Minister's secretary (loyal 
tribe -so ok) and that we know he has received them at the meeting. 

8} Luckily 1 had spent some time checking Jean’s format and changing some issues as 
they have developed, I was not planning to do this until after another meeting. So the 
offers that have gone in are "John Revised 2 Thur" . Now I am certain that they are not 
perfect but pise check to see if I have got something totally wrong. I do not think so but 
the main changes are: 


a) docs for Ic 

b) hedging and pricing on the STS Empress des Mers 

c) hedging and pricing on Embassy-' 1 day 

d) null en void Tuesday 17th June if no Ic 

®) the inclusion of a sulphur clause basis 10 cents de-escalation above 2.9%. 
The reason for that is that we received a phone call that %S was 3.35% on one of the 
cargoes. Now this was a surprise -so that is why we put in the mars gradient after 2 9% - 
basis that was the quality indicated yesterday and before where we had no sulphur clause. 
In addition ZK was told in another phone call that basis this quality "revision" perhaps 
we might want to change our price. I do not, at this stage, know the reason for the 
quality change because "we are not supposed to know". Just learnt that we will receive 
inspection docs at 7pm tonight. 

9) The offers went in at 2. 50-3. 05pm today. It is currently 5pm and the Minister's 
Meeting with the PM is supposed to last all day (by-laws for election) . The next two days 
are a holiday. We await ^ 
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davldc 

From: Khorma [l<horma@n6l.com.jo] 

Sent: Sunday, July 06, 2003 1:13 PM 

To: David Chalmers Jr 

Cc: Auguslo Giangrandi; BAYOiL /|ohn irving; Augusto Giangrandi 

Subject; Fw; 

Dear David, 

I hope all is well with you. 

Please consider this message as an official notification of release from responsibility towards the Jordan deal. 
After considerable efforts restrain myself as a result of my last telephone conversation with John and his last e- 
mail I have decided to let be known that my honor, reputation in Jordan and integrity goes above anything. 
Throughout my career I have never had anyone address me or my country with the manner spoken to me, nor 
has anyone ever hang up on me. Your friendship is far too valuable to loose over business. Therefore, please 
consider this message as official notice to my release for the Jordan cargo. 

However. 1 will always remain at your disposal any furtfier future assistance you may require of me. 

For your reference I spoke to Augusto and gave him full details of the situation of the cargo. 

V\fith utmost respect. 

Zeid Khorma 


9/24/2004 


Permanent Subcommittee on Invesl[i?3tiQns -. 
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davidc 

John irving [john@Hrving.demon.<XJ.uk] 

Monday, December 01, 2003 3;22 AM 
David Chalmers Jr 

Conversation with Sea Giant-draft of follow-up questions following JI/DBC telecon 6pm 
London time 30th November 2{X)3 


From: 

Sent: 

To: 

Subject: 


Dear David, 

Following our telecon of last night here are the proposed questions for 
Augusto: 


QUOTE 


Dear Augusto, 

Following our conversation on 2?th November re: Italy, J and AD I have had a conversation 
with David. From that latter conversation a number of questions have arisen that are 
associated with the need for due diligence on the logic of position discovery and to 
assure that we moving in the correct direction. 

1. On Italy 1 cannot add very much since not familiar with all issues surrounding C and 
your current discoveries in that direction. My suggestion to you would be that you send an 
e mail/ fax to David outlining your progress and key points of objectivity as to how the 
situation currently stands and what you intend to do to move the situation (what ever it 
is) forward. I cannot say anything else 


i) The old Empress bbls -we are, as I stated previously, not interested in these bbls (if 
they are still there) due to customs issues and political uncertainties surrounding these 
historical bbls and to quality degradation issues 

ii) Of course we are interested in the "new" 03 J bbls. Even if cargo size is only 500,000 
bbls we are interested. 

We have a number of questions on these "new" 03 bbls for J 

a) Has a new allocation been / being given to J by 03? 

b) If so have we seen the draft resolution/ other docs related to this activity? 

c) What assurances have been given to you by Toilet/ new MO? 

d) Has a wording been proposed to you for this -'exclusive agreement'. The exclusive 
agreement is between the Kingdom of J and B or what? 

e) The 'modus operand!' of Walleed (Toilet right hand man) -has he proposed wording? Are B 
in this working or is it agency (August©) etc? 

f) In order for B to lift these bbls what arrangements have been made for contract 
exchange? i.e. how is the situation to be developed? 

g) When is this allocation due to commence? 


iii) On the issue of the ”$8-12/bbl'' oil by train /truck we would need detailed 
information . 

a) It is difficult for us to understand why 03 would/ could want to do this business when 
international price is in the ?20 's . Difficult to rationalise an explanation for this 
activity 

Can you enlighten me as to why this trade should take place-its justification 


Perina oent Subcominittee on ltivesltgaHon< 

_PSminorityRpt-FN285 
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iv} Product for crude swap: 03 and J 

a) The character of this swap is available to us now -direct with 03 . Certain traders 
{Projector, Vitol) are already importing LPG and now Iran is importing distillates This is 
all following the demise of the Halliburton contract. What I am concluding is that J has 
been offered the same deal. 

b) Have you seen documentary evidence of this? Have we seen any docs that 03 is 
proposing/accepting this transaction with J? 

c) Why do they (J) need an intermediary con^any to handle this transaction? 

d) Who has made this request and do we have it in writing? 

e} What is the structure of the transaction and associated credit issues?. Is it a S 

balance budget transaction? 

f) When can this transaction start? 

g> What is the time gap between product export to 03 and crude back? 

h) What products does 03 want and what rateability? 

i) Where does 03 want the products imported? land/sea? 

j) Which arm of 03 is J talking to? 


v) MF for crude swap : 03 and J 

a) Obviously this is very confidential and you could not name over the phone the 03 guys 
present in the meeting 

b) What is the structure of this transaction? 

c) How much $ has been budgeted for this transaction? 

d) Presumably inside 03 this transaction has the backing of the Coalition and the Council, 
Do we have evidence of this? 

e) Presumably Toilet is in full knowledge of this and has given his approval. Is there an 
"assent document"? 

f) Presumably the "assent document" (if it exists) acknowledges the right of the 'newco' 
to participate in this transaction. Is this the case? 

g) When is this proposed transaction due to start? 

h) The 03 guys present in the meeting: were they in possession of authourisation docs as 
per (d) above? 

i) Can you let us know quietly who the 03 guys were in the meeting? 

j) Will the newco be a J registered Company?-does it matter? 


3} AD 


a) The '40-60’ allocation: is there a letter from 03 authourising this entitlement? 

b) The letter from you to AD I understand was just from you to AD and none else. I 
understand that this letter referred to historical liftings and capabilities. Could you 
please fax us a copy of this letter 

c) I understand that you are working on the following structure: 03->AD->B-> market 

d) On this basis (see (c). above) you require bank comfort and refinery contracts {anywhere 
in world) backing. You mention that this is for the internal comfort of AD in order to 
prevent "embarrassment down the road". This is strange-since they are currently key 
requirements of 03 for individual contracts. Therefore I can only think it is for AD to 
pass on to 03. Am I correct in this point? Obviously the reason for the question is that 
one must be very selective and careful how refineries are "presented" to 03 

6) Therefore there has been requests made to AD by 03. Do we have a copy of this request? 

f) Who in 03 is AD talking to? 

g) Is the DUB participation part of the same allocation or different. ? If different is 
the DUB allocation on the same logic? If different are you working with the DUB people as 
well? 

h) When do 03 want the AD (and DUB if different) allocation to commence? 


Augusto, that's the end of these questions which, I am sure you agree, we need to know the 
answers as we deliberate together on the required starategy 


15 
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Thanks 

Regards 

John 

UNQUOTE 


Original Message 

From: john irving [mail to: john@j-irving.demon.co.uk] 

Sent: Thursday, November 21, 2003 4:27 PM 
To: 'davidc@bayoil.com' 

Subject: Conversation with Sea Giant : November 27th 2003 2-2. 30pm London 

time 


Dear David, 

I hope you and your Family are having Happy Thanksgiving 


Sea Giant rang me. 

I told him that you were sorry that you could not ring back-he left a message I 
understand-but that you were just getting on a plane to California 

I guess the conversation can be broken down into 3 areas: 

1) Italy 

2) J 

3) AD 


Brief Synopsis 

SG is very keen to speak with you on all areas. Conversation very friendly. The push 
from J and AD seems to be worthy of pursuing with some vigour 

since the "climate" seems right for this developed "pan arabism". My estimation is 
that SG cannot push much more forward without our support 

and/ from the below, we have to make a significant number of proposals. 


1} Italy 

Now this does not m^an a lot to me -but here goes! 

opened up "36,000" files, hair raising conspiracy, fog disappearing to your and his 
general advantage, a lot of issues now have a solid explanation, 
clarity being restored, evidence of such a conspiracy against C that a 
"newspaper editor would pay $10m for the serial rights", SG met with top lawyers in US, 
heavy shit against 

some peopie-"they would drop their pants" including "a daughter in NY", serious 
amount of information now known. Plain justice for the 'big man'. Evidence of agenda. 


i) strengthening of " big man" position-N.B the "big man" is a certain 

ii) disqualifies some bastards 

iii) Continue to be professional in 'eye of storm' 

iv) Events unfolding as per SG predictions 
V) "Truth in our favour" 


16 
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Message Printed on 3/4/2003 5:48:07 PM by VRT RefNum: VRT2 12 7807 

From /To: { "Millennium” <jsayegh@sbigholdings.com>) 

Msg Recvd/Delivered: 2/28/2003 6:31:32 PM 
SUBJ: ARCADIAN CLEARANCE / BAHRAIN 


From: "Millennium” <jsayegh@sbigholdings-coin> 

To : <largetanker@odingroup.com> 

Subject: ARCADIAN CLEARANCE / BAHRAIN 
Date: Sat, 1 Mar 2003 01:30:23 +0200 

Message-Id: <FC1876CEBDO85847B213148B8E7ED4BD34OA0hqmail . sbig . com> 

ATTN: MICHAL RICHARDS 
GOOD EVENING MICHAEL 
PLS NOTE THE FOLLOWING: 

- ARCADIAN 1 

CHARTRS PLEASED TO RECONFRIM THAT DAVID YOUNG CAN PHONE COMMANDER 
FRENCH IN THE MORNING AND ASK HIM "IF THE ARCADIAN 1 WHICH HAS JUST 
COMPLETED LOADING IRAQI CRUDE AT AL AMAYA FOR ACCOUNT MILLENIUM HAS HIS 
PERMISSION TO SAIL ???" 

REGARDS 

Jamil Sayegh 

MILLENIUM Marine Division 
Phone +962 6 5608777 ext 355# 

Fax +962 6 5623112 or 962 6 5688009 
Cell +962 79 6677575 

email marineQsbigholdings . com 

Received: from MAIL.sbig.com ((194.165.153.115]) 
by srvmrs , odinmarine.com (NAVGW 2. 5. 2. 9) with SMTP id M2003022818312519514 
for <largetan)cer0odingroup.com>; Fri, 28 Feb 2003 18:31:26 -0500 
Received: from HQMail.sbig.com {[10.0.0.8]) by MAIL.sbig.com with Microsoft 
SMTPSVC{5. 0.2195. 5329) ; 

Sat, 1 Mar 2003 01:30:23 +0200 
Subject: ARCADIAN CLEARANCE / BAHRAIN 
MIME-Version : 1.0 
Content -Type: text /pi a in; 

charset«J'4JS -ascii" 

Date: Sat, 1 Mar 2003 01:30:23 +0200 
Content-Transfer-Encoding: quoted-printable 

Message-ID: <FC1876CEBDO85847B213148B8E7ED4BD34OA0hqmail , sbig . com> 
X-MimeOLE: Produced By Microsoft Exchange V6. 0.6249.0 
X-MS-Has-Attach : 

X-MS-TNEF-Correlator: 

From: "Millennium" <jsayegh@sbigholdings.com> 

To: <largetanker0odingroup.com> 

Return- Path : j sayeghOsbigholdings . com 
X-OriginalArrivalTime: 28 Feb 2003 23:30:23.0251 (UTC) 
FILETIME=[5D841E30:01C2DF81] 

Qf Message 


Permanent Subcommittee on Investigations 

— MisceUajieous additional documents 
relating to Khor al-Amaya 




on 2/11/2003 6:19:26 AM by RL 


RefNuin:RL2093303 


Message Printed 


From/To: Sayegh, Jamil/SBIG Holdings (private) 

Msg Recvd/Delivered: 2/10/2003 5:53:17 
ATTN: Jamil Sayegh 

SUBJ: Eagle/Millenium - Confidentiality agreement 


REF: VRT2093303 

FROM: ODIN MARINE, INC. - LARGE TANKER DEPARTMENT 
DATE: 2/10/2003 
TIME: 5:53:17 PM 

ATTN: Jamil Sayegh 

SUBJ: Eagle/Millenium - Confidentiality agreement 

PLS, FIND ATTACHED LETTER FROM THE OWNERS OF THE M/T "EAGLE" RE 
CONFIDENTIALITY .^^EMENT. 

BEST REGARDS 
ODIN MARINE INC. 


Fax: 203-964-8115 
Telex: 49682099 

E-mail: large tanker (at) odingroup.com 


End of Message 
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WORLD NAVIGATION LIMITED 
147/1, St Lucia Street, 

Valletta, Malta 


To; The Ministry of Energy and Mineral Resources 
The Hashemite Kingdon of Jordan 


Re: EAGLE CP DATE FEB 2003 


In connKSion with the “EAGLE/MILLENUJM” time charter party dated February 6^^, 2003, the 
undersigned has been provided, in confidence with the following item, all of which constitute secret 
Mid confidential information from the Ministry of Energy and Mineral Resource, the Hashemite 
Kingdom of Jordan. 

1) A letter giving MILLENIUM the power of tutomey from the Ministry of Energy and Mineral 
resources dated February 6* 2003 and signed by the Minister, His Excellency Ivlohammad 
Batayneh. 

The undersigned will utilize the above material and instrument solely for the purpose of warrantying 
the Power of Attorney from the Ministry of Energy to MILLENTUM. 

Owners (WORLD NAVIGATION LIMITED, Valletta, Malta) of the "EAGLE” will not disclose or 
provide access to the same to any third party (including but not limited to its employees), except on a 
need to know basis, solely for the purpose of aiding in the consummation of the proposed business and 
then only on condition that the materials and instruments so disclosed be held in confidence by the 
party to whom it is disclosed. Owners will take such action as is necessary to ensure that Us employees 
and third parties to whom the confidential information and/or instrument are furnished, are aware of 
and subscribe to maintainance of this agreement. 

All of the materials and instruments, and any and all copies of the same, will be returned to the 
provider of the confidential information or instruments, upon party’s written request. In such event, the 
information obtained form such materials and instruments will nevertheless be maintained in 
confidence by the under signed and not disclosed to third parties. 

In witness whereof^ the undersigned has executed this confidentiality agreement in Athens, Greece, 
this 8* day of February, 2003. 


For and on behalf of 
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Page : 2 


RefNijm: 2093297 


f£8, 10. 291)3 5:55PM ODIN MARINE INC 

Millennium for the Trade of Raw Materials 
and Mineral Oils Company 


NO. 429 P- 1. 


7 Pebruary2003 

Michael H. Richards 
OcBne Marine INC 
66 Gate House Road 
Stamford, CT 06902 
USA 

By Facsimile and Cour^ +1 203 964 3130 


T>w Mr. Richard* 


Fervour request, kindly forward this letter to dte owners of MAf ^gle. 

‘We MSImnium tor the Trade of Raw Matedats and Miners ^s, for and on behalf of the Minislr'/ 
of Energy and kfineral raeources of ttM Hashemite Mngdom of Jordan, ^e asslgnad to import 
on^a oil from ^rah by see tar^kera acocrding to a specif protocol and arrang^ents in line 
wito lha United Nations Mwnorandum cf Underetsndtog. hereby undertake the sato^ of lha 
chartered vessrt NiN Eagle srvi Ita towm and that It wifi not be oonffecated due to toe type 
of eergo it will be transporting. 


CansequenUy as a restit we furthermore undartoke to tolly indemnfiy toe Ownsrs of the above 
named vaasel and hold them harmleaa In essoclatton with Ito operation for whatever reason or 
con^equertca to reletion wah the vesaal’s opoattcn lo^irom Basrah whether on ballast or loaded 
with Ir^ oP. 


The chertarara of record tor ^ 
Matodais and Mtoerai 9119 
toe Hashemite Ktogr 

ASfTcii»"' 


fee chertar are always to be “Miltennlum for the Trade of Ray/ 
1 behalf of lha Mir^JV of Energy and Mtoerei Resources of 



Ah© 

Vtoe ^^Ident & Assistant to the Chapmen 
MiDennium for toe Trade of Raw Materia & Mineral Oils 
For and on behatf of toe Ministry of Energy & Mrnerai Resources 
The Hffihernite Klr^m of Jordan 


Corporate Reprfcscfitath'c Offlt* 

P. O. Boi 92 Amwan 13118- Jordan 


Main Tel :4-^d2 63SQCS7n 
DlrectPax: + C&62-^ Sdn SOOD 


End of Message 
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Message Printed on 2/X3/2003 4:02:01 PM by RL RefNuro:RL2100760 

From/To: (UNKNOWN) 

Msg Recvd/Delivered: 2/13/2003 3:48:29 PM 
SUBJ: 


TO :DYNACOM TM LTD. 

KIND ATTN: CAPT K.PSARAKOS 

CC :ODlN MARINE INC. 

KIND ATTN: MR BOB LUBBERS 


DATE :n.02.2003 
?ROM :MT EAGLE 
VOY :037 

MSG:EAO/023/130203 

EAOLE/MILLENIUM TCP 6TH FEB-2003 


SUB:- VOYAGE INSTRUCTIONS 


PLS BE ADVISED THAT RECIEVED FOLLOWING VOYAGE INSTRUCTIONS 
FROM CHARTERERS BY FAX. 


QUOTE: 

PRIVATE & CONFIDENTIAL 
DATE:13 FEB-03 @ 17:15 UTC 

CAPT KALEEM 

SUBJECT VOYAGE INSTRUCTIONS. 


CHARTERERS INSTRUCTIONS FOR THE VOYAGE FROM FUJAIRAH TO 

MINA DAKAR ARE AS FOLLOWS; 

1. DEPART FUJAIRAH ON 14 FEB 2003 AROUND 05:00 UTC STEAM 
AT A SPEED OF 12/1 TIOJOTS. 

2. PROCEED ON NORMAL NORTHBOUND SAFE COURSE TO MINA BAKR. 

3. THE U.S. NAVY WILL CALL YOU ON THE WAY IN APPROXIMATE 
POSITION 50-60 N.M BEFORE ARRIVAL BAKR SEA PILOT STATION 
FOR VESSELS INSPECTION. THEY ARE ALREADY AWARE ABOUT 
YOUR PASSAGE AND ITEN1RARY.AUTHOR1ZATION IS GRANTED FOR 
YOUR SHIP TO PROCEED TO BAKR AND BACK TO FUJAIRAH WITH 
THE CARGO LOADED. PLS COOPERATE AS USUAL AND PROVIDE U S 
NAVY WITH ANY INFORMATION THEY REQUIRE. 

4.0NCE CLEARD TO RESUME VOYAGE CONTINUE TO MINA BAKR. 


Message Continues... 
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RefWujn: 21007 60 


5. REPORT YOUR ETA BY VHP TO MINA BAKR PILOT STATION AS SOON 
AS 

PRACTICABLE VSL EXPECTED TO BERTH ON ARRIVAL OTHERWISE 
ANCHOR 

AT KHAWR AL KAFKA NORTH ANCHORAGE TILL CALLED BY PILOT. 

6. THE TERMINAL TO LOAD AT COULD BE KHOR OMAYEH OR BAKR SEA 
ISLAND! 

FOLLOW LOCAL AUTHORITY INSTRUCTIONS. 

7.IF AT MINA BAKR. YOU ARE ASKED 0 REPEAT: IF YOU ARE 
ASKED)FOR 

LOADINO AUTHORIZATION INFORM THEM THAT A SPECIAL 
AUTHORIZATION 

TO LOAD IS GRANTED TO CHARTERERS NAMED ABOVE. 

g.THE AGENT AT BAKR ARE MESSRS GENERAL ENTERPRISE FOR 
- MARITIME 

AGENCIES HOWEVER TENDER N.O.R. BY E-MAIL OR FAX TO US. 

9. YOU WILL LOAD CRUDE OIL,l GRADE, UP TO MAXIMUM SHIP'S 
CAPACITY 

ALLOWING SAFE UNDER KEEL CLEAERANCE. FOR THE MAX DRAFT / 
TRIM 

ALLOWED PLS CHECK WITH PORT AUTHORITY AT THE TERMINAL. 

10. WHEN LOADING COMPLETED.PROCEED TO FUJAIRAH. 

U.FOR YOUR RETURN VOYAGE,SAME ARRANGEMENTS MENTIOND 
UNDER 3) 

ABOVE APPLY. 

12. REPORT BY PHONE/FAX AS APPROPRIATE AT FOLLOWING, 
a DEPART FUJA1RAH+ ROB 

b CLEARANCE RO RESUME NORTHBOUND VOYAGE, BY PHONE, 
o SECURING AT TERMINAL + ROB. 
d COMMENCEMENT OF LOADING, BY PHONE, 
e COMPLETION OF LOADINO & DEP MINA BAKR + ROB. 
f CLEARANCE TO RESUME SOUTHBOUND VOYAGE BY PHONE, 
g ARRIVAL FUJAIRAH + ROB. 

NOTE: FOR WRITTEN COMMUNICATIONS. PREFERABLY EMAIL 
OTHERWISE BY FAX. 

13. UPON LOADING COMPLETION, MASTER IS AUTHORIZED TO SIGN 
A RECIEPT FOR THE QUANTITY OF CARGO LOADED. 

14. MASTER AND ALL ADDRESSEES ARE REQUIRED TO MAINTAIN 
THE CONTENT OF THIS MESSAGE AS HIGHLY CONFIDENTIAL. 


Message Continues . . . 
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Page : 3 


RetNumtiflUU/bu 


IMPORTANT NOTE: APART FROM CARGO WORKS AND MINIMUM 
NORMAL ROUTINE SHIPPING FORMALITIES, MASTER TO ENSURE 
THAT NO INFORMATION OF ANY lOND IS GIVEN TO ANY PERSON 
///REPEAT ANY PERSON III AT THE LOADING PORT WITH REGARD 
TO ARRANGEMENTS MADE OR MENTIOND HERE ABOVE. 

FOR MASTER’S THE SPECIFIC GRAVITY IS 0.86 AND API Gr. IS 32.9 
APPROX. 

SHOULD YOU HAVE ANY QUERY AT ANY TIME DONOT HESITATE TO 
CALL 

ME ON MOBILE +963 79 6677J75 OR OFFICE + 962 6 5608777 EXT 355#. 

BREGARDS 
Capt Jamil SAYEGH 

MARINE & OIL OPERATIONS MANAGER. 

UNQUOTE; 

ALL ABOVE RECIEVED BY FAX TWO TIMES. 1ST TIME WITHOLTf 
SIGNATURE 

2ND FAX SAME BUT WITH SIGNATURE. 

THANKS & BEST REGARDS 
MASTER 


End of Message 
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Message Printed on 2/18/2003 8:13:34 AM by RL RefNum:RL2105844 

From/To: (UNKNOWN) 

Msg Reevd/Delivered : 2/18/2003 6:29:31 AM 
SUBJ: Eagle 


TO :MILLENIUM FOR THE TRADE OF RAW MATERIAL & MINERAL OILS. 
KIND ATTN: CAPT JAMIL SAYEGH. 

TO jDYNACOM TM LTD. 

KIND ATTN: CAPT K.PSARAKOS 

CC :ODIN MARINE INC. 

KIND ATTN: MR BOB LUBBERS 


DATE :18.02.2003 
- FROM :MT EAGLE 
VOY :037 

MSG:EAG/060/180203 

EAGLE/MnXENIUM TCP 6TH FEB-2003 


SUB:- VSL AWAITING BERTH AVAILABILITY 


PLS BE ADVISED THAT VSL ARRIVED ALBAKR TERMINAL 
ANCHORAGE"B" AND AWAITING 
BERTHING VAILABILITY AS FOLLOWS: 


16.02.03 /0536 
" / 0536 •* 

*• / 0536 " 

'• /0336 " 

" / 0830 " 

” /0830 " 


" /0930 


16.02.03 / 1200 


HRSLT END OF SEA PASSAGE, 

'• ARRIVED KHAWRAL KAFKA PT. 

" NORTENDERD. 

" FREE PRATIQUE REQUESTED 
" VSL ANCHORD AT KHAWRAL KAFKA ANCHORAGF'B". 
" ALBAKR TERMINAL* PILOT INFORMED. 

NO BERTHING PROSPECTUS TODAY. 

" CHARTERERS CONTACTED MASTER BY PHONE, 
CONFIRMED THAT HAVE RECIEVED N.O.R. & CHRTRR 
EXPECTING VSL BERTHING ON HTH FEB-03. 

" " VSL AWAITING BERTH AVAILABILTY/ 

FREE PARATIQUE NOT GRANTED YET. 


17.02.03 /1200 " •’ VSL AWAITING BERTH AVAILABILITY & FREE 
PARATIQUE. 

17.02.03 /1415 " ” VSL CONTACTED AL-BAKR TERMINAL, REPLIED 

NO BERTHING PROSPECTUS TODAY. 

18.02.03 /lOOO " " VSL CONTACTED AI^BAKR TERMINAL, REPLIED 

NO BERTHING PROSPECTUS FOR TODAY. 

18.02.03 /1115 ” ” CHARTERERS CONTACTED VSL BY PHONE, ASKED 
QNTY 

TO LOAD, QNTY GIVEN. CHARTERERS INSTRUCTED 


Message Continues... 
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Page : 2 


ReiNum:2iui)B4 4 


THE VSL TO BE READY SINCE BERTHING NOW ASA 
ONE VSL "ARGOSEA" WILL COME OUT THEN WE WILL 
BERTH ON TERMINAL "KHAWRAL AL-AMAYA". 

VSL IS READY. 

18.02.03 /1200 " " VSL AWAITING BERTHING AVAILABILITY & FREE 
PARATIQUE. 


THANKS & BEST REGARDS 
MASTER 


End of Message 
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RefNum:2114143 


<Chartering@sberries . com> 

To: "ODIN MARINE INC." <largetanker@odingroup. com> 

Subject : 

Date: Fri, 21 Feb 2003 20:57:12 +0200 

Message-Id : <OFB5C5F9A9 . 9051CD6C-OIIC2256CD4 . 0067E0Al@internal . net> 


External Recipients 


Internal Recipients 


External Recipients 


Internal Recipients 


To: 


Chartering@sberries .com 


cc: 


Subject 


Cabinet Distributed To 

(s) : 


CharteringQsberries . com 

From Shipping Berries S.A. 

To Messrs. Odin Marine Inc. 

Largetanker0odingroup.com 

Friday, February 21, 2003 

Re: M/T EAGLE TCP Millenium dated 6 February 2003 
Dear Sirs: 

We refer to our telephone conversation today at 1800 hours Athens time 
and 

your email message sub ref: RL2113610 of 6 Feb 2003. 

You advise "that. the Cargo which is presently being loaded onto the 
M/T 

Eagle is potentially cargo that is not cargo that complies with UN 
Sanctions and therefore may be illegal cargo". 

When you approached us with this possible fixture you represented to 
us 

that the vessel was being time-chartered by your clients ? Millenium 
For 

the Trade of Raw Materials and Mineral Oils who were acting on behalf 
of 

-the Ministry— of- Energy and_lline.r-4l_Resources. of the Hashemite 


Message Continues 
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Page: 3 


RefNum:2114143 


Kingdom of 

Jordan, pursuant to power of attorney from the Ministry. Moreover, 
you 

represented to us that the lifting of the cargo from Iraq was 
pursuant to 

and compliant with the sanctions regime and controls of the United 
Nations 

Organization. It is also a fundamental condition of the charterparty 
that 

the vessel shall be employed by the charterers in lawful trades in 
lifting 

of lawful cargoes. These are warranties which you made since you had 
the 

direct contacts with the charterers, and their principals. Of 
course, the 

vessel owners relied on your warranties. 

When the vessel arrived at the area which is controlled by the naval 
forces 

of the states enforcing the UN sanctions the vessel was requested by 
same 

to identify the charterers on whose behalf she was going to load and, 
after providing this information, she was cleared to proceed. 

At this time the vessel has nearly completed loading and she is 
expected to 
top up soon._ 

Since she is time chartered she will need sailing instructions 
regarding 

her destination and orders for the delivery of the cargo. These 
instructions must come through you from the time charterers who, in 
the 

last message, which you just relayed to us with your reference 
"VRT2113953" 

assure owners that " the ships are granted safe passage in and out {of 
Iraqi by the UN Naval Forces". 

However, you advise that it "..may be appropriate for the 
Master/Owners of 

the vessel to contact the local coalition forces /escorts and advise 
same 

of the situation and request any further advise which the authorities 
may 

provide" . 

Your company is the only channel of communications Owners have with 
the 

time charterers , and they can only seek instruction from Odin Marine 
Inc . 

Moreover, since you are located a lot closer to New York, which is the 
center of the United Nations Organization, in one of the principal 
countries involved in the enfojGement of the UN sanctions Owners 
request, 

indeed demand, of you to liaise with the proper and competent 
authorities 

of both the UNO and the USA and obtain from them the necessary 
instructions, clearances, directions and information about what the 
vessel 

needs to do in order to safely proceed out of Iraq. You are in a 
much 

better position than Owners to explain matters since you have the 
contacts 

with the time charterers. Of course Odin must also provide the 

Charterers' 

sailing instructions. 

As the vessel is due to complete loading during the weekend you should 
send 

us by email whatever instructions you have for the vessel. 

Please note well that the safety and security of the crew and the 

-...Yess^eL _ 


Message Continues... 
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t-age : m 


KeiNum: 


are, in the circumstances, yours and the charterers responsibility, 
and the 

vessel owners will hold you and the time charterers responsible for 
any 

loss, damage or delay. 

Best Regards 


Shipping Berries S.A. 


Received: from hermes.gatewaynet.com ([217,19.69.34]) 
by srvmrs.odinraarine.com {NAVGW 2. 5. 2. 9) with SMTP id 
M2003022113544019538 

for <largetanker8odingroup.ccan>; Fri, 21 Feb 2003 13:54:41 -0500 
Received; 

by Chartering0sberries.com (8.12.6/8.12.1) with ESMTP id 
hlLIsdm9021249 

for <largetanker@odingroup.com>; Fri, 21 Feb 2003 20:54:39 +0200 

(EET) 

From: "Chartering Dept, of Shipping Berries S.A." 

<Chartering@sberries . com> 

Reply-To: "Chartering Dept, of Shipping Berries S.A." 
<Chartering0sberries . conv> 

To: "ODIN Mi^INE INC." <largetanker0odingroup. com> 

Date: Fri, 21 Feb 2003 20:57:12 +0200 
Subject; 

X-Priority: 1 (High) 

Message-ID: <OFB5C5F9A9. 9051CD6C-ONC2256CD4 , 0067E0Al@internal.net> 
X-MIMETrack: Serialize by Router on hermes/herraes {Release 5.0.11 
[July 24, 2002) at 02/21/2003 
08:54:39 PM 
MIME-Version: 1.0 

Content-type: text /plain; charset=iso-8859-l 
Content-transf er-encoding : quoted-printable 


Fax: 203-964-8115 
Telex: 49682099 

E-mail : largetanker (at ) odingroup. com 


End of Message 
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Estimated Financial Profits Achieved by a Sample of People Benefiting from the 
Allocations of Crude Oil 


The table below explains the estimates achieved by some individuals and other parties as a result 
of obtaining oil allocations from the former regime. These proceeds have been calculated based on 
our estimates of the profit margins related to each phase of the Memorandum of Understanding, 
and the crude oil lifting these individuals executed in each phase. 


No. 

Name 

Estimate of Profit 
(in Million) 

Total Allocation (in 
Millions) 


Zhirinovsky (President of the 
Liberal Democratic Russian 
Party) 

60.3 

8.6 


Hamida Na’naa (Syrian 
Journalist and writer) 

8.3 

1.4 


Mohammed Abd-al-Mannan 

30.7 

5.5 


George Tarkhanyan 

2.0 

.8 


Fouad Sarhan (Brazilian 
Merchant of Lebanese origin, 
was introduced by the office of 
Tariq Aziz) 

7.8 

1,0 


Ali Baloot (Lebanese 

Journalist) 

3.8 

.7 


Iraqi Friendship Society 

11.2 

1.7 


Orshanski (previous Counsel 
of Iraq in Ukraine) 

3.5 

.3 


Ilyas A1 Farzali (Lebanese 
Merchant and Journalist living 
in France) 

9.3 

1.3 


Benon Sifan (previous 
manager of the Iraqi program 
in the United Nations) 

9,3 

1,2 
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Duma Counci! 

Liberal Democratic Party of Russia 


No.: 283-4-105 
Date; 07/30/1997 

To; His Excellency Dr. Hasan Fahmi Jum’ah 

Extraordinary Authorized Ambassador of Iraq to Federal Russia 

Dear Friend, 

The Liberal Democratic Party made every effort since it was first established to bring both of our 
countries and people closer, and to consolidate and increase the common understanding between us, 
as well. 

We stood firmly against the enforcement of the United Nations economic sanctions which conflict 
with the interests of independent Iraqi people, and which were decided by order of the American 
capital. In order to balance the political situation in the world, we used our influence on the Duma 
Council to adopt resolutions that will facilitate the economic cooperation between our countries. A 
special resolution to lift the economic sanctions on Iraq was adopted in particular and by virtue of 
our party’s efforts. 

The party and I, personally, follow with concern the development of situation related to lift the 
economic sanctions on the Republic of Iraq, and we are confident that the economic sanctions, 
which are illegal and known to everyone, will be lifted very soon. 

Today, and by virtue of the United Nations resolution no. (986), your government implements a 
program to sell oil for food and medicine. 

We have commercial institutions that support the program and goals of our party, and possess true 
potentials and wish to supply medicine and food to the Republic of Iraq in the light of this 
operation. 

I hope that you will consider the possibility of companies and institutions we offer to participate in 
the mentioned operations; I suggest adding them to your list in order to implement the above- 
mentioned resolution of the United Nations. 

I hope this wilt serve the ideal steps to bring our countries closer together; it is considered one of the 
important basic elements of our common understanding. 

Sincerely, 

Vladimir Zhirinovsky 

Note; as far as the projects technical agreements issues, it can be verified with Mr. Kondratev V.V. 
(my assistant in economic affairs) 

Telephone: 2923324 - 2929204 
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hi the Name of God. Most Gracious, Most Mercifu! 


No.: M.KHl/1 1/1620 
Date: of Jumada Ai-Awal, 1418 Hijri 

Equivalent to October 1997 


Stamp 


Stamp 

Marketing Comniission / Office of the Executive 


Ministry- of OiPOffice of the Minister 

Director 


No.; S946 

No.:RM/KHl/8!4 


Date: 10/02/1997 

Date; 10/05/1997 




No,: 2355 
Date: 10/02/1997 
Office of the Mini-ster 


Secret 


To: Ministry of Oil 

RE: R ussian Delegat i on V i sits the Count ry 

In its telegram dated 09/30/1997, our embassy in Moscow has informed us that the Russian delegation, lead by (Mikael Gotzariev). 
deputy of the Duma Council leader, will arrive in the country on Sunday, 10/05/1997 to complete the contracts pertaining to oil and 
foods, (Zhirinovsky), head of the Liberal Democratic Party of Russia, requested full support to the delegation, and mentioned tliat 
(Gotzariev) is his personal representative and has full authority to sign contracts, the embassy added. Sidanco general manager to Iraq 
and the United Nations vrill accompany the delegation in order to buy oil on behalf of the Liberal Democratic Parly. The embassy 
mentioned that (Gotzanev) showed his interest to meet the minister of oil and the marketing director. 

Please review. 



TariqAziz 

Deputy of Prtitte Minister 
Acting Minister of Foreign Affairs 
10/01/1997 

[TC: There is a hand-written note to the bottom of this page that reads:] 

To: The Executive Director of Marketing ComniLssion 

Please take the necessary steps to contract for the appropriate quantity-. We arc working on meeting him with your presence, 



10,/09 


KHl 
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TO; Mr. V1«iiniir V. Zluriaiowky 

The Chief of the LDPR’s Faction 

FAX; on -7095-292-7961 

FROM; jDavid B. ChiflmWB, Jr. 

DATE: Dec^her 37, 1998 


Dear iir. Zhirinovsky; 

Today ! have r^uined t long ho^ess trip uui I vwuld like to confirm that eVeryriuiigpa ourside is 

xEttier control and tl^is no change in our LudmilDtoaissiffv will call bn Decehiger 24. Igor 

Ld>edeytoconfirai tbedetuls. YouknowOiat wehavesacceedcdtopulKaibi Moscow Bsacoi^riicring 
par^ for your allocidion. 

It would be vety 1ieii)fiil for the executitm 6t the second partof our job to rpcctvb you <ni Lettnh^ 

bflDPR, thcfoEowuig 

Quote 

To; l^yoil 

ATTN: DavuiB. CI}^sKn, J'r. 

FAX: (713)224^101 

DearS^: 

We IDPRbtntSrmdi^ oUrfria}i oil allocatioa of 7 maiioo baitels k assigned to Bayni! Wa will ^fir m 
to SOMO to conria^ tlua allocatioo with company desrigoated by Bayoit Upon receiving hrOOi you the / 
agreed premium priof to January 8*. 1999. 

Idx. Vladimir V. Zbirifiovsky 
Unquote 

We hope that we will be in ipasitiob to effect payment prior to year end but « theae are holidays inUS., 
Europe and Ibiasian thne may be aome delays th^fore Jmuaiy 8^ seems an iq^im^riate date. 

Hus is a veiy important document lo overcome the bankuig bureaucracy as well as to avoid any double 
ccmtiacting. 

Siocemly. 


David B. Chaim^ Jr. 


BAYOILUSA009397 
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Houston, 

February 24, 1999 
Via fax; 011 7095 244 3300 
To: JSC Nafta Moscow 

Attn Mr. Yu. N. Poukhov, Deputy General Director 
Dear Yuri Nickolaevich, 

As discussed today over the phone I am sending you by fax the du^ initialed and 
signed Contract and Agency agreement. We shaU k^p it with us until toinorrow, so if 
you see any omissions or you need some additional correction we would be able to 
effect them and to courier by DHL to you latest Thursday. 

As far as your discussions with SOMO are concerned we would like to share with you 
some experience. ' 

SOMO probably would want your view on pricing. This is abVohitSy normal as yon 
were the only Russian contact for them in the past and you are the only company with 
historical experience presently in Russia. We would leave to you the crude oil price 
situations iu Europe as we think you can easily work it out As far as the USA is 
concerned our view (shared with a lot of end users in USA) is: 

The O.S.P. formula price discount to W.T.L has increased since January to 
March from -S4.40AVTItd -S4.00 Wn, thereby increasing cost by USD 0.40A>art‘el. 

During the same period freight rates have increased from 47.5 - 50.0 to SO - 
dZS which has Increased cost by an additional U.S. S 0.25 - 0.30 / barrel. 

During the same period export volumes to North America have increased by 
. about 4 shipments per month or 240 M barrels per day. 

Together these factors of a USD 0.55 - 0.75 per barrel increase in cost 
accompanied by increased competition for market share in North America has left 
little or no economic benefit to F.O.B. lifters. 

The additional fact that many Basrah light end users in North America have 
cut runs due to substantial'negative refinery margins, has resulted in less 
requirements for April delivery. 

■ The combination of factors outlined above has led to great pressure 

on delivered value of Basrah light which has so far only been offset by refusal 
of Basrah shippers to sell below cost and instead increase floating storage stocks. 

. / BAY094)1296 

BAYOCtUWlOlC SOSTEW ; 713 224 8101 TO: 3771825 
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For the reasons outlined above, it is imperative that Nafta receive full flexibility with 
respect to lifting period and destination for the allocation being contracted for- and on 
behalf of Mr. Vladimir Volfovich, the UDPR. 

Enclosed you will find also a memorandum and suporting documents that we have . 
recentiy sent to SOMO. 

You have already received our new revised lifting program. There might be sOme 
strong arguments in Baghdad and we suggest your answer should be - that you are a 
service company of this contract and you are providing service to Mr. Zhirinovski, 
who is one of the greatest supporter of the Iraqi cause in the world. As SOMO 
recently increased the price of oil for March they have denied him of any benefit from 
Mardi shipment 

Off the record you may say that this contract further on is marketed by BayoE. This is 
under the agreement between Mr. Zhirinovsid and Bayoil that you are not aware of. 
Intention is to lift all quantities for North America only, however, for reason of 
security and maximization of economic result for the LDPK a European option is 
^needed. The flrst vessel for Ceyhan is firmly fixed and is for destination North 
America. ’ 

If you need to contact us you may ask SOMO. They have a satellite connection and 
they offer it to their partners sometime upon request Otherwise I believe that the 
other place you can send a fax out of Baghdad could be the Embassy of the Bussian 
Federation. 

Please note as I told you over the phone today that you might be ashed to contract 
some additional barrels on behalf of third country, Singapore or Bangladesh. We 
have informed the contract holders that ''Nafta Moskva" may contract with SOMO 
the same way you do it for IPDS. If this is the Case we shall increase the volume 
under our Contract only as the Agency Agreement is evergreen. The same applies for 
the additional barrels that have been requested by Vladimir Volfovich. This letter 
request is With you to be handed over to the Iraqi authorities. 

We would like to assure you that we have firm interest in any incremental barrels 
(different from the ones stated above) that you can obtain on your own and offer to us 
as separate contract. Prices and condit ions we would agree upon. 

Mr. David Chalmers and myself are wishing you and Vladislav safe and successful 
tripto-Iraq. 


Faithfully Yours, 
Ludmil Dionissiev 



BAY09-01297 
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02/11 '01 FKI 17:53 FAJ. 65 43S 5335 LUKOIL ASIaPAC '^001 


FROM : LUKOIL ASIA PACIFIC PTS LTD, SItJGAPORE 

TO : BAYOIL SUPPLY AND TRADING LIMITED 

TLX : 20644 

FAX : 1 713 224 8101 

CC : BNP PARIBAS (SUISSE) SA 

ATTN : GINA GRECO / CHRISTINE GENILLOOD 

TLX : 412100 

CC : LUKOIL SA 
ATTN : NEIL MAJSKI 


RE : M/T ''LICORNS PACIFIC*' - B/L DATED 10.10.2001 AT CEYHAN, 
TURKEY 

1,900,566 NET US BSLS OF KIRKOK CRUDE OIL 
CONTRACT DATED JULY 20, 2001 
O/REF, SC-004-01S 


PLEASE FIND HEREAFTER OUR TELEX INVOICE COVERING THE ABOVE 
MENTIONED DELIVERY. 

QUOTE 

LUKOIL ASIA PACIFIC PTE LTD 
65 CHULIA STREET, HEX48-07 
OCBC CENTRE 
SINGAPORE 049513 


BAYOIL SUPPLY AND TRADING LIMITED 
PO BOX CB 12918 
NASSAU BAHAMAS 


INVOICE NO SC-OO4-01S DATED NOVEMBER 01,2001 

PRODUCT KIRKUK CRUDE OIL, FOB CEYHAN TURKEY 

SHIPMENT M/T "LICORNE PACIFIQUE” B/L DATED 10.10,2001 
FOB CEYHAN 

TERMS FOB CEYHAN 

B/L QUANTITY 

259*684.782 MT GROSS B/L 
259*609.107 MT NET B/L 

API 33.02 1*908*566 NET US BARRELS 


FULL PRICE CALCULATION ; 


SOMO OFFICIAL PRICE: 

LESS API VARIATION 

PLUS CONTRACTUAL PREMIUM 
FINAL PRICE FOB CEYHAN 


USD 15.723 PER US BBL 

- USD 0.29 PER US BBL 

USD 15,433 PER US BBL 

+ USD 0.03 PER US BBL 

DSD 15.463 PER US BBL 


TOTAL AMOUNT DUE FOB CEYHAN USD 29* 512’ 156.06 


SNT 024241 

SNT 024241 
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02/li '01 FRI 17:53 F^JL 65 438 5335 LUKOIL ASIAPAC 


PAYMENT IN IMMEDIATELY AVAILABLE HINDS, WITHOUT SET-OFF, DEDUCTION 
AND/OR COUNTERCIAIM : 30 CALENDAil DAYS FROM BILL OF XADING CATE 
CB/L DATE TO COUNT AS DAY ONE) AS FOLLOWS 


LTD 

GENEVA 


A) OSD 29'454'899.08 CONVERTED IN EURO BY USING 
THE EURO/US EXCHANGE RATE AS PER SC»«>'S PAYMENT 
FORMULA PER L/C NO LCIM 2196042 OPENED BY RNP 
PARIBAS (SUISSE) SA GENEVA IN FAVOUR OF THE UNITED 
NATIONS . 

B) USD 57'256.98 TO BE PAID TO LUKOIL ASIA PACIFIC PTE 
ACCOUNT NO 79739/lN WITH BNP PARIBAS (SUISSE) SA, 
ATTN MS GINA GRECO. 


DUE DATE 08.11.2001 


PLEASE CONFIRM PAYMENT WITH GOOD VALUE ON DUE DATE 

BEST REGARDS 

LUKOIL ASIA PACIFIC PTE LTD 
VICTOR LIM CHRISTOPHS MILLET 


SNT 024242 

SNT 02424? 
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12:33 PM Bayoil Supply & Trading, Ltd. 

07 / 16 OT Transaction Detail By Account 

AccnMt eMii January IdSS through December 2003 


T)rp« D8t« Num Name Memo CIbm Spitt Amount Balance 

Oroaa Sale* 

Salea • OK Products 

Deposit 1t/13/2001 REV VALERO MARK... l_PACIFlQUE-3 V-501« Paria... 7,678,t90.25 7,678,19025 

Deposit 11/16/2001 REV VALERO MARK._ L.PACIFIQUE-3 V-501te BNPPanba... 7,880,197.79 16,558,388.04 

Deposit 11/19/2001 REV EQUIVA LPACinQU£-3 V-50165 BNPPariba,. 7.819,569.81 23,377,957,85 

Deposit 11/20/2001 REV VALEROMARK.. L.PACiFIQUE-3 V^16S BNPPariba... 7,914,064.15 31.292,012.00 

Total Sates - Oil Products 31.292,012.00 31.292,012.00 


Total Gross Sates 
Cost ot Sales 

ExchanQe galiVloss 

Check 11/8/2001 PURCH 

Total Exchatx^ Oain/ioss 
Crude Purchases 

Chock 1000/2001 PUR 

Chock 11/8/2001 PURCH 

Chet* n/a/2001 PURCH 

Genera Journal 11^50/2001 Je-Ck-03 

Total Oude Purchases 
Interest 

Chock 10/ia^1 LOAN 

Check 1(yift®»1 LOAN 

Chock 11i««l01 LOAN 

Check 11/8/2001 LOAN 

Check 11.%/2001 LOAN 

Check 11/1312001 LOAN 

Chei* 11/16/2001 LOAN 

Check 11/19/2001 LOAN 

Check 11/2CV200! LOAN 

Total Irttarest 
inapeetlon 

Check 10«4/2001 INSP 

Check 11/7/2001 FRONT 

Check 11/7/2001 FRGHT 

General Journal 11/302001 Je-Ck-OS 

Cheek 4/102002 WSP 

Ohm* S/19/2002 INSP 

Check 8/19/2002 INSP 

Oteck 01102002 INSP 

Check 3/102002 MSP 

Cheek 0/19.2002 tNSP 

General Journal 3A50/2002 Je-C0»-21 

TMel Inspechon 
Insurance 

General Journal 11/30/2001 J»Ck-09 

Cheek 1/3/2002 INS 

Check a/%/2002 INS 

General Joum^ 3/31/2002 J»<k-O0 

Total Insurance 
UC Charges 

Check 1 (VS/2001 LC 

Total LC Charges 

FrsighI 

Check 9/27/2001 FRGHT 

Che<* 9/28/2001 FRGHT 

Check 10««I01 FRGHT 

Deposit 10/16/2001 CREOTT 

Check 10/17/2001 FRGHT 

Check 1(V2a2001 FRCHT 

Check 11/8^001 FRa^T 

Check • 11/16/2001 FRGHT 

Depos« 11/302001 FRGHT 

Chock 12/32001 FRGHT 

Check 3/1 1«002 FRGHT 

Check 4/12/2002 TOGHT 

Cbe^ 5/17/2002 FFK»1T 

Cho<* 11/6«)02 FRGHT 

General Journal S/22/2003 FRGHT 

Totel Frels^ 


31.292,012.00 31.292,012.00 


UNITED NATTO.. LPACfraUE-3 V-50165 BNPPanba. -14.909 16 -14,909.16 

-14,909 16 -14,909.16 


PLASOD SHIPP... LPACff1QUE-3 V-50166 Cash-CAI... -572.569.80 -572,569.80 

lUKOtt, PETRO . L PACIFIOUE-3 V-50165 BNP Panta... -57,256.96 -629,826.^ 

UNITEONATIO... L.PACff1QUE-3 V-S016S BNPPariba.. -29.550.327.38 -30.180,154 16 

Accrual A.Gainma-7 V40165 Accouttls R... -130.000.00 - 30,310,15416 

-30,310.154.16 -30,310,154.16 


BNPPar4a... -1,290.67 -1,290 67 

BNPPanba -isa.ra -1,472.76 

Cash-CAI.. -639.39 •2,01216 

BNP Pariba -2,960.00 4.9/^ 1 5 

BNPPariba -7B8.67 -5,760.82 

BNPPanba., -13.537.^ -19,29667 

BNPParAia -6.41 B.66 -25.71743 

BNPPanba.. 4,494.00 -30,211.33 

BNPPanba,. -SISSS ■31.027,66 

■31.027.66 -31.027.66 


BNPPartia... 402 40 -6(^.40 

BNPPariba.. -900.00 -1,70240 

BNP Panba, . -900.00 ■2.6Ca,40 

-SPLIT- -25,000.00 -27.602,40 

BNP Pariba. . -5,936.69 43,539 29 

BNPPanba. -1,957.09 -35,496.38 

BNPPatTbe -1.815.83 47,31221 

BNPPanba... -2.040.2S 49,352.46 

BNPPariba -831.60 40.184.06 

BNPPanba... -1.11260 41,29666 

Estimated . 6457 96 44. 838,68 

•34,838,68 


Accrual L Paciric-3 V-50165 Inspection -20.000.00 -20,000.00 

CRAIG FERGU... L.PACIFI0UE4 V-50165 BNPPariba... -22,046.69 42,045.69 

CRAIG FERGU... L.PAaFIOU64 V-5016S BNPPariba... .2.693.88 44.639.57 

Reverse Acciual LPaahc4 V-$0i6S Estimated... 20,000.00 -24.63957 

44.6W.57 -24.6396? 


LKITED NATO .. L.PACIFlOUE-3 V-S016$ BNPPanba... 48,696 40 -46,696.40 

46,696.40 46,696.40 


UCORNEPACl- LPACffTQUE4 V-5016S BNP Panba... -783,164.20 -783,164.20 

NATWESTOFF . LPACIFKXIE-3 V-50165 BNPPanba... -1,000.00 -784,164.20 

LICORNE PAa... LPACIRQUe-3 V-50165 BNPPariba 495,996.90 -1,280.181.10 

NATWESTOFF. LPAClFK3L«-3 V-6Q185 BNPPanba... 990.00 -1.279.171.10 

BOUTROSMA... LPAC1FIOUE4 V.50165 BNPPanba.., -201,882 00 -1,481.053.10 

SHELL MARflE... LPAC1FK3UE-3 V-5016S BNPPanba... -834,6W,42 -2,115.738.52 


LK»RNEPAa.. 

LPACIFK3UE4 

V-50165 

BNP Panba... 

-175,998.90 

■2.291,737.42 

CEPSA GIBFIAL... 

L PACIFIQUE-3 

V-50165 

BNPPariba... 

•741.089.91 

-3,032.827.33 

LiCORNE PAO... 

LPACtFIOUE4 

V-50165 

BNP Panba... 

965,636.68 

•2.067, 290.K 

UCORNEPAa,, 

L.PAC»FlOUE-3 

V-SQI65 

BNPPariba... 

-325.00 

-^067.615.65 

LICCWWE PAO... 

LPACIFtOUE-3 

V-80165 

BanqueBnt... 

-5.653,(» 

•2.073,168.70 

SGSCSI 

LPACIF1QUE4 

V-5016S 

Cash - CAI ... 

450.00 

•2.073, 618.ro 

BARWILAGEN... 

LPACIFICXie-... 

V-5016S 

BNP Pariba... 

•1.000.00 

-2074,618.70 

BARW«.AGEN... 

i-PACinOUE-... 

V401« 

mP Pariba... 

-1.000.00 

-2075.618!ro 


L.PACIFIOUE4 

V.SQ165 

Prepaid Items 

-230.00 

-2.075.84S.ro 





-2.075.848.70 

•2.075,848.70 


OtlNSPECTO. 

SGSCSl 

SGSCSI 

Accrual 

OllNSPECTlO... 

INSPECTORAT... 

INSPECTORAT... 

INSPECTORAT... 

INSPECTORAT... 

INSPECTORAT 

Reverse Accrual 


LPACIFIQUE4 

L.PAClFIQUE-3 

LPACinOUE4 

L. Pacific4 

LPACIFIOUE4 

LPACIFIQUE4 

LP/kCIFIQUE4 

LPACIFIQUE-3 

L.PACFIOUE4 

L.PACIFIOUE4 

L Pacific-3 


RXEDTERMA . LPACIFIQUE4 V-S01W 

FI)«OTERMA.,. LPACtFK)Ue4 V-5016S 

R>$DTERMA,. L.PACinQUE4 V-501K 

FIXED TERM A... LPACOTQOE4 V-60165 

F1XEDTEW4A... L.PAClflQUE4 V-50165 

FIXED TERM A.. LPACIFXXIE4 V-50t65 

FIXED TERM A... LPAC1FKXIE4 V-601K 

FIXED TERM A.„ LPAaFlQUE4 V-50165 

FIXED TERMA... LPACIFIQUE4 V-6016S 


Page1 
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0^/11 'OL FRI 16:59 FAX 65 43« 5335 LlfKOfL ASlAPAC l^OOl 


FROM ; LUKOIL ASIA PACIFIC PTE LTD, SINGAPORE 

TO : BAIOIL SUPPLY & TPJXDING LIMITED 

TLX : 20644 

FAX : 001 713 224 3101 

CC : BNP PARIBAS {SUISSE} SA 

ATTN : GINA GRECO / CHRISTINE GENILLOOD 

TLX : 412100 

CC : LUKOIL SA 
ATTN : NEIL MAJSKI 


RE : M/T ’‘ASTRO GAMMA’* - S/L DATED 14.10.2001 AT MINA AL BAKR 
1'333’263 NET US BBLS OF BASRAH LIGHT CRUDE OIL 
CONTRACT DATED JULY 20. 2001 
0/REF. SC-005-01S 


PLEASE FIND HEREAFTER OOR TELF.X INVOICE COVERING THE ABOVE 
MENTIONED DELIVERY. 

QUOTE 

LUKOIL ASIA PACIFIC PTE LTD 
65 CHULIA STREET, HEX48'07 
OCBC CENTRE 
SINGAPORE 049513 

BAYOIL SUPPLY AND TRADING LIMITED 
PO BOX CB 12918 
NASSAU BAHAMAS 


INVOICE NO SC-OO5-01S DATED NOVEMBER 06,2001 


PRODUCT BASRAH LIGHT CRUDE OIL, FOB MINA AL BAKR 

SHIPMENT M/T • 'ASTRO GAMMA’* B/L DATED 14,10.2001 
FOB MINA AL BAKR 

TERMS FOB MINA AL BAKR 

B/L QUANTITY 


254*401.661 MT GROSS B/L 
254*117.702 MT NET a/L 

API 30.40 1*833 '263 NET US BARRELS 


FULL PRICE CALCULATION : 


SOMO OFFICIAL PRICE: USD 14.225 PER OS BBL 

LESS API VARIATION - OSD 0.36 PER US BBL 

// USD 13.865 PER OS BBL 

PLUS CONTRACTUAL PREMIUM + USD 0.03 PER OS BBL 


FINAL PRICE FOB MINA AL BAKR USD 13-895 PER OS BBL 


TOTAL AMOUNT DUE FOB MINA AL BAKR USD 25*473*189.39 


PAYMENT IN IMMEDIATELY AVAILABLE FUNDS, WITHOUT SET-OFF, DEDUCTION 
AND/OR CODNTERCIAIM : 30 CALENDAR DAYS FROM BILL OF LADING DATE 
(B/L DATE TO COUNT AS DAY ONE) AS FOLLOWS 

A) OSD 25 *413 '191. 50 CONVERTED IN EURO BY USING 


SNT 024997 

SNT 024997 
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UJ/11 01 FRI 18:59 FAJC 65 13S 5335 LtiKOIL ASIAPAC ©002 


THE EORO/OS EXCHANGE RATE AS PER SOMO’S PAYMENT 
FORMaiA PER L/C NO LCIM 2196355 OPENED BY BNP 
PARIBAS (SUISSE) SA GENEVA IN FAVODR O? THE UNITED 
NATIONS, 

B) USD 54 ’997. 39 TO BE PAID TO LUKOIL ASIA PACIFIC PTE LTD 
ACCOUNT NO 79739/lN KITH BN? PARIBAS (SUISSE) SA, GENEVA 
ATTN MS GINA GRECO. 


DUE DATE ; 13.11.2001 


PLEASE CONFIFl-I PAYMENT WITH GOOD VALUE ON DUS DATE 


BEST REGARDS 

LUKOIL ASIA PACIFIC PTE LTD 
VICTOR LIM CHRISTOPHS MILLET 


SNT 024998 

SNT n24QQft 
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2:14 ra BayoM Supply & Trading, Ltd. 

muH Transaction Detail By Account 

Aecniti Bute January 19S5 through Daeamber 2003 




Num 

Name 

Memo 

Cteee 

Spin 

Amount 

8Manc« 

GrM«S^ 









Stin-tMIProdii^ 








Ganarti Journal 

11A30/2Q01 

Je-CK-03 

Various 

A.QAMMA-7 

V-60173 

Accounts R... 

;M,478.»a6.ee 

26.476,^.86 


12117/2001 

REV 

PAO: 

A.GAMMA-7 

V-60173 

BNPParSa... 

6,194,846.65 

34,671,833.31 

0^09« 

i:iyi7/aooi 

Rev 

C^IEVRON 

A.GA>i»M-7 

V-50173 


6,8^.439.44 

41.611.2^.75 

Check 

12/17/2001 

REV 

Qk^PC/H 

A.QAIiiMA-7 

V^173 

BNP Psriba- 

-e.839.439.44 

34.671,833.31 

Deposit 

12l17/a»1 

REV 

C>«VR0NCa.. 

A.QAMMA-7 

V-50f73 

WP Panto... 

6.839,439.44 

41.511.272,76 

Deposit 

1 2120/2001 

REV 

VALERO MARK... 

A.QAMMA-7 

V-S0173 

BW»Pariba-. 

7,0K.7O3.89 

48.576.976.64 

Deposit 

1221/2001 

REV 

V/U.EROMARK... 

A.QAMM-7 

V-S0173 

BNP l^rto... 

4.376.99669 

52.653,97332 

Cheek 

12i27/^1 

PYMNT 

PACC 

A.QAMMA-7 

V-S0173 

WtPParto 

-25,958.20 

52,928,115.12 

QeneralJounai 

1221/2001 

4a<%-33 

Reverse Accrual 

A GAMMA-7 

V-50173 

-SWJT- 

•26.478.^6-66 

451.128.46 

Tol^ Sales ‘ OH Products 






26,451.128.46 

26,451.128.46 

Total Gross Sates 







26,451.128-46 

26.451.128.46 

CoatofSiJee 









Broker CoffliR 
Chedc 


1427 

SYNTEJCNER- 

A.gammB-7 

V-50173 

Cash-WelL. 

-260.00 

-260.00 

ChetA 

3/12/2002 

1427 

SYNTE/^ER... 

AOamma-7 

V.S0173 

Cash-Wea.. 

-»000 

-500.00 

Check 

3/122002 

1427 

SYNTEJOENER- 

AOamma-7 

V-50173 

Cash-W^... 

-250.00 

-750.00 

Check 

3/122002 

1427 

SWTEXENER-- 

A.Gamma-7 

V-50173 

Cash-WeB... 

•500.00 

•1.250.00 

Check 

3/12/20Ce 

1427 

SYNTEXENER 

AGanima-? 

V-60173 

Cash-Wen. 

■300.00 

-t.550.00 

Check 

3/122002 

1427 

SWrEXENER. 

A.gamma-? 

V-S0173 

Cash -Wei 

•300.00 

•1,850, 00 

Check 

muiTX/a. 

1427 

SYNTEXENER._ 

AQafflma-7 

V-50173 

CaJdi-WeA. 

-300.00 

-2.150 00 

Owck 

3/12/S»02 

1427 

SYNTEXENER... 

AQamme-7 

V-50173 

Cash-WeK... 

-300.00 

•2,450.00 

0»ek 

3/122002 

1427 

SWTEXENEfl... 

A.Qainfna'7 

V-60173 

Cash -Wei. 

•300.00 

-2.750.00 

Cheek 

3/122002 

1427 

SYNTEXENER... 

A.Qafflina-7 

V-60173 

Cash -Wei... 

-1.000.00 

-3,75000 

(%eck 

6^72002 

1496 

UNfTEOCROO... 

A.QAMMA-7 

V-S0173 

Cash -Wei... 

-125.00 

-3,875.00 

Check 

miissaz 

1459 

UNTTEOCRUO .. 

AQAMMA-7 

V-50173 

Cash -Wei 

-soaoo 

-4,375.00 

Total Broker Comm 






•4,375.00 

-4.375.00 

Ex^wnge geMtoM 








Check 

11/132001 

PURCH 

UNITED NATIO 

A.OAMMA-7 

V-50173 

BNP Petto.. 

•10,742.91 

-10,742.91 

Total Exchange gsNVIose 

erode PtNohasea 






•10,742.91 

•10.742.91 

Check 

10/30/2001 

PUR 

PLASCO SHIPP... 

AGamffle-7 

V-50173 

Cash-CAl.. 

•103.630.39 

-iaS.630.3S 

Oieek 

10/302001 

PUR 

PLASCO SMPP... 

A Gamma-7 

V^i73 

Cesh-CM.. 

•66.799.B1 

•170.4302K) 

Oieck 

11/132001 

PURCH 

LUKOIL PETRO.. 

A.GAjiiMA-7 

V^173 

BNPPatto.. 

-54,997.89 

•2^,428,09 

Check 

11/132001 

PUR01 

UMTEO NATIO... 

A.GAMMA-7 

V-60173 

BNP Parlba... 

-25.418.191.50 

-^.643.619.59 

Geneiai Journal 

11/302001 

Je4>-03 

Accrual 

A. Gemine-7 

V-50173 

Accotmts A.. 

•130.00000 

-25.773,61959 

Oemiai Joumti 

11/302001 

Je-Ck-03 

AccauI 

AOamma-7 

V-S0173 

Accounts A. 

-250.512.72 

-26,024,132,31 

General Joum^ 

1221/2001 

J»<>c33 

Aoeru^ 

A. Qemma-7 

V-60173 

Sales-Oe.. 

•129,035.98 

-26.153.16829 

Total Ciude Purchases 






•28.153,168.29 

-26,153.168 29 

Mereat 

Check 

11/13/2001 

LOAN 

PiXEOTERMA 

A.GAMMA-7 

V-$0173 

BNpPato... 

-962.50 

•96269 

Cheek 

11/132001 

LOAN 

nXEOTERMA... 

A GAMMA-7 

V-50173 

BNP Panto. 

•1,717 53 

■2,680.93 

ChKk 

11/132001 

LOAN 

RXEDTERMA.- 

AQAMMA-7 

V-60173 

BNP Paitto.. 

•292.36 

-2.97239 

General Journal 

11/302001 

Je-Ck-03 

Acenjal 

A. Gunme-7 

V-80173 

Aeeeunis A. 

•135,000 00 

•137.972,39 

Cheek 

12/102001 

LOAN 

FIXED TERM A... 

A.QAIiMM-7 

V.60173 

BNP Pato... 

•63.315.00 

-201287.39 

Check 

12/102001 

LOAN 

FIXED TERMA . 

A.QAMMA-7 

V-50173 

BNPPatto.. 

-1,155.00 

•202,442.39 

Oieek 

12/122001 

LOAN 

nXEO TBtM A... 

A.QAMMA-7 

V-50173 

BNP Panto.. 

■4.41734 

^.K9.73 

Che^ 

12/172001 

LOAN 

FIXB1TS1MA... 

ACk/>MMA-7 

V.S0173 

BNP Pato... 

•11,01597 

^17.875.70 

Check 

12202001 

LOAN 

FIXED TERMA... 

A.aAtMA-7 

V-50173 

BNP Pato... 

-3,02744 

-220,903.14 

Chedi 

1221/2001 

LOAN 

FWeOTERMA. 

A.GAMMA-7 

v-50173 

BNP Pato 

•894 68 

•221,797.72 

ChMk 

12242001 

LOANS 

nxa^TERMA... 

A.GAMMA-7 

V-S0173 

BNP Patto... 

-1.846.58 

•223,644.30 

General Jnarai 

12/31/2001 

Je^-33 

Reverse Accrue 

A GAMiM-7 

V.50173 

Sales - CXI .. 

136.000.00 

•68.644.30 

Total Iniere^ 







■88.644.30 

-86.644.30 

Inepa^on 
General JoumM 

11/302001 

Je-Ck-03 

Accrual 

A Gamme-7 

V-50173 

Accounts R... 

-35.000.00 

-M.000.00 

Cheek 

3/112002 

MSP 

OIL lNa>ECTIO 

AGAMMA-r 

V«}173 

BNP Parto... 

•23,709.96 

-68,7C».96 

GenersM Journal 

3/31/2002 

Je-Oi-12 

Reverse Accrual 

AQamma-7 

V-50173 

Lightenrtg C... 

12.54086 

-48,169.10 

Check 


FT1GHT 

06C SHIPPING... 

A Gamma-7 

V^173 

BNP Pato... 

•2.878.60 

-49,047.70 

Check 

9/19/20^ 

MSP 

WSPECTORAT 

AGAIAM-7 

V-50173 

BNP Parto... 

-1,814 44 

-50,8^.14 

Check 

9/1920i» 

MSP 

INSPECTOflAT... 

A.GAMAA-? 

V-50173 

BNP Pailba .. 

-2.02684 

-52, ^.98 

Chadc 

9/192002 

INSP 

INSPECTC«AT.„ 

A.GAMMA-7 

V-50173 

BNP Panba... 

-2.370.95 

-S5.K9.93 

Cheek 

9/192002 

MSP 

WSPECTORAT.^ 

A.GAMMA-7 

V-S0173 

BNP Parto... 

•1,034.09 

•56,294.02 

GenemI Journal 

9202002 

Jft<X}9-18 

Reverse Accrual 

AGMnffla-7 

V.50173 

Estimated ... 

11,013.51 

-45.280.51 

Total Inspection 







■45,280.51 

•46.280.51 


Psgel 
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2-JCQ PH 
07^6/04 
Accrual Batt* 


Bayoil Supply & Trading, ltd. 

General Ledger 

As of Deeomb^ 91, 2003 


Datarrsd IrKoma 
Total Deterred Income 
Accured ^penaes 
Total Accured Bqsenses 


Type 

Date 

Hum 

N«ne 

Memo 

Split 

Amourtt 

BalarKse 

Estimated Cargo Costs PsyatMe 






0.00 

General JoiOTial 

11/3(y2001 

Je-Ck-03 

Acenrat 

A. Gamma-7 

Aectair^s R... 

-527.189.53 

-527.189.53 

Journal 

11/302001 

Je-Ck-03 

Accrual 

A.6amma-7 

Accounte R... 

-250,612.72 

-777,7<«.25 

Genera} Journal 

12/31J2001 

Je-Ck«33 

Reverse Acer... 

A. GAMMA-7 

Sales -Oil ... 

-227,158.40 

-1.004,860.65 

Garter^ Journal 

12/31,^1 

Je<3«-33 

Accrual 

A. Gamma-7 

Sales -OH ... 

•129.035.98 

-1,133,896.63 

General J^mai 

3/31/2002 

Je-Ck-12 

Rev^e Acer... 

A. Oamma*7 

Ushering ... 

369,730.39 

-764,166.24 

Check 

4/10/2002 

INSP 

OIL INSPECT... 

ASTRO GAMMA-7 

BNP Parib... 

11.445.63 

-752,720.61 

General Journal 

4/302002 

Je-Ck-12 

Reverse Acer... 

A GAMMA-7 

U^ering... 

20,334.44 

-724,386.17 

Deposit 

5/1/2002 

DEM 

VALERO MA... 

A.GAMMA-7 

BNP Pitfib... 

-66,644.44 

•793,030.61 

OefxjsK 

5/2/2002 

FRGHT 

KRISTEN NA... 

AGAhWA-7/DUE ... 

BNP Parib... 

402.468.40 

-390462.21 

Check 

9W2002 

PUR 

PLASCOSHI... 

ASTRO GAMMA-7 

Cash-CAl... 

379.540.70 

-11,013.51 

General Joixnal 

9/30/2002 

Je-C09-18 

Reverse Accr.„ 

A. Gamma-7 

inspection 

11.013.51 

0.00 

Total Estimated Cargo Coste PayaWe 




0.00 

0.00 

Loans Psysbie 







0.00 

Losn ' BBt 







0.00 

Total Loan • BBL 







0.00 

Loan • Paribas 







0.00 


10/18/2001 

LOAN 

FIXED TERM ... 

ASTRO GAMMA-7 

BNP Parib... 

•385,000.00 

-385,000.00 

Oapcsk 

10/22/2001 

LOAN 

FIXED TERM ... 

A.GAIi.tfy(A-7 

BNP Parib... 

-803.000.00 

-1,188.000.00 

De^H 

1t/8«Q01 

LOAN 

RXEOTERM ... 

AGAMMA-7 

BNP Parib... 

-468,000.00 

•1,656,000.00 

Check 

11/13/2001 

LOAN 

FIXED TERM ... 

A6AMMA-7 

8NP Parib... 

365,000.00 

-1.271,000.00 

Oieck 

11/13/2001 

LOAN 

FIXED TEW** ... 

AGAMMA-7 

BNP Padb... 

803.000.00 

•468.000.00 

Check 

11/13«001 

LOAN 

FIXED TCRM ... 

AGAMMA-7 

BNP Facto... 

468.000.00 

0.00 

Deposit 

11/13ffi001 

LOAN 

FIXED TERM ... 

AGAMMA-7 

BNP Parib... 

-26,800,000.00 

-26,800,000.00 


11/16/2001 

LOAN 

FIXED TERM ... 

AQAMMA'7 

BNP Parib... 

-550.000.00 

-27,350.000.00 

Check 

12/10/2001 

LOAN 

FIXED TEffiirt ... 

AGAMMA-7 

BNP Panto... 

26,800,000.00 

-550.000.00 

Check 

12/10/2001 

LOAN 

FIXED TERM... 

AQAMMA-7 

BNP Parib... 

550,000.00 

0.00 

Depose 

isnoQooi 

LOAN 

nXEDTERM... 

AGAMMA-7 

BNP Parto... 

-27.350,000.00 

-27,350,000.00 


12/12/2001 

LOAM 

FIXED TERM ... 

AQAMMA-7 

BNP Parib... 

27.350.000.00 

0.00 

Depose 

12/12/2001 

LOAN 

FIXED TERM... 

AGAMylA-7 

BNP Par*... 

-27,350,000.00 

-27,350.000.00 

Check 

12/17/2001 

LOAN 

FIXED TERM ... 

AQAMMA-7 

BNP Parib... 

27.350.000.00 

0.00 

Deposit 

1^7/2001 

LOAN 

FIXED TERM ... 

A.QAV^-7 

BNP Par*... 

-12,315,000.00 

-12,315.000.00 

Chock 

12/20/2001 

LOAN 

nXED TERM ... 

AGAMMA-7 

BNP Parib... 

12.315,000.00 

0.00 

Deposit 

12/20/2001 

LOAN 

FIXED TERM ... 

AGAMMA-7 

BNP Par*... 

'11,300,000.00 

•11.300,000.00 

0)Mk 

1S/3ii/S001 

LOAN 

FIXED TERM ... 

A.QAMMA-7 

BNP Parib... 

11,300.000.00 

0.00 

D^)oslt 

12/21/2001 

LOAN 

FIXED TERM... 

AG/UI4MA-7 

BNP Par*... 

-7,830.000.00 

•7,830.000.00 

Check 

12^4/2001 

LOANS 

FIXED TERM ... 

A.GAMMA-7 

BNP Par*... 

7,830.000.00 

0.00 

Total Loan - Paribas 





0.00 

0.00 

Losn«CAt 







0.00 

TotaJ Loan • CA! 







0.00 

Loan-UOB 







Q.OO 

To^ Loan - UOB 







0.00 

Loans Payable - 

Other 






0.00 

Total Loans Payabte • Other 






0.00 

Total Loans Payable 






0.00 

0.00 


0.00 

0.00 

0.00 


Pr(^>«rty Taxes Pebble 
Tctoi Pr<^>ef^ Taxes PayaWe 
Accrued Payroll 
Total Accrued PayroH 
Pa^^i Taxes Pa^ble 
Tola! PajroB Taxes Payable 


0.00 

0.00 

0.00 

0.00 

0.00 

0.00 


PsgeS 
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Zhirinovsky’s Offer of Moscow Buiiding 



St29123 Moteow a m M w g iriad 


V1MJ5 $I3 1«PM 
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<J)E/ira'A;iMIOE COEPAHHR POCCHHCKOH OEflEPAUKH 

SAMECTHTEJIb nPE^CE^ATEJIH 
rOCy/],APCTBEHHOH p,YMb\ 

103265, MocKsa. ya. Oxothm^ ^ 


« /'A“ 2 00 r. >^lJizjLl.iA£^ 


TO ms EXCELLENCY 
DEPUTY PRIME MINISTER 
MR. TARIQ AZIZ 


Your Excellency 
Dear Friend, 

I would like to trouble you once again about the situation with the vessel “Astro 
Beta" with B/L January 6*, 2001 (this vessel waited for loading since 27''' of 
November 2000 till 6'*' of January 2001). 

I was sure that all pending matters with the above referenced vessel had been 
discussed and solved, and thus came to me as a great surprise that the “third 
part/’, assisting us on the case is still liable for the execution of this contract. 
Therefore, I feel obliged to make dte following statement: 

1. As discussed before I have taken the foil responsibility to satisfy your 
requirementi and T would like to underline oncp. again that the only one 
responsible in this particular case is I. The process of settling the matters 
has taken longer time than expected due to a complicated documentation 
process, for which you are fully aware and duly informed. I would like to 
assure you once again Ural wc aic doing tlie -utmost to prevent any further 
delays. 

2. Having said tills I would like to thank this “third party”, who have made 
oral and written Guarantees in favor of the Supplier in a moment when I 
was unable to do the same and therefore contributed greatly for the prompt 
release of the vessel. I would like to request that you also release this “third 
party” from any further obligations, if you have not done it already. 

3. There were also certain obligations undertaken by the Supplier to cover all 
the accumulated costs during the extensive waiting time, and for the 


WM000015 
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Ffiai : 0C00 PHC»E NO. : 00000000 Mf«. 12 2002 03 : 0 a=fi 

purpose a well-documented claim has been presented. However, thus far we 
did not want for any action from the side of the Supplier to proccs.s the 
claim. 

4. During our numerous meetings we discussed question about delivery of 
building on the free basis in the center of Moscow for Arabic school and 
you would cover the duty. 

Today the building registration documents are on the final stage of 
registration and it will be ready on the April of 2002. 

I hope very much that during the visit of this "third party" next week you will find 
such a constructive way and will satisfy the interest of all the parties involved. 


If, however, my additional assistance is required please don't hesitate to contact 
me. 



WM000016 
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in the Name of God, Most Gracious, Most Merciful 

Republic of Iraq 
Ministry of Oil 

State Oil Marketing Organization 
(State Company) 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 6322 
Date; 06/08/1999 


To: H.E. the Oil Minister 

RE: Anproval on E xp orted Cnide Oil Co ntracts 

Following to our memorandum no, KHl/8207 dated 06/03/1999, and based on the allocations statement coupled with the approval of 
President Leader (may God protect him) as per the letter of the Presidency - Secretary no. 3080/K dated 05/27/1999 regarding the 
allocation of (10) ten million baneis to the company of the Liberal Democratic Patty of Russia, please find below the details on the 
contract signed with Nafta Moscow Company on behalf of the aforesaid party as a part of the above-mentioned quantity as follows: 

1- Number of Contract; M/06/25 dated 05/31/1999 

2- Name of Company Buyer; Nafta Moscow 

3- Nationality; Russian 

4- Quantity: (2.5) two million five hundred thousand barrels 

5- Type of Crude Oil: Al-Basrah light FOB ALBakr terminal 

6- Destination of Cnide Oil: Europe and / or America 

7- Pricing Formula; European and / or American markets depending on the need 

8- Period of Supply: Until 11/20/1999 

9- Estimated Value: (32.5) million U.S. dollars based on an estimated rate of $13/barrel 
For your review and approval, please. 

Regards, 


No.; Klfl.''S-16.S 
Dale: 24 Safar, 1420 H 
Equivalent to 06/08/1999 



Saddam Zcl^n Hassan 
Executive Director 


[Miscellaneous signatures] 


For the approval of the minister 

I approve 



06/13 

(Page footer] 


Arabic telex 5834 SOMO 
P.O. Box 5H8 Baghdad- Iraq 


Telex 212198/212199 
Tel. 7742040 - 10 
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To: H.E. the Oi! Minister 

RE: The French Personality (Charles Pasqua) 

- The president leader (May God Protect him) has approved the allocation of (3) 
million barrels to the French personality (Charles Pasqua). 

- The French personality (Bernard Guillet) visited us this morning on the part of 
(Charles Pasqua), and requested to send the oil contract to (Gemnar), the Swiss 
company to be signed since this is their chosen company. Wlien we explained it 
was essential to choose a French company since the quantity was allocated to a 
French personality, Mr. (Bernard Guillet) said that was impossible for political 
reasons, and that he explained the situation to Mr. Tariq Aziz, 

- We asked Mr. (Bernard Guillet) to provide us with a letter in which Mr. (Charles 
Pasqua) authorizes (Gcnmar) company to lift the crude oil. He declined and 
explained that they cannot do that fearing political scandals. 

It is worth to mention that both Mr. (Elias Al-Farzali) and Mrs. (Hamidah Na’naa) have 
chosen the same Swiss company (Gciunar) to sign the contracts related to the quantities 
allocated to them, and in the same way Mr. (Bernard Guillet) requested; meaning sending 
the contract by fax, which also means that (Getunar) company’s representative does not 
have to come to Baglidad to sign the contract. 

Please review and advice. 

Regards, 

Saddam Zeben Hassan 

Executive Director/ State Oil Marketing Organization 



06/17/1999 
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Council of Ministers 
Deputy Prime Minister 
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To: H.E. Mr. Saddam Zeben 

Please be informed that Mr. (Bernard Guillet) is the diplomatic and political advisor of 
Mr. (Charles Pasqua), the French politician and former Minister of the Interior; Mr. 
Guillet represents Mr. Pasqua in receiving the oil allocation allotted to the latter. 

Regards, 


f ■ ■ ■ • 




Director of the Deputy Prime Minister’s Office 
06/19 


wmmmmmm - Rcdactod bv tbc Permanent 

Subcommittee on Invcstieaiions 


Permanent Subcommittee on Investitiations 

EXHIBIT #8b 
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Ministry of Oil Letter 
Re: Pasqua’s Allocation 
in Phase IV 
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Kcpiiblicf'flraq 

Niimsir.'ofOil 

.Sloic Oil M.irkctini; Organi^iuion (Stale Compai 


Ne.: K.in 

a-iic SUaH. I, !.l.v.n 

l-quivak-nl ;o !‘W') 
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Ministry of Oii'OITice of ilw Mmi«i?r 
No.: 6S91) 

Date: oeai.-lW 


fo. H.E. tiic Oil Minister 

RE: ;^){>fgva,l o n Rxnortcd O nnlc Oil C oiilnuis 

Oastd on ilwsmemcnl of special requests in pluscsis itut was approved as per (he letter of (he 
pre-sKlency oftbe republic- the Secrciary-letier no. .KlSfyK liatai (I5/27.'19‘;‘J, pletute find boiotv 
the details of the contract signed with Gcnmar Company (Charles Pasqua) as follows; 

I • Number of Contract; M'’0fv74 
2- l>atcofConiract:0f>/19-'I999 

.t-Name of Company Buyer: Gcnmar Re.wurces GMBH, (Charles Pasqua) 

4- Nalionaiily; .Swiss 

5- Quantity: (31 niilhon barrels 
(')■ Type of Cniclc Oil; Kirkuk 

/• Destination of Crude Oil: Europe 

8- Pricing ^■of^lula. Europe 

9- Period of Supply; imlil II/20/1W 

10- Estimatc^l Value of Contract in Dollar; about (.39) niiliion dollars (hiscil on the rate of 
SiS.'barre!) 


For your review .in<l approi al, please. 


Saddam Zeben llassan 
Executive Director 


For the Approval of the Minister 


/Njabic Telex 5834 

P.O. Box 5 11 8 13aghila<i - fc;iq 


SOMO lelex212198/212199 
Tel. 7742040 - 10 


I r<ftMOtct S alKWmni iiw saJJilptitiliMij I 

P,SlStaffRpt(PC)-F.N41 
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No.: KH2/9268 
Date: S Rabi I, 1 42011 
Equivalent to 06/21/1999 


Republic of Iraq 
Ministry of Oil 

State Oil Marketing Organization (State Company) 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 6890 
Date: 06/21/1999 


To: H.E, the Oil Minister 

RE: Ap p roval on Exported Cnide Oil Contracts 

Based on the statement of special requests in phase six that was approved as per the letter of the 
presidency of the republic- the Secretary-letter no. 3080/K dated 05/27/1999, please find below 
the details of the contract signed with Germiar Company (Charles Pasqua) as follows: 

1- Number of Contract: M/00/74 

2- Date of Contract: 06/19/1999 

3- Name of Company Buyer: Genmar Resources GMBH, (Charles Pasqua) 

4- Nationality: Swiss 

5 - Quantity: (3) million barrels 

6- Type of Crude Oil; Kirkuk 

7- Destination of Crude Oil: Europe 

8- Pricing Formula: Europe 

9- Period of Supply: until 1 1/20/1999 

10- Estimated Value of Contract in Dollar: about (39) million dollars (based on the rate of 
$ 13/barrel) 

For your review and approval, please. 


Regards, 

ft® 

0 




Saddam Zeben Hassan 
Executive Director 


For the Approval of the Minister 



[Page footer] 


Arabic Telex 5834 

P.O. Box 5118 Baghdad - Iraq 


SOMO telex 212198/ 212199 
Tcl. 7742040 -- 10 
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in iiic iNamc oi ooa, Most ijracious, Most Mcrcilul 


Republic of Iraq No.: KH2/15083 

Ministry of Oil Date: Juniada Al-Akhirah, 1420 H 

Slate Oil Marketing Organization (State Company) Equivalent to 10/05/1999 


Stamp 

Ministry of Oil/Oflice of the Minister 
No.: 11388 
Date: 10/07/1999 


To: H.E. the Oil Minister 

RE: Additional Quantities in Phase Six 

All companies we do business with, and with whom we had the chance to meet or have a 
telephone conversation with their representatives lately, have shown the desire to obtain 
additional quantities during this phase. 

Enclosed is table no. (1) for the companies in phase six and the additional quantities they 
requested (which we received in the form of a written or verbal request). 

Enclosed, as well, is table no. (2) with the contractual and lifted quantities in the current phase 
and up to date. 

Please review and advice. 


Rccard.s. 



Saddam Zeben Hassan 
Executive Director 


Enclosures: 

(2) tables 

[TC; There is a hand-written note in Arabic that reads as follows] 

It is still under discussion waiting for the instructions of the vice-president of the republic. . . 
taking into consideration that the deputy prime minister endorsed the increase of (1 ) million 
barrels and (0.7) million barrels as indicated. 



Pcrnuineiit Suhcommittec on linestis’atiotis 

EXHIBIT #8d 


1- Pasqua (1) million 
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Table no. (1) 


Country/Company 

Contractual Quantity 
(million barrels) 

Additional Quantity 
Requested (million barrels) 

Remarks 

France 

A- Soecial reauests 
Charles Pasqua 

(Genmar Company) 

50.3 

3 

Unspecified 



2-7 
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Ministry of Oil Letter 
Re: Galloway Allocation in Phase IX 



In (he Name o! God, Most Gracious. .Most Merciful 


Rqniblic of Iraq 
Ministry of Oil 

Slate Oil Marketing Or^aation (State Company) 


No.'.KH2;729 

Dale: 19 Shawal, 1421 H 

Equivalcm io0!/!4/2001 


To; HE- Die Oii Ministw 

KE- Apf»ovt>l op EitPoned Cnide Oil Contrac ts 

Based on the a^^roval of your Excellency, please find below the details of the conaact signed 
with Aredki Petroleum Company (Tawaz ^iraiqat- Mariam's Appeal); 

1- Number of Contract; MAW/23 

2- DateofCirntract; 01/12^001 

3- Name of Company Buyer: Aredio Petroleum - France 

4- Nationality: French 

5- Quuitity; (2) million barrels of Basrah light crude oil 

( I) million barrels of Kirkuk oil 

6- Type of Crude Oil: Basrah and Kirkuk 

7- E>cstination of Crude Oil; the United States. Europe and the East 

8- Period of Supply: until 02/28/2001 

9- Pricing Formula: Amenca, Europe, and the East 

10- Estimated Value of Contract in Euro: about (64) million euros (Based on the rate of J20 per 
barrel) 

11- Surcharge: pay'able unthin one month from the dale of loading each shipment 
For your review and approval, plcase. 


For the approval of the minister 
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111 (lie Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/729 

Ministry of Oil Date: 1 9 Shawal, 1421 H 

State Oil Marketing Organization (State Company) Equivalent to 01/14/2001 


Stamp 

Ministry of Oil/Office of the Minister 

No.: 616 

Date: 01/15/2001 


To: H.E. the Oil Minister 

RE: Approval on Exported Cnide Oil Contracts 

Based on the approval of your Excellency, please find below the details of the contract signed 
■with Aredio Petroleum Company (Fawaz Zuraiqat - Mariam’s Appeal): 

1- Number of Contract: M/09/23 

2- Date of Contract: 01/12/2001 

3- Name of Company Buyer: Aredio Petroleum - France 

4- Nationality: French 

5- Quantity; (2) million barrels of Basrali liglit crude oil 

(1) million barrels of Kirkuk oil 

6- Type of Crude Oil: Basrali and Kirkuk 

7- Destination of Crude Oil: the United States, Europe and the East 

8- Period of Supply: until 02/28/2001 

9- Pricing Formula: America, Europe, and the East 

10- Estimated Value of Contract in Euro: about (64) million euros (Based on the rate of $20 per 
barrel) 

11- Surcharge: payable witliin one month from the date of loading each shipment 
For your review and approval, please. 



Saddam Zeben Hassan 
Executive Director 

For the approval of the minister 



01/15 



01/16 
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Crude Oil Allocations during Phase (9) of the 
Memorandum of Understanding* 



Galloway / Aredio Petroleum - 
French 



*Duc to the special nature of this phase as the former regime imposed commission on the 
contractors (surcharge amount), and since many companies refused to pay said surcharge, 
therefore, instructions were givwi to contract with any company willing to pay the 
surcharge. 


rtTina ium Sti hKiinnii lltT on hi\t\ii»:uioiis 

EXHIBIT #10 
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Crude Oil Mocations duriug Phase (9) of the Memorandum of Understanding* 


- Total quantities lifted reached about (354) million barrels 

- Estimated profit margin of this phase is $0.85 per barrel 

♦Due to the special nature of this phase as the former regime imposed commission on the 
contractors (surcharge amount), and since many companies refused to pay said surcharge, 
therefore, instructions were given to contract with any company willing to pay the 
surcharge. 


No. 

Contract No. 

Contractual Company 

Quantity Lifted 

23 

M/09/23 

Mr. Fawaz Zuraiqat / George 
Galloway / Aredio Petroleum - 
French 

1.014 
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Ministry of Oil Letter 
Re: Galloway Allocation in Phase XI 



RqiuWie of Iraq 
Ministry of OiJ 

.State Oil Marketing Organiz-aiioii {State Companyl 


No : 

Date 4 Sl'.r.vai, \‘iV . !! 
{'quiviiicni io 12 r l9/2fK)l 


Stamp j 

i MinistryofOil'Oilkeof the Mimster ! 
i Mo.; 21214 I 

j Date: t2.'2a-2f)0l I 


To: H-K. the Oil Minister 

R!:: Appo^val on Txpw leii Cnnlc Oil Clonlraets 

Based on the statecncitt of allocations dated 12/10/2001 , please find below the details of the 
contract signed with Middle fiast AS! Company (Mr. George GallowayVFawaz Zuraiqat: 

Nioneofl'nmpany: Middle Bast Advanced .Semiconductor. 

Nimil>erof('ontracl; M/l 1/04 
DaleofContract: 12/12/2001 
Nationality: Jordanian 

Quality: (3) million barrels (2 millions of flasnh light and 1 million of Kirkuk) 

Type of Crude Oil; Basrah light and Kirkuk 
Tcriod of Supply; until 1 1>25'2002 

Dcstutaiioii of Crude Oil: Europe and .\mcnca for Kirkuk, and the East and America for Basrah 
light 

Pricing Formula: America, Europe, and the East 

Estimated Value of Contract in Euro: about (66) million euros (Based onllic rate of J20 per 
barrel) 

Surcharge: As per the instructions of your Excellency over the phone on 12/11/2001 of not 
accepting the company’s proposals urdcss they pay tj<e debt incurred since ph.sse eight. 

For your review and approval, please. 


All R^ab Has^an 
Acting Executive Director 


For the ^roval of die minister 


EXHIBIT #12 
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In tlic Name of God, Most Gracious, Most Merciful 


Republic oflraq No.: KH2/18304 

Mimstiy of Oil ^ 4 shawal, 1422 1! 

State Oil Marketing Organization (State Conipan>') Equivalent to 1 2/1 9,0001 


Stamp 

Ministry of Oil/Office of the Minister 
No,: 21214 
Date: 12/20/2001 


To: H.E, the Oil Minister 

RE: Appr oval on Exp orted Crude Oil Contracts 

Based on the statement of allocations dated 12/10/2001, please find below the details of the 
contract signed with Middle Irast AS! Company (Mr. George Galloway)/Fawaz Zuraiqat: 

Name of Company: Middle East Advanced Semiconductor. 

Number of Contract: M/l 1/04 
Date of Contract; 12/12/2001 
Nationality: Jordanian 

Quantity: (3) million barrels (2 millions of Basrah liglit and 1 million of Kirkuk) 

Type of Crude Oil: Basrah light and Kirkuk 
Period of Supply: until 11/25/2002 

Destination of Crude Oil: Europe and America for Kirkuk, and the East and America for Basrah 
liglit 

Pricing Fonnula: America, Europe, and the East 

Estimated Value of Contract in Euro: about (66) million euros (Based on the rate of $20 per 
barrel) 

Surcharge: As per the instructions of your Excellency over the phone on 12/1 1/2001 of not 
accepting the company’s proposals unless they pay tlie debt incurred since phase eight. 

For your review and approval, please. 



All Rajab Hassan 
Acting Executive Director 

For the approval of the minister 

I approve 


12/23 
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Ministry of Oil Letter 
Re: Galloway Allocation in Phase xn 



To: llic Financial Dq)artincn{ No.: 

From; Cnidc Oil Marketing Second Dq)artmsnt Dale; 1X)'!)4/2<X!2 


On 00/03^002. we signed a contract with the aforesaidcompany to supply it with 
<iuantity of crude oil as per the rollo%v’ing tenns; 

Numbm ofOonlracl: M/12/14 
Date: 0(»fl)3-'20O2 

Name of Company-: Middle Hast Semiconductor 
Nationality: Jordanian 

Quantity & Quality: (3) million barrels {2 millions of Basrah and 1 million of Kirkuk) 
Destination of Oil: Europe and Antcrica for Kirkuk oil. and America and The East for 
Basrah ti^l 

Pricing Formula; depending on destination 
Period ofSupply: until 1 1/25/2002 

Ar^val of Overseers: we will inform you of the approval later on 

Other Terms: as per the general terms in force for the company’s sales FOB Al-Bata and 

Ccyhan terminals 


Oil Marketing Company (Stale Coinpanyl 


Please be informed and act accordingly. 



Ali Rajab Hassan 
Actutg Executive Director 


Cc; 


Shipping & Quantities Department / please be informed and act accordingly 
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Oil Marketing Company (State Company) 

To; The Financial Department No.: KH2/66 

From: Crude Oil Marketing Second Department Date; 06/04/2002 

RE: Contract No. M/12/14 with Middle East ASI (Mr. Galloway) 

On 06/03/2002, we signed a contract with the aforesaid company to supply it with 
quantity of crude oil as per the following terms: 

Number of Contract: M/12/14 
Date: 06/03/2002 

Name of Company: Middle Bast Semiconductor 
Nationality: Jordanian 

Quantity & Quality; (3) million barrels (2 millions of Basrah and 1 million of Kirkuk) 
Destination of Oil; Europe and America for Kirkuk oil, and America and The East for 
Basrah light 

Pricing Formula; dqrending on destination 
Period of Supply; until 1 1/25/2002 

Approval of Overseers: we will inform you of the approval later on 

Other Terms: as per the general terras in force for the company’s sales FOB Al-Bakr and 

Ceyhan terminals 

Please be informed and act accordingly. 



Ali Rajab Hassan 
Acting Executive Director 

Cc: 

Shipping Quantities Dqrartment / please be informed and act accordingly 
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Ministry of Oil Letter 
Re: Galloway Allocation in Phase xn 
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Minisir\- oi < JilOlTice of ihe Minister 
No.; ‘}.S'25 
Dale. 06''04/>t«)2 


In the Name of God. Most Graciou.s. Most Mecvifui 


Republic of Iraq 
Ministry of Oil 

.Stale Oil M.wkcling Clrganizalion (Slate Company) 


No: KH2(.44' 

Date- Rahi' I. 142.' H 
l:quivaicnt lo <Xi!<)4/2602 


To: M.ff. ihcOii Mtni.iier 

R6: Anon n-al on I' xported Cr ude Oil Co nt racis 


Uased on llie staiemeni of allocations dateii 05.'22'20i)2. please find below the details of Ihe 
contract signed wnh Mnkfic Cast AS! Comp^iy (on hehairofMr. (roorge Galloway): 


Name of Company' Middle East Advanced Seitiicondticmr. 

Number of Conitiicl: M.'i2/14 
Date of Contract: 06/'02.'2002 
Nationality; Joidaniaii 
Quanuty: (3) million barrels 

Type of Crude Oil; (2) million barrels of Basrah and (Dmillionharrelsof Kirkuk 
Period of Supply: timil 1 1/25/2002 

Destination of Crude Oil: Europe and America for Kirkuk, and America and The East for Basrah 
light 

Pricing Formula: depending on destination 

Estimated Value of Contract m Euro; about (6(i) million euros (Basei,) on the rate of 520 per 
barrel) 

Surcharge: payable within (.30) days from the date of loading 


For your review and approval, please. 




Aii Rajab Hassan 
Acting Executive Director 


For (he approval of the minister 
I appro' e 



I C.sriaaoffl< Sobvami 


laii enl Subcnmniittec iin liivcstigiitimis 

EXHIBIT #!5 
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Stamp 

Ministry of Oil/Office of the Minister 
No.: 9825 
Date: 06/04/2002 


In the Name of Go4 Most Gracious, Most Merciful 

Republic of Iraq No. ; KH2/6447 

Ministry of Oil Date; 23 Rabi’ 1, 1423 H 

State Oil Marketing Organization (State Company) Equivalent to 06/04/2002 

To; H.E. the Oil Minister 

RE; Approval on Exported Crude Oil Contracts 

Based on the statement of allocations dated 05/22/2002, please find below the details of the 
contract signed with Middle.East ASI Company (on behalf of Mr. George Galloway): 

Name of Company; Middle East Advanced Semiconductor. 

Number of Contract: M/12/14 
Date of Contract: 06/03/2002 
Nationality: Jordanian 
Quantity; (3) million barrels 

Type of Crude Oil: (2) million barrels of Basrah and (1) million barrels of Kirkuk 
Period of Supply: until 1 1/25/2002 

Destination of Crude Oil: Europe and America for Kirkuk, and America and The East for Basrah 
light 

Pricing Formula: depending on destination 

Estimated Value of Contract in Euro: about (66) million euros (Based on the rate of $20 per 
barrel) 

Surcharge: payable within (30) days from the date of loading 
For your review and approval, please. 



Ali Rajab Hassan 
Acting Executive Director 

For the approval of the minister 

I approve 



06/06 
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Ministry of Oil Letter 
Re: Galloway Allocation in Phase xni 



Ail Rajah Hassan 

Head of Oil Marketing Second Department 


Raiid Abd-al-Halim Jassem 
General Director 
Chairman ofBoard of Directors 


Shipping & (families Department / please be informed and act accordingly 


I ;i i> 1 1 inn- <ni hi vylig,- 

EXHIBI I #16 






1510 


In the name of God, Most Gracious, Most Merciful 


To: The Financial Department No,; KH2/t5 

From: Crude Oil Marketing Second Department Date: 01/25/2003 


RE: Contract No. M/13/48 with Middle Bast ASI (Mr. Gallowavl 


On 01/07/2003, we signed a contract with the aforesaid company to supply it with 
quantity of crude oil as per the following terms: 

Number of Contract: M/13/48 
Date: 01/07/2003 

Name of Company: Middle East Semiconductor, Inc. 

Nationality; Jordanian 

Quantity & Quality: (1) million barrels of Basrah light crude oil and (1) million barrels of 
Kirkuk 

Destination of Crude Oil: America and tlic East for Basrah, and Europe and America for 
Kirkuk 

Pricing Formula; depending on destination 
Period of Supply: until 06/02/2003 

Approval of the Overseers: we will inform you of the overseers’ approval once we 
receive it 

Address of the Company: as in the previous contract 

Other Terms: as per the general temis in force for the company’s sales FOB Al-Bakr 
tenninal 

Please be infomied and act accordingly. 


All Rajah Hassan Rafid Abd-al-Halim Jassem 

Head of Oil Marketing Second Department General Director 

Chairman of Board of Directors 




Cc: 

Shipping & Quantities Department / please be informed and act accordingly 
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l.ETTER FROM GEORGE GAI.EOM AY 
‘ TO M HOM rr MAY CONCERN ' 


George Galloway MP 

House Of Commons 
Wesiminsicr 
London SW I A OAA 

Iti ^ 44) iTi 249 mo fax ( 44) 171 2(9 :S7V 



This « io certify tfuu Mr. Kinvui A. /.areikm iv ntv <q‘U'‘-Ci'UdJjvi' sn 
on til tntucn coocerninti my woil w^h the “ Mtritiai Appeal ** tv; 1 nici nc v 
Cocnmitlee in liiq Gi\'Cfl the infro(^ocfu:y of my loilv ( uui.iry ainj i!;c 
fcjpiltfiny of M/ Zufcikti’s . it would be tppfccutcxl i\ ill *.<> (fpcuiiun vnqkl Iv 
intended to him in hii deihniitt on my behtlf 

Stv'e for ifiy wtilicn pcmiiMiorw from me. no oilier pcr---.i{i sNnjtd i-c cntoT.ijned 
teting on my betulf in «n> ciicumiitfwo 

Thanking you foe your co-operation 


YiHiiin Smccfely 







George OalhSwa) 

Chthman Maritm Appeal 
Organiser Emrargcocy Committee on IrtLj 
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Letter from Haverhill leading Ltd. to 
Bayoil dated June 10, 2000 


HAVERlSj^ TRADING LTD 


Nicosia, Cyprus 


DATE; June 


TO: Bayoil PHONE: . 

Tradi^Ufm^:'' FAX; *1713 7818367 

FROM; MartosW/m^ftilOtfS PHONE; *357 2 750 390 
' FAX; *357 2 750 362 


Number of page« Inchi^^cover sheet; 1 

■ .-■a-.r..' 

D^arSir, ■ 

Accord/nj fo fhe ApS^fetpmms.i.' s-gnetf between 'SayOl/ Supp/j 
Trailing UmlieO’-ftiS-^^varhili Tnorng Umiieir on June 10. 2 
p/eese be sign the CorittBcr wiifi ’Hosnerteimpex 

Rosneft” ter baylng'S^^ of Sasruh light ervde oil end peyfees\ 
following: -v^-- 

• i/500,02 to Nk fttsfWf!' B5 per Contract: 

• USD0,12 to -Htiyl^^Jra'ding United e/ter lb© nomination of 

vessel: • 


• USD0,10(O”Ht\ 
Shipment In July -2. 


Thanking Voo, 



Tt^g Loiyted’ 30 (thirty) days after the 
■August- 4 bills, in September- 2 bbis. 


tiro f ^ Menoe Kontementofis 


V ^7/ 


SNT 015625 
SNT 015625 


Permanent Subcommittee on Investigations I 


EXHIBIT #20 
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Fax from Rosnefteimpex to Bayoil 
dated April 20, 2001 


04-33-2001 03= 13l»l FR- 

e4/23/28ai 13:15 +7-035-341-6835 


7132248101 P-81 

PAGE 01 


38, ObfazUeva air., Moacow 127018, Ruuia 
Phono: {7095). 289 14 96, 289 24 63. 219 26 01 
Fax: (7095)97960 71 
Telex: 612376 R^K 
E-maN: retxnaQionIinQ.ru 


ROSNEFTEIMPEX 


Fax 


To: 

Bavolt 

From: 

Y, Poukhov 

Fax: 

1713-7818377 

Pages: 

1 

Re: 

Shlpmsnt of Bttrah Light crude in 

Aprtt-May-Jun*. 

kt/t «8tevros» B/l 3.04.01. 

W/t cMtrtnen* Liycan May 14*^ 
and about 2,000 000 bbls loading 

In June(Subi«9t agreement of 
SOMOt. 

Oa^: 

20.04.2001 

Ati: 

Mr. David Chalmer. President 

No.: 



Daar Sire, 


TaMng Into account, the relationships between our companies and also the 
fact that your company is one of the important Suppliers of crude oil to US 
and European Consumers, we would like to continue our collaboration. 
Subject agreement with Supplier we propose to you above quantities and 
any other quantities within this period. 

We consider that after last decision of OPEC to cut crude oil output, crude 
on market improved and we have Intention to cooperate with your company 
for promotion purposes of Iraqi oil to the nriarket. 

Having In mind the above we would like to receive higher trading benefit 
after selling of crude oil on the market at the level not less than USD 0.35 
per each barrel. 

In case of your agreement we are ready to conclude respective deal with 
your company. 

We expect your answer, 


Best regards, 

S.iaeakov 




Pcrmancnl SubcommiHcc on tnyesheations 

EXHIBIT #25 


SNT 020928 
SNT 020928 
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Letter from Impexoil to Bayoil 
dated October 2, 2002 


On. 82 SS32 II 


St^iSBEDN 






^hsne'(1 tl9S)9(i<l-34<l1, (7 MS] 1^1231 


6AYOI1. 


OaDtier2« 2002 
Ref. No. M/12/ ■ 12 


/itjtl. MR. LI/DMIL DIONISSIBV 


PHASE 12 GonbTBCt vrith SOMO for the procurement of Iraqi Oil 




further & our discussions we would like to offer the Miowlng quantities of 
I,raqi oude allocated to our company under Contact' M/1 2/109 UN 
Proiffam: ■ 


2‘OOO'DOO barrels of Basrah Light OH ex Mina Al Bakr 
iroootlOO barrels of Kirkuk Crude Oil ex Ceyhan 
The p&lod of lifting - October 2(M2 at your ^ons 
Priee-<OSP 4-080011375:0.06' ’ 

Letter of Credit is at your expianse. 


We would very much appredate your comments and are always open for 
discussions. 


Your prompt reply will be highly appreciated 
Sln^rely yours, 



FhOMi (? 0*5) MO 34 41. 342 12 3t hx! (7 095)242 » 31 


fkenf (7»S)«ilM<l, J«J )}|i 


Permanent SubcommiUee on investiyafions 

EXHIBIT #28 


SNT 027864 
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Memorandum from SOMO to Impexoil 
dated January 2, 2003 


Si’AlFOIL MARKtlHVO 
SOMO 


MOSCOW * kUSSIA 


SASED TO ATPACH HEREWITH ADDENDUM 
■OREAffiNTIONEO CONTRACT. IT IS TO BE 

y AniMlKi-Jt-KUS (J-tlkCbt. f OK> A.^D lo «I, 

SOMO AND rOTHE UN OIL 0\nERSEFRS 


iGARDS 


RAPID A JASSIM ■ I 
DIRECTOR GENERAL 
SOMO 


RSEERS 

61 1628 . NEW YORK 
’PROVE THE SAID ADDENDUM 

regards. : , s 


EXHIBIT #30 
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12/15^00 


FA3 I 


ITISSR} IfSS 


oU c~-L -dr '-;. ■ 


UNITE]) NATIONS 


NATIONS UNl^ 


sECtiKrry couNcai- committee established by besoldtion sm asso) 

CONCERNING THE STTCATION BETWEEN IRAQ AND KOWAir 


S/AC.25/200WO]iri330/FAX 15 December 2000 


j TO: BOYBRS OF IRAQI 

1 CRUDE OIL 

FiyaMTHEOIL OVERSEERS j 

/ UNDER SECORinr council 

RESOLUTION 986 {1995) 

j FAX NO.: 

MB NO.; 

1 ATTENTION: 

REE.; OIL-FOR-FOOD ARRANGEMENT 

1 TOTAL NUMBER OF TRANSMTTTEb PAGES INCXtroiNGIHIS PAGE: 1 j 


Dear Sirs, 

Following consnltatton with the 661 Committee, the UN Oil Overeeers 
wish to advise Bayers of the following; 


1) The saactioas committee has not approved a surcharge of any Wad on 
Iraqi OiL 

2) Payments for purchasing Iraqi crude oil cannot be made to a non-UN 
account. 

3} Therefore, buyers of Iraqi oil shall not pay any kind of surcharge to 
Iraq. 


Best regards 


cc: SOMO 

SAYBOLT 




Permanent Subcommittee on InvestiPRimnc 



EXHIBIT #34 

Subcommittee on Investigations 


16/12 '00 02:00 
IT-00423 


NE. TX/RX2317 


P.OOl 



1530 


SENT BY: 


2- 7- 1 : 


ECURITV COUNaL COMMITTEB ESTAm JSHW) 
RESOLUTION Ml (1250) CONCERNINO THE 
SITUATION BbTWEEN IRAQ AND KUWAIT 


16:36 : UN ffiCURITY COUNCIL- 


S/AC.25/2001/COMM.83 
TFcbruaiy 2001 
ORIGINAL; ENGl-ISII 



• LETTER DATED 6 FEB RU ARY 2001 FROM THB CHARGE D’AFFAIRES. A.I. OF 
■ ■ THE PERMANENT MISSION OF THE UNITED STATES TO T HB UNITED NATIONS ' 
ADDRESSED TO THE CHAIRMAN 


Tbs IMted Stitci Misron to tlis THted Natioia piesous iu umplmicnla lo tbs 
CSusHnoo ofths Ssanity CooncU Caamiittss sstablished punwint to Resolu&n 661 
(1990) cooccramig lbs ^tiatloB 1ielwe<n Raq nd Kawiit mil would hies lo take this 
oppoitiudly to lion our coQcsoia Shoot fhsoU {Eking mscshanism. The United Statn 
has coiials«»iUynqi|icntedlln oil oveneen'aeMaimeDtaicgiiidlnj Iraqi oEpiicea. We 
recognize first it' has been particolariy difScolt fiir the oveneeis to oazty out fiieir 
responsibilities over (he last several weeks, and we are s|>pFec!aiive of their elTorts and 
lantbisianalism. 


Our ai^iort for the overseen' aasessnieiiu has 'been based on the assumption that a Itb 
market value price o^zs the most cfEecdve protection against an oil purchaser being in 
fire financial poaltion to pay an]' unauthccizcd surcharge or kickback to the seller. Weare 
very irenfaledftheraibTC, by, contmulng reports in the buslnasapren and cft w,mtre{i‘pt{ r.nf 
wo have teoehred firom eompanies that SOMO it demanding, and tone oil buyers an 
paying, a surcharge of I (bdO cents a banel, to be paid diractly to Iraij. Although Ihia is 
clearly a contravention ofUNSC lesatnliain, aa well as wiiites instrucBons provided to 
an boyos by the overseers with the agteemeni of the 661 Committee on December 15. 

20(A aome tcpoiti indicate first mnty buyers are not tlill not aware ortheae Jacts or are 

simply Ignoring them. A FclHuaty 2 report fiom Reuters is typical, and it outlines a ray 
sopblnicated nirehaige mechanism that has been changed in reaciian to markett 

-eifAq has meapwfaile eased itro il Bur t harge d goan d cuijsideiab l y fluni 

an initi al 50 e eals per bJtrei over file official selling price, hut the 
haql govanmeni is by no mesnsbadring down Sum its policy: 
indeed, industry sources said Iraq has softened its cash request in a bid 
to reflect market coadiUons. “Retroactive to Decembort, lifters to 
Europe mnstpvM cents abattel and lifters to the U.S. meat pay 30 
cents a barrel," said an olllcia] in fite Iraqi capital. “Some euatomcn 
have paid tfaa 40 cents and they will be lelmbnrsed the di flbreoce.* 
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OETt* BTJ 


2- 7- 1 : 16:37 : IW SEOKITY COUNCIL- 4154271 IS 4/ 4 


It ii ImpDitnl Uie ovtnctri ml lecoimicnd to th« Canimttee « pricing mcriiimimi 

Oat ksves loom &r*siudM^ W«nqiiestthttlheoi]oveneEii|npai»twritlsB 
tcpori lo1h« Commisteoon Siii inne to ioctuto ittui Qalrmonitoiriigof ths oS inriuitsy 
bu mdkstcd regmdii^ payment oC tte lurchaige, sa eotpbmatioo forbaf'l nmcb lower 
tbaasonaaleMpamntaorenxIeJalaniniy and tJTCemtwr, the value of nveonealoatto 
ibeOU-tfai^llocd program aa a ceantt of decicaaed oil expona and wbciheioraitdiaeu 
room m Stomoiri roceot prioog moehairiam pmpeud by SOMO &f in^aition of a 
-tarohargo, We tutha' loqueat that when Sie report ia completed, die oveiKoia a 

pcteeol^a os Ibeli findbiga and dbsdrvaioat to the Committee in a Ibnnal tneeUng. 


WUte we do sot olgect to tbs pricing mecfaaatsm propoaed fat yonr note of i Fdnsaiy, 
we hope that rim orcneta and prcaenlitios wdl proride the Cpmsiitlee with a 

heaia fbr faiguoved cvaluatioia of fimiri) pridsg roecbanlanu and ctm^ratlon of acriona 
toaddnaaprobUma. 

I3s^, we nqoeat that thia trots be cirudaled to mcsiben of the Coinmlttee. 


Accept, Sk the aaaitnncet of my hl^ieat ooiuldecalioiL 
Slaeerely, 

— . 

Janei S. uasifighiiD il 

Chmgia^/^nnt, la. ¥ 
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02/13/0J 


TltE 17:53 FAIl 


OIP/CPS 



SECUOTY COUNCIL COMMITTER HSTABUSHED 
BY RESOLUTION 661 <1990) CONCERNING THE 
SITUATION BETWEEN IRAQ AND KUWAIT 


&'AC.25/2001/OILycOMM.06 
1 3 February 200 1 
OWGINAL: ENGUSH 


Letter dated 1 3 Fdyrugrv 2001 from the Qvqsccra addressed to the Cbainnan 

of the Security Council Committee establitel bv resolutictt 661 {19901 

conceroing the situation between Iraq and Kffimt 


S/AC25/2001/OIL/1330/OC10 


13Fd>tUffly200I 


Sir, 

With refe r ence to flie attadicd communication dated 13 Featuaiy 2001 feom the State 
on Maiketiag Orgasizarion (SOMO) of haq, submitting for the ^rprovat of the Security 
Council Committee estaUishedby resoluticm 661 (1990) concemixig the sitaarion b^wcen 
Iraq and Kuwait the revised pricing mcebazusms for loadings of crude oil during 13-28 
Fdiruaiy 2001 in accordance widi paragraphs 5 and 6 of the Procedures to he employed by 
the Committee in the discharge of its responsibilities as required by paiagiaph 12 of Security 
Council resolution 986 (1 995), the Overseezu have the following assessment 

On 6 FetHUary the Committee endorsed the revised prices (OSP*s) far Tebnsxy 
loading crude oQ that is desrined for the European and US markets. SinM then the 
attractiveness of Iraqi crude oil in these maikcts has deteriorated ferther. 

Notwithstanding this deterioiaticn, end-uscis have been coofionted with fob o0ezs of 
harp crude oil which xeilect in general a substantial premium over OSF*s: say between 20 
and 70 cents a barxeL hi. an essentially risk-j&ee envirofiinent these preoiia should be 
conridered as excesave. Alttiou^ many end-usem have ^ec away from paying high 
preania for legal reasons, there have been ten^porary maricet cosK&tions under which these 
^uld be justified economically. Tbesr have also bees moments however, at which the 
ecanomics should have dictated a smaller proniam or even a discount, as could be expected 
at this moment However, no such reduced premia ox discounts have occurred for some 
nxomhs. 

Export levels seem to have been negatively alTeeted under those conditions in which, 
for le^ m commercial reasons, cnd-useis were not prepared to pay a substantial pmnium. 

The cutnmt atuation cm be sunnsaiized as follows: 

> Byfig the largest part oflca^ crude oil isiwywadaya fip1dviayni ddl«n en and tra d ers 
rath^ foan direct to eo^users (refiners). The fbnuer have a very stunt tgim profit 
perspective and ofien look at this issue on a cargo4)ycaigo basis. 


= Redacted by the Permanent 
Subcommitt«><^ nn Investigations^ 
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02/13/01 


TUE 17:54 FAli 


OIP/CPS 


U.S.A. 1(9004 


- The markets have moved in. such a way that the OSP’s for Europe and the US are 
currently too !ngh to allow any ^Ics to cnd-uscrs to take place without the middlcinen/traders 
accepting negative or zero premia. 

• In ahscDCW of end-users paying premia of at least around 20-25 cents per barrel the 
oil is apparently not exported. 

Tn the context of the foregoing, the Oil Oveiscars would like to m^e the foUowiag 
observations: 


> The need tor price revisions mxm than once a ^nth is mostly a (hrect consequence 
of the nature of the contractual stmetures between SOMO and the end-users. 

- SOMO’s contract holders* requests for excessive premia in combmaHon with the 
erratic natum of the oqpoits has been damaging tor the income into tiie UN-Traq account 

• The Oil Overseers Tecommendation is motivated by their objectivo of maximizing 
oil &q>orts and income into tiie UN Iraq kcoui^ within the contractual strocUire as has bem 
dhosen by SOMO. 

- This contractual structure asks for mariret ie^>Qinsive pricing and, as the Oil 
Overseers do not allow a substantial bmlt-in coshioif*, price levisions may occur 
more often if markets are volatile. 

- The CMl Overseers are concerned that; uixkrthe current arangemeat, luicczcvirions 
can only go In one direction (Le. downwards) since there is xto mechanism, apart ihmi 
SQMO*s request, to increase prices . 


Notwithstanding tise observations above, ^ven the current sitnation, the Oil 
Overseers would like to recommend to the Committee the pnxposcd SOMO adjustments of 
the pricing mechanisms for US and European destinations ibr loadings during 13-2S 
February. 


Accept. Sir, the assurances of our highest consideration. 

TheOvoseers 

Alescai^e Kcamar Morten BuorJeoso 



— — - Redacted by the Permanent 
_ Subcommittee on Investipaiion.; 
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nSPUBLIC OF inAQ 
MINISTRY OF OIL 

ST.Vri! oil . MARK irriNCl 

^s.c. :vr.L 




KoiJiV 

C'HAlltMAM 

sEccjHiry COUNCIL commutsc 
E«TA »USHEI> BY RX80LUT10N UX (1590) 

cc: TUB II ov gRsiaepa 

FAXii 

KUOM: SOMO - BAGHDAD - IRAQ 
FAX 

IIKAK SIR. 

F.OJ'AX mW DATHO 1/3/3001. 

DUE TO THE RECENT CitANCSS IN THE OIL MARKETS. AND IN ACCORDANCCWmi 
PARAURAPH «) OP THE PROCEDURES ADOPTED BY YOUR COMMITTeC OURJNG ITS 
MEETIWS N0.142 ON W/W6. STATS OIL MARXETlNO ORCANtZA*f70N (SOMO> IILRliUY 
SUBMITS ITS REVISED PRICINO MECHANISMS FOR. LOADING DURING FEBRUARY iJ* 
^a.'SOni ASFOLLOWS:- 

J. FOR THE EUROPEAN MARKRT 

• KIRKUK BX'CEYHaN •BRENTDATED--U.S.DLRS.3.30/BB1. 

- BASRaKLIGHTEX-ALBAKR - BRENT DATED -UE,DLRS4:75/DBL 


- Basrah light ex al bakr- wn (second montjjh/.s.ulrs. p^U'Esl 
. KIKKUKEXCEYUAN -WT1(WRST MC»ni0-U.SJ>LRX ».15A>BL 


a. SHOULD THE CURRENT DnFFSRENTIALS BETWEEN SOUR AND SWEET CRUDES 
CHANGE. SOMO SHALL CONSIDER REVISING ABOVC PRICING MICTIANISMS 
ACCORDINGLY. 


API USCALATtOTWOB-ESCALATION AND OTHER TERMS ANDCONCmONS REMAIN IHf. 
SAMI! . 


YOUR CONSIDERATION AND6XPEOITaAPPROVALOFTHBABOV;i.MLmiONCD PRICE 
MRCHANISMS IS HIGHLY APPRECIATED 


PLEASKACCJ 


HtOHSET regards. 


;CPTMY HIOH Egri 


SADDAM Z. lUSSAN 
KXKCVTtVB DIRECTOR GENERAL 
&O.M.O. 


= Redacted by the Permanent 
Subcommittee on investigations 
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MAA. 0«. 200t tTVC] 15:01 QO? ASaOClATCS 


PAQt. 2 


ux^DiuTy'caotcii.coMHnTSBiifrABUsnED , 
BY losoLtrnoN asi (i^ 

SiraA'nOKBBrWBEN IRAQ AND KUWAIT 


SAC.as/a)ovoi)DC(aM.<r7 

aOMnnorBOOl 

QSXHKALiBl^QUBH 


ia»^aLFittm?BaiJhmfe«OYWMBniMrt»H<»'bQitfm 

nf th. Sanmitv Canigll CanmiWM aMhHihtd by wialiigfla 861 nWOl 


. SMCJsaooi/OE/i33{yoc.i2 


SOFeininyBOO! 


Sin 


. Tte Ibllewiqf rapoR of fin OH Ovanoei mt prapOT d ponwiat is flwnqvMl fey 8» 
OtinianeflfesSHwUyCoinoUCoaimlttwatWfeliiiMdfeyraioliilioiiSCIeeilMRaitetfiadkn 
fetnnot Iiwi and Koaniit n«k it iK toftoHi mMliai d«M 1 3 MffW 2001, MIoi^Sw iMtCT 
dMfdAFdraaiyZQOI fi«m (b* Cbnal d'Ailfeini, AJ. of (be ftrmnaBt MMoo efte IMttad 
StMf to (he OBbed Nedon eddimad (o (he Cfeefeiua ( S/ACJM/2001Conmi43 - itwAed). b 
SdiMicr. feKersfln t)>*0110v«ieeaWai«nquM&dta{trevids»ebiifIeftioani'*riwtd»tc 
nwdloiiatof (be oaiadaUiyliM IndioeMdnBarifaBpajnuat of the eoRiMefe; in cqthiiitloa far 
be^'t 'imtH lo^ Sun aoiml diipn ie uu i^anle oit.in luniMy tad Oeceafeer; ifa;Villie of 
cevtDiee M to ttie Oil-lbrFoed]M 0 |nin u e 'niuk erdeoMMd odi npotw; iod wfente or not 
there It toom in (be Boet leMcd jniciaB naebaeijra t et^ t ed by SOMO In lapDiifiOB of a 
nsduife”. 

i. 

The <iiMBtioetniead'bev« to tome extern beaoeddreutd in tiu Oil OvneeenMenetdMad 13 
Mbnwy 2001 edd ie ite d to dw CbefaBun of itae $$l Coansittea (S/AO.23/2Q01/OIDOoniD.06 • 
cttMlwd}; Some of the aatlyiit eoDtilacd in flirt Mer it >«pe«)ed bem. 

lo onlar to (oi *n imdeitrtHidiai of tbt ereoli ibat have ttkeD plioe iD'flrt pnt Ifew 
niostfaa it it impoimi to fee nren of fbo iceeiit oeadi In the itnctuie of cooitaatiul reUUionUpe 
between the diffettnl frtitiee kwotved in biqi orude oD expotti. 

AnooBrt tbe pbue DC contieoi hoidtn tbeie ere Tcqi few oompiniei ^ crti be elaartfied at 
iad4Hm of aruda oft Mrtiy of Aa enoeol oontmot boMtte teem to he iminaediartie who we net 
known in 0)0 patrekoB kidurtiy. Tbqran vny mtli in itea tad taam to have Uodtad oioait 
ftoOitiai. 13iiinia>utkil;diietoflwl^tumaoriiioneyi8votvad,theyefloaeBan»^aaletlaB 
of credit and/br ehtrter tW^ on fliair own aoooBit, In moat oaiet the ead-utrta ^.e, nfliring 
ootnpairiei) wlil not' piireuae flora (title Doaptnuai becaBta of flit Umitad poatiUUly tbr 
renpemaiioaiatlieerattofnoD'perfbanince.AiiooBNqucwaofthlt.fliSwoonuetboMenhatw 
to artl dialroil to flw (U(sar) Mdii|.cORin^at, wfeiob aoteaqaanlly oo^n Oio ofl to the tndmien.' 
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■UR. oe. 2001 iTUti 15<01 aor AnociATEi 

Mat. 3 

TltcM tniliBg«ofivinb^_y«n>iI^bm ib« (cmt^ (kW«> Oi Jl«w Sms to paftm te 
isSviSa Ust nnMt bt ReesM bgr Sm iatsmiMm. T)m f^taouh^ batWMa Sm tsfing 
oonqnaiw tad Sm iitMnatdiaiiM viiMif ta vny Gnmi iMriis lUttis to w extiaatly eioM imiaeft 

Tb« cnedt MnetuN, u dcKiUMd abon^ hM •ndttiOy 0 X 0 ^ ftos • Mutipa is «4iieii 
SCXi^i by nd tatfi, wtn: i) diraotl)' MQiaf to *ad*awtt, Sun b) wtn MlUaf vU Mr* to 
ood-^tM ud new e), m Mi^ via InMmdUriM to tndm Mbo aoMdl to oxliian. 


lUi saot QM Sara an ofltn « laait two seapiDias in the eanumal ehab) botman 
SC^dO and die aad'Aita;. baA of MMdi aitetiUy -wnt to nakt t pnfiL 

Z Me6v •aebaniraw/ngponddy dCWD and OSr aaaMv 

SOBdO and 8w Oil OvotMon aiiea Sam time to dma on an Oflidal SaletFrioa (OSP) 
Swt la fixodlbraoKiaiapBnod. TOapoiod itaanaSy a mead) bateanba dhnrtardaptadlBam 
tba vbkdlily «f dw nadcaH. 

Tbe on Ovanoia' abjaatWa la to tat tba OSP MittiiR a band nUeh to dabBtotoad by Sia 
ibnowmtboaodariat: 

-Hw ifptr libnit ahooid ba tneh ibat tnd'daota (La. nfiMn) flad At OSP taiela acmetira 
coBtoaiadirtlbttauRivaanidaa. DaatovoWilityiaSitioaictttUtoanontybeavabMiadevar 
an Btoandaii pttiod of tbna. (Sty Ihiaa to Snn notoha). 

•Tha lotoor Kadt dtouid ba wch dud w ttnet^ tndiag proflii axoeedini aama Sve 
east pat btml eaa be made sfvan the low (Ut natict of iba taak ganenny aadadakan by the 
tolanDadlaiiaa. 

Tba Oil Ovataaan an Bodar the impiaaaioa ibat semo'a lactni obJaotKa of Oia pibw 
aatlias it dti&nac to two oapaetu 

•SOMO tatsa to taigat a pdea (OSP) (bat atlowa « letat $0.20 par bnrel pmdt tor 
tmtonOnleaiudiaiict. 

•SOMO aaaoia to pratorra taa dwaa proStt to ba Ttallcad on a catso<by-ci>sa baalt mbet 
, das onrar aai anlanded period. Thia cxplaini the fi«)aaat raqutra ibr a (dowatnud) ptioa laviaioD 

at wa bava latalb^ aotoariancad. Tbit diort tenn view it alto confinned by SOMO gnaliting 

oontnati wiSi a validity of only bannan tbi and al(bt wcoba, radur than tor the tut as Bonlb 

pariod wtuoh waa anttaanary. 

It ia important to bair to mind dial the attractivesaaa of all ondaa say fluoaiala 
aabatantialtydacteobaasiiienaricataoiidittoaa. ThaOSPftraaattatopedodaaaealyNflact 
ona act of niadeat aaatonpttena for dial (tolura) period* Thiiiiiaanaihat,ovaiiiiitoaoaMoftbe 
OSP babif act « agaotty tba -bitbr tovel, toe oaifceta will dtatog that period aomtlloiaa vahia 
tba otode hijbar toan tba OSP or aameliaia lower tbiB On OSP. For a Saaly badabb endt Hka 
baq’a tob can lead to prices to te oiiriiSwiiiGfc ate aithar ebon (ptamla) orbabw (dhaotmta) 
toe OSP. Tbaaepmoiaor dJacount i^neacstDarmai oil toduatry coonaiciaipnetice. 
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KAR. <i». sooirruti ts-.os ao» aoiooiath 


PAU. s 


'Ml aMdi to 1:9 wnidwiS'rtKS oAMiiiic tiw qpvciGc qimUaa a.r-«beaiR ft« OSP 
' wed mmB i<idlyjg»,pwwtoP iltew won fef »un3la»8tR C«rtriri|)^ai« IntttoicaUawttiBUto 
OSP.iiMinHigMtlif.jotd^ijrofexcc^vcptaoto'MoofViidBoinvc&totmlud 
fiactuiiton of tottonw wUt ama'lluB ngnSot oflnw tlM OSP ii nl, aadet.tmioja^Rt 
cooditiaMtbanooi^boiaaafenBehiiia. , 

Sf ftytipiftff 

KmnMi^oir tool (ton 9«Uba,'aa3>««t> on oouiiMitlreidytoq'ti^ Bode oil 
etpnraai of20 -SO conbpcr baml ovcrdw.OSP oa • oalioBd(fi)b} taMit.'.' 

. tb oHiit ntiotl If my, auto praaito in.Wag undin pto* E8«fd nnlnitn to 11*9 if 
HntaxnntoOMOu'OMittcn.WbeBilitoettyiifcidbyaoOilOvittMioSboitnieiiBtcfto* 
Sto* oa Matoidot Otyudntisn (SOSO) ciiqoiioilljr aai«4 te tSeirttosdR 

.Ha^vc«w,'<^«ot oootoi^.lliitEitiMt •nd'Aid-«wa to tki oQ todioiiy’aoafim to broid 
tomnotoitltoiibmwtittai'totoejiiiafiiiUaialptoifopllultttolB'. ' 

4 wnoto sAtoMott 00 to ARMor aadZtoctint# 

Tb> oil OvonsM m oflbe 0)i3ti& ttnt'oicfail Icivrii loiiii to tovt b««a ooltotoriy 
oBtotoJ imtefiiow eondtooM in »iitct> ferliigttof edlanM nii il towcaa, ood-ownnoaot. 
{Orated to ^.oiitotUfitMj^nDite 

Qijjia^^'tiKtoto ofttoecaiM'lOOO Itoq'totooitod'iopnxiinMIy IS (oHtiooibBTMiof. 
aud*oi).wIiidiuiO)noSOailt)Oabui«l<l«Mton>weuIdhiveb«ese)Epocti& Amninson U' 
iT«^ pjg t^ jPOj^ bar^^ ^ ^00^ toni nftoon a loaa toitvaniMitf aboM $I 

' OmiiisJanuar)' 2001. IiKi baa oaqpoitadaoma 31 amion barrels orail.TUi«porl (aval 
anas oooilclanb^ towar tow bad bon %4iaciad asA alt an aiaumad aapoit lavol of Z2 mitoen 
'bamhatoQrandaaolipriMOf S20.80perba>Tal,.toii):^naealaaloaiofincooioofaoa)aS77S 
mnUmtorfamHay. 

Sbuo too tMjitonnii ofpbna DC to le FWniaiy 2001 .bboal.dS BiniOD baazcli of Iraqi 
o^o«n;irow«()wttod,tocli)^Sl ml01onbarta)aftDBibto^-ltotor(783()a)ld UaOlibn 
baaab'ito<0'Ca)«B<.(22H). Tba valua of (Ms czpbit is aittoiatadat San 1,4S1 nriUIoo (S 1.34ti 
miphnatOiaeimalbitoeoreaisIiBiita). 

■ . - : 

Noiaal^ ba^ end* oil aapons pot nwoto an soma 2$-ZB a^ion bamla aa CsjtosD aad 
38-45 BiUlios bmb ax Mina-al-B^. (3a tbs aaianiiiltoti (bat toe aranic loyal ofliifi csoOa 

05 aaport pas inoofb >1 (ooaaarvaiiTdf) 65 oiillios banala, toan a( least 1 00 nONoB bai^a of 
axportvoliaoaliasbaaafiinsaosvpto ISFabniaiy. lniam»ofnooat'.saiaeEum3.4b<flioa@. 
Z2 Mffloa.} toiryaittla bas baca lost. 
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WAR. 04. jooj rruf) jistoa oof arsociatzi 


FAOK. 4 


"I aftoOBnalaoAofoipixItooiAina^iaanlOOniUlitnbiiMU.iHlIIitopRtedand 
tie cM)inito4i*««mi* giiKnM 4lriag niH IX wniid bBtroMnl E)ao -JA-biffiaii (S'S J 
bUHon). gBHWitltw I i W imMteaicwigrlgwaoim^ttiaa^wtii^linBiMdtiHliaiMd' 
at Sam 4) UffioB 0 S.T UffieiO; 

ft Cwmn«]'’afltf CoiMftfatoiM 

4 &a«l ouda oil, at a M bi^ Aaa baai aamiitaatly oflM ID amlTiism at obMaalbi) ptania 

ovarteOSFa, IfaAroanainaMdcfto o a d i t fcwf then pagofai.Ibiii opt oeDeaaaigyaBwfeyiwlo 

bq) «oaU IM coanomiaaily jaalBM Old eould hava beat l 7 Knie entaMa. Oftca hava 
laSuad la pmbiNM bapaiiae eraoDcanii nhlad la.thB poBibUity of pan ortfae.pRpaa bcnqi 
aied ib nafaaiiaa » ta to baq oniitib of dn U^al Hniiat Ba^ aedaBBL ' 

b)BiaMaailHnsDiiflifiaiilMpnnin'ooitldbaasqiiinii4^lMvafuioa4aat;aaDiiHaiana ■ 
bnra btan canadM ant Ite alt «ai J90| aipoitad. ‘Doa 4w ai^lAa (at Itaalypr^ irigr 
enda oil, OB a ftb birii, ioi no! feadod.at amall pniiU^ atom aiaaowM.daincte paft Ibw 

e) Al fta low (iiBo aoiiM badan wto Jure bam bn^^ id d^vaiiat baqi cnida laia'teia Onlf 
ofMaaleo oUibt barebiawitdlotiw. tUa ia auaMaftbit as cxpoioR « the USmackat fbr 
daIivendolt,«Iddhbaamonitl]rdjMBilaoiteilaiiba(aaiianyi. . 

d}DaatalbaalioitlBinipioStpanpaDtiTeafSOMO'idiraeicBataBiimillaA«Miipaariblalo' 
aal aa OSF dut •oaantea diam a naliatk piDfit lavd oatj^gs by.OMp ba^ The (XI 
Ovacaian bavo npoaladly laiWad ihrtiK Bto an oa* aentii Ibai team a ai^Ud^ ' 
C!iiUiA’'b>eaMdiaiiiailB»4aiariemB„Tbbt1iaaJadtDeDnipfiiaiia'<bct«yaaiSOb}Qaadlha' 
CXIOaanan.- ' .. J ... 

■ - I.' 

^baOilOwnaanappiaoiatolheoooBdeodbilieiworic aoiibaittppaitttilwiaoaiva • ' 
fiom tht ConiriBo, 

Acoept, Sb iba aannaiHaa of out Ughaai iwnaiiledBioip ' 

UMOvinaaB 
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BAYOIL 


TO: 

ATTN: 

GRUPPA ALLIANCE 

Mr. Zk Bajaev 


FAX: 

Ludmil Dionksiev 


FROM: 

= Redacted by the Permanent 

DATE: 

July 13, 1998 

Subcommittee on Investigations 


RE: 

Visit to Moscow 



Dear Mr. Bajaev: 

I was advised by your Secretary Ms. Natalia, with whom I had a very useful discussion to 
send this letter. 

We had an octoisive conversation with your Brother during mid May, 1998 and 
have discussed Bayoil’s position in regard to its ability to place Iraqi oil into United States 
market. There is absolutely no doubt, and it is internationally acknowledged that Bayoil is 
the prime supplier of Iraqi oil to the United States. 

In this connection we would tike to negotiate with you and purchase from you any Iraqi 
barrels that you can make available to us. 

The President of Bayoil, Mr. David Chalmers, Jr. is arriving in Moscow on July 15* and 
will be leaving on Saturday July 18*. It was stron^y suggested by a mutual friend. Lev 
Model, that we organize a meeting with you. 

a meeting is possible. 


Special Advisor 


I will contact you tomorrow to clarify weather 
Sincerely, 


Ludmil Dionissi 



BAYOIL (USA) INC. 


Permanent Subcommittee on Invesdgations 

EXHIBIT #35 


BAy04-01481 


FAX: 713 224 8101 TlX. 3771825 
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TO: United European Bank, Gene^ 

ATTN; Chris Slaboszewicz 

FAX: 

FROM: David B. Chalmers, Jr. 

DATE: May 27, 1999 

RE: Bayoii Technologies SA 


Dear Chris: 

I would appreciate a short bank reference by telex to SOMO along the following lines: 


Quote: 


TO: 

SOMO, Baghdad 

ATTN: 

Saddam Hassan, General Director 

TLX: 


REF: 

BOTCO SA 


We are pleased to inteoduce BOTCO SA, Luxembourg as a long standing client of our bank. The 
principis/management are well known to the bank as professionals in the oil business. Furthermore, the 
bank is in a position to finance any oil transaction sales under the U.N. oil sale program for BOTCO, 
subject to any conclusion with S.O.M.O. 

Unquote 

As per our previous discussion, Augusto Giangrandi is now represradng the company in Baghdad, 
however, it is not necessary to mention the specific management names for the purpose of this letter. 

Thank for your assistance. 

Regards, 


David B. Chalmers, Jr. 
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To; Lucio Moriconi - Italtecri SR) 

From; Heci Sab'ib 


Phone: 

Pages: 1 



Date: 27 October 1939 


Res 




CC; 



Dear Lucio 

t have had a word with Baghdad and ii is to cur benefit to state that the tv/o companies are 
connected. Herewi^ the text of your tetter addressed to:* 

MINISTRY OF OIL 

S.O.M.O 

Baghdad 

Iraq 


>7 October 1999 

■'0 WHOM IT MAY CONCERN 

We write to confirm that Bayoil LTD and itattech SRI are sister companies with common directors. 
Faithfully 


.loMoriconj iw'ir/.- r. 
Managing Director 
Regards 



PeiFa'^o 6^ f\(r ^ 
_ Cl' 




£7/t6^'£Cn' 




o3 
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BAYOlL DECEMBER 27, 2000 

REVENUE SHARING AGREEMENT 


THIS AGREEMENT BETWEEN ITaLECH S.R.L, LIVORNO ITALY (ITALTECH) AND BAYOIL 
SUPPLY AND TRADING LIMITED, NASSAU BAHAMAS (BAYOIL) SHALL BE EFFECTIVE FOR 
THE PERIOD BEGINNING DECEMBER 27, 2000 AND APPLICABLE TO THE CONTRACT 
BETWEEN ITALTECH AND BAYOIL DATED DECEMBER 27, 2000 (AND ANY SUBSEQUENT 
AMENDMENTS) COVERING CONTRACT REFERENCE NO. M/09/07 BETWEEN ITALTECH S.R.L. 
AND SOMO, UNDER PHASE 9 OF THE UNITED NATIONS OIL-FOR-FOOD PROGRAM 
WHEREBY BAYOIL AGREES TO PU-RCHASE ALL QUANTITIES OF BOTH BASRAH LIGHT 
CRUDE OIL AND KIRKUK CRUDE OIL FROM ITALTECH. UNDER THE STANDARD SOMO 
CONTRACT TERMS AND CONDITIONS AS APPROVED BY THE UNITED NATIONS, AND 
SPECIFICALLY INCLUDING THE OBLIGATION TO NOMINATE LIFTING DATES AND 
arrange shipments, DESPITE UNCERTAIN MARKET CONDITIONS. AND PRIOR TO 
ES I ABLISHMENT OF U.N. APPROVED PRICE FORMULAS APPLICABLE FOR EACH 
SHIPMENT 


THE TERMS OF THIS AGREEMENT SHALL PROVIDE FOR ITALTECH TO RECEIVE A 
reasonable share of REVENUES GENERATED FROM THE SALE AND DISTRIBUTION OF 
SHIPMENTS BAYOIL LIFTS FROM THE PURCHASE CONTRACT, NOT TO EXCEED AN 
AMOUNT EQUAL TO US$0.20 PER NET BARREL FOR TOTAL QUANTIES LOADED UNDER THE 
CONTRACT AND AS A PROPORTION OF NET REVENUES OF APPROXIMATELY 40%. 


DISTRIBUTION OF REVENUE SHALL BE DISTRIBUTED TO ITALTECH IN ACCORDANCE 
WITH STANDARD INDUSTRY PRACTICE FOR AGREEMENT OF THIS TYPE, AND AS SUCH 
WHEREIN SUCH A DISTRIUTION CAN BE FAIRLY ESTABLISHED BY BAYOIL AFTER EACH 
DELIVERIES ARE FULLY EFFECTED. 


AS SUCH, BOTH PARTIES SHALL ACT IN GOOD FAITH WITH REGARD TO REA 
EV 



lONABLE 


) GIANGRANDI 
) ON BEHALF OF 
ITALTECH S.r.L. 


DAVID B. CHALMERS, JR.\ 

FOR AND ON BEHALF OF 

BAYOIL SUPPLY & TRADING LIMITED 


SAYOl'. Si.lPriV2. TPADir.':”. ii.MiTrF rO eOXCBI27!& 


fA<- in 3*2 4733 IIX 20*44 
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03 / 23/04 12:11 

05/03 '01 13;04 


01 t NASSAU 


BAYOIL HOU 


@08 

<3 


QATB; DBCBMBBR 27, 2000 


— — * Kedacted by ,he Pcnnanent ' 
l nveaira„-„„. 


TOt BAYOZli SnPPI*Y AND TRADXHG LZKITSD 

ATTHs UAJ^KME «CE)ONALD 

FAXr 343 362 4733 


wa miXJUD LXKZ XO confirm THB rOlXONXNG P0RCKASS/5AZ<B AGCRBBHSNT 
BETWEEai ITALTICH Sri AUP BATOII. SUPPIiY AND TRJU3INO LIMITED 
REFBRSNCB SOMO CONTRACT NO. K/09/07. 


aSWSn: ITALTBCH 6rl 

F.O. BOX 300 
LIVORNO, ITALY 

BUYER: BAYOIL BUPPLY AND TRADIHU LIMITED 

F.O. BOX 0813910 
NASSAU BAHAMAS 

OKADB] XXRXak CRUDB OIL Op NORMAL EXPORT QUALITY AS HADB 

AVATLABLS at TKH TIMS OF LOAOXNtS AT CBYHMY 

BASRAH LIOHT CRUDE OIL OP NORMAL EXPORT QUALITY AS 
MAD3 AVAIXABLB AT TRB TIMB OP LOADING AT NIKA AL 
BAKE 


QUANTITY! 4,000^000 NET 0.8. BARR5LS OF KTRXDK CRUDB OIL 

PLUS/KINU8 FTVB PERCENT TERKXMAL OPERATIOMAL 
TOLERANCE. . 

4.000,000 NET U.S. BARStKLS OF BASRAH LIGHT CKCJDH 
OIL PLUS/KlNUfl five PERCSNT TERMINAL OPERATIONAL 
TOLESANCB. 


DELIVERY: POB CEYHAN AND FOB MIMA AL BAiOl DURING CATS RANGE 

TO BE NCBCXMATED. SUBJECT TO FINAL TERMINAL 
ACC3PTAHCB OP VBSSBZ^S TO BE NOMXMATBD. 

IF THB A/M I4OADXNG PERIOD IS SUBSEQCTENTLT AMENDED 
DUS TO CKAKGBS IN THB DELIVERY SCHEDULE CAUSED BY 
PRODDCTldN C9DW3BS, ffSATHEX. OPERATIONAL KATTStS OR 
CXRCOHSTANCSS BBYQMD TNJI. agr.T.nn RSA4BOKAHLB 
IN7LU8NCB, SSZJjBX NILL WITHOUT DELAY ADVISE BUYER 
OP SUCH NEW IX:ADINC FBEIQD and CC 2NSBQUS3ICBB OP SUCH 


1 
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PRICE: 
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OIL NASSAU 


BAYOIL HOU B 


. - Redacted by the Permanent 
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KEV LQASZlia P3RIOO WILL Bfi ACCBPTBD BV BtHBlt. 

THIS COfimtACr SHXLI. TERrtnWTB FORTHWITH IW TUB 

svssrr thjcs tub sbcqritt coohcxl of tes UB nic? 

HATIOHS TBRMBRATaS TKB ADTHORiaaTIOK TO tWPORT OR 
EXPORT FRTR01<SaM CSUOS OIL ORIQUOiTZliG 2H ZIAG. 


FHR WET H.fi. BXAREL FOB CEYHAW ANP FOB MXNR AL BARR 
SHALL BS THB SCMO OFFICIAL SELLIHO FRICB FOR THE 
MOtriH OP LCADXWg FLOS OSD 0.98 PER NET 05 BA3»EL. 


API bscalattow/db-bscaxation claobs to apply s 


TYPB .OF CRDDB 

API 

PORT OF liOADING 

KZRKOR . 

3£.Q 

CSVHAM 

BASRAH LIQHT 

34.0 

AL BARR 


FAICB KBCKAHISM IW 8OR0 PER BARREL FOB; 


PRXCB SHALL BE TKB STAMDARB SOMO E^XCS AS XaRSRD 
OPQH BBTVma? 80WO AWD TKB OKXTBD KATXOHS FROM TIXB 
TO TIKE. 


pA-rHsean shall bb maos by boyzr txt os pollars xh 

POLL WITHOOT OISCOWT, WITHKOLOmO, SETTOFF, 
COOMT8RCLAIK OR OTHER DBDOCTrOH WITRIM THIRTY (30) 
DAYS FROM BILL OF LADIKO DATE (B/L DATE INCLUDED) 
BY PAYMKHT OHDBRTAXIHG IN A FORMAT ACCRPTABUE TO 
SELLER, COSFZRHSO BY A FIRST CLASS lUTEBSATICXSAL 
BANK ACCEPTABLE TO 6BLI^. 

PAYKENT D0CUKSNT3 SHALL B8: 

1. 35LLBR*3 COPWBRCIAL IHVOICE (TELEX OR FACflIHILE 
ACCEPTABLE) . 

a, UroSPBNDBKT PBTROLBOH IWBPSCTOR'B REPORT 
SVIDBECXHQ QUALITY. QUANTITY, BOR AMS DATE OF 


3 
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UlL NASSAU 


BAYOIL HOU a 


Redacted by the Permanent 
Subcommittee on Investisations 


CCWSmiBTXOer op discszaags at discsasob port {TSLBX OB 

FACStMXIiB ACCEPTABliB) . 

2 . 3/3 oiaaxNAx. aiiiiid ov lAPXtns issued or entorskd 

TO THE OKOSS OF BAYOIL SUPPLY AND TRAPXVO LlMXTXQ 
AND OTKER KORKAL LOADPORT 8HXPFX2iC DOCXmBNTS. 

rs THE KVENT THAT POCOMaafJTfl AH» mOAVAIIiXSLB PRIOR 
TO TKS PAYMStST DUS DATS, BUYER l«XliL PAY BBLL£R 
AGAXKST PRBSEErTATIOR OF PO CUM Pr i '8 1 . AMD 2 . ASOVR 
AND SELLER'S LETTER OP INDEMNITY I3I A FORf^T 
ACGBPTABLE TO THE BUYER axOinSD BY AN AUTKOKIZBD 
OFFICER OP TKS SELLER AND CO-SIGNED B? AN 
AUTHORIZED OFFTCSR OP SELLER'S BANK, 

IF THE FAYMZarr DOE DATS PALLS OR A SATURDAY OR ON A 
FEDSRAI. BANKXNU HOLIDAY OTHER TOM A KCOmAY PSUOAL 
BANKINO HOLIDAY, FAYMOIT WILL BB BFFBCTSD OH THS 
NEXT PRSCBDZWS FEDERAL BANIGCNG BUSIWBSS CAY. IF 
PAYMENT DUB OATS PALLS ON A SUNDAY OR ON A MOimAY 
FEDERAL BANKIBG HOLIDAY PAYMBST WILL BE BFFBCTED C9f 
THS KSXT SUCCirEDING PSD8RAL BANKING BUSlNBSd DAY. 

BUYER SHALL, A3 INSTRUCTED BY SELLER FROM TIMR TO 
TIME, OPEN A LETTER OF CREDIT IN STANDARD FORMAT IK 
FAVOUR OF TKS UNITED NATIONS. UNDER THB NAME OF 
TTALTECR S.R.L, 

INfiPECTION: LOADING OF ANY SHIPMSNT OF GRtTDat OIL SHALL BE 

SUBJECT TO THK AUTRORZSATXOH OF TKS INSPECTORS 
NOMIKATBD BY TUB ONITED HATTONS AT THB PORT OF 
LOADINQ. 

THE IKSPBCTORS SHALL AI^O HAVE THE AOTHORITT TO 
STOP THB LOADHTO IP THEY 08TBRHINB THAT THERE IS 
ANY EVIDEHCX OF IRRBSUZiARZTY . 

TITLE «t RISK! TITLE AND RISK TO XHB CRUDB OIL SOLD HEREONDBR 
SHALL PASS FROM SELLER TO BUYER AT THB TIKS HKBN 
THE OIL PASSBB TK8 FLANGE CONEBCTZON BETNEBN THE 
DBLIVBRY HOSE AND TNV VEFSBL'B FBRKAMnrx' ffOEl 
CONKRCnOH AT IX3ADK>8T, AT WHICH POINT SELLERS S 
RSdFONSXBILXTY SHALL CKASB. 
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JMit THJS AORJCSMEKT MS OOYSmSD BY AHS OOUSTBSED 

ZN KCCOKDMCB WXTK TRB lAWS OY ZXTGXJUSD (WITHOUT 
RBfBRKNCB TO ANY CC«NTT»IOr OP LAW RULBS AND WITHODT 
RSCOURSB TO ARBITRATIONI , TK* U.W. CONVRHTJON OH 
CONTRACTS FOR TBS INTSRNATIQKAL 0AX.B OF GOODS 
(isea) SHALL ROT APPLY TO THIS AGRBSMBST. EACH 
PARTY RXPRBSSLT SUBMITS TO THS JURISDICTIOM OP THE 
HIGH COURT OP LONDON . WITHOUT RRCODRSB TO 

arbitration. 


DESTINATION: THE StlYHR tTNDBRTAKBS THAT THE CRUDB OIL DKLXVSRBD 

UNDER THIS AGRSBKSHT . SHALL NOT BB IMPORTED BY 
ITSKLP OR OTHERS TO ANY DBSTXIIATION PROHIBITED BY 
THE OOVERNNBN7*S COORTRY IN NKICB THB CRUDB OIL VSVE 
PRODOCBD WITHOUT SELLER'S PRIOR ACCBPTANCB. 

NASRANTISS: THERE ARB NO SUARANT3&S. OR WARRAHTXBS, EXPRESS OX 

IMPLIED, or KBRCHAOTRaiLITY, PXTHBSS OR SDITABILITY 
Of tkb oil for any particular purposb or OTRKRWXSB, 
vnaCH KJCTEBD beyond THS OSSCRXPrxOV or tub yacs 

KBREOP. 


ASSIGSKBNT: NEITHER OP THB PARTIES TO TRS AQRBEMEMT SHALL 

WITHOUT THE PREVIOUS CDNaBNT IN WRITINO OP THB 
OTHER PARTY (WHIOl SHALL NOT BB UNRBASOnABLY 
KITKHBLD OR DELAYED) ASSIGN THE AORBEMBNT OR ANY 
RIGHTS OR OBLIQATiaNS HB&Bt3B2DHX. 

IN THS BVSHrr or AN ASSSXONHBNT IN ACX)ORDANCB WITH 
THB TBRWa OP THIS SHCTION, THE ASSIGNOR SHALL 
nevertheless remain RBSFONSIBLB for T73B PROPIR 
PSRFORMANCB OF THE AGREEMENT. ANY ASSIGNKSNT NOT 
MADS IN ACCORDABCE WTTK THB TBRMS OF THIS BSCTlOH 
SHALL BB VOID. 


FORCE MAJE0R3: NEITHER SBLLXR NOR BUYER SHALL BE LIABLE IN DAMAOBd 
FOR ANY FAILORB OR DBLAY IN PERFORMANCE OP ANY 
OBLIGATIONS KSRBUNDBR, OTHER TSAN THB OBI»XGAT10N TO 
KAICS PATMBNT, HHERB SUCH PAILUKB OR DELAY IS CA0580 
BY FORC8 MAiJBURS, BBINO DBFZIIBD AS ANY BVBNT, 
OCCURREWCB OR CIRCOMeTANCH REASONABLE BBYOND THE 
CONTROL OF THB PARTY CLAIMIWO FORCB; KAJBURE, 
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XJiCLCJDnra WITHOOT PRBTODSCE TO TKB OMWALtW OT 
the EOREOOXNO, FAII/URS or DSXAY CAnSVO BY OR 
RSSDLTIBa FROM ACTS OF GOD, STRIKES, lABOR 
DXSFUTSS, FIR5S, PIiOODS. KARS (WHBTKBR DBCXJOUSD OR 
xmJECLAStXP) , RIOTS, PBRXL9 OF THB SSMt. WaXSOOBS, 
RESTRICTTrOHS BIFOSKS BY AfTY aOVBRKKRNTAL AOTHORITY 
(XNCZ^INCa AULOCATIOnS, PBXGStXrcZMB, REQOISITiaKS, 
QDDTXS AKD l^ICB CONTROI^) (I-E,. NC3W* OF RRICH ARB 
TO BE THB RESULT OF NZOLIGSMCB ON THS FART OF TRB 
PARTY CLAIMING PORCS MAJBUR5) . 7U5 PARTY CZAINXNG 

FORCS HAJBORB SHALL STVEM WRITTWI NOTXCS THXRBOF TO 
THE OTKHR PARTY WITHIN FaaTY*BrQHT (48) HDORS OF 
THE OCCDRRBNGB TRBRBOF, STATING IN RBASONABUI 
DETAIL THE CAUSE AKD THE EXPECTED DURATION. THE 
BFPECTBD PARTY SHALL. USE RSASaNABLE DILIGSNCE TO 
SLBMOVa THE FORCE KA78T7RE SITUATION AS QUICKLY AS 
POSSZBIiB. HOWEVER, NO PARTY SRAXX BE REQUIRED TO 
SETTLE AGAINST ITS WILL ANY STRIKE OR LABOR 
DISPUTE. TRB TIME OF SELLER TO MAKS OR BUYER TO 
RBCBXVC BBLIVERY HSREUNDKR SHALL BB SXTBHDaD Z30EI31G 
ANY PERIOD IN WHICH DELIVERY SHALL BS DELAYED OR 
PREVENTED BY REASON OF AMY OF TKB FORZGOZNG 
CIA08BS, UP TO A TOTAL OF THIRTY (30) DAYS. IF ANY 
DELIVERY HSRBUNDCR SHALL BB SO DELAYED OR PR£VE»TED 
FRCW DISCRAROlHa ITS CARGO . FOR HORB THAN THIRTY 
(30) DAYS, BTTHKK PARTY MAY TERWIMATB THIS CONTRACT 
WITH RBSPECT TO SUCH DELIVERY DPOE' WRITTEN WDTICS 
TO TKB OTHER PARTY. 

THE PARTY WHOSB PBRFORMAMCB 13 SO AFFECTED SHALL 
IMKEDIATELY HOTIFT THE OTH3KR. PARTY HERETO 
INDICATINO THB NATURE OF SUCH A CAUSE AND TO THE 
BKTENT POaeiBLB, imrORM THB OTHER PARTY OF TKB 
EIFBCTBD DURATION OF TRB FORCB NAJEURB SVBMTCS) . 

LAYTIMB AMD DEMURRAGE* PER SOKO TBRMfl AND COMDITIOMS 

OTHER TBTRWS 

AND CONDITIONS r WHERE NOT IN CONFLICT HTTH THE ABOVE, THE SOMO 
GBVnCRAL CONDITIONS FOB CRUDB OIL SALES CONTOACT 
SHALL APPLY. 


OPaRATZOMAL 


5 



1548 


03/23/04 
05/03 'Oi 


12: n 

i3;04 


UIL NASSAU 


1^13 

BAVOIL HOU 0 


CCWTACTS * 


1 

BAYOXI- GXjypifi AHD TRAPZnG X^IMITKD 
Cl3yiX.£)^ 

TSb; 


FAXt 

TLXt 
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■ — Redacted by the Permanent 
Subcommittee on Investigations 


OHfCE MpTOAliliY XQSUCED TO IN WRITING THIS CONTRACT 
CONTAINS THQ^ KWTXR B AG8BEHEHT BBTWBNN BOTSR AND 
SSLliBR WITH I RBSPBCT TO TUB 8tTBJNCT MATTSR KERBOF 
AND ALL PROS^fiALS, NBGOTZATXONS AND RBPKBSSsnATZCKS 
&STHH5N TKBk WXTR RBFERENCS TBBRSTO ARB KBRG3D 
RERSXN. ‘ 

I 

SPBCIAL CONDITIONS * j 

SELLKR WARRAOTS THAT THB CRDDE OIL SOLD TO BUYER 
FORSUAWT Tp THIS CONTRACT WAS 0BTAI20a3 FURSOANT TO 
ALL NBCaSSAAT APPROVALS AND IB ACCORDANCE WITH ALL 
APFLZCABLB PKOCBOORB5 OF THB UNITED HATTONS (U.N.) 
RHSOLtJTrOK ^06 AND THB D-N. SBCURITY COUNCIL 
COKHITTfiB ES'^ABLXSHSD BY SCR 661 (1950) . SELLBR 
ALSO HARRANTS ITCAT THB PROVXSIOH5 OF ALL APFLZCASLS 
a.N. • RESOLITTIONS HAVE BSS37 COMFLIBO WITH. 
INCLUDING, WITHOUT LIMIXATIQM, SCR 9S6(I9S5), SCR 
1111(1997), SCR 1143(1997) AND SCR 661(1990). 


ENTIRE 

AGHCSBXBHT: 


SBLLRR SPBCIFXCiWLLY WARRANTS THAT MO SURCHARGB OR 
CmaSR PAIIMBST KJia FUBB TO SOMP BY TO* S8IiI>SR, OR TO 
BBUJSR'S KNOinuellGS BY MIY THIRD PARTY, ODTSIDB THE 
O.Sf. BSCHDir AOTOOBT TO OBTAIH33R3 TBS CHDDB OK. SOLD 
TX5 BDYBR KERSUBPER. 


SEII.SR ACREBS TO TOOEMSIPY ABD HOU BCYSR HAXKLSSS 
FHtW AND AOATOST ANY LOSS, WOSTHBR OR NOT RESaOTTOO 
PROM THIRD PARTY CtAJMS, ARISXWJ ODT OP OR TO 
COHHBCTIOW WITH A SRBACH OF THS HARRA2)TIB9 
OOSTATOKD HEHBIH, LOBS HKAirS AMY LOSS, LIABILITY, 
CLAIM, ACTIOS. BXriT, PROCBSDINQ, AESBSSKBNT, LIES, 
OOOOBKBUT, ARARD, DAMASB, DBPXCIESCY OR EXPBNSS 
(ISCLODISG TOTBREST PZStALTIBS TIHBRB AI4:X5W*D. 
RBASOSASLB ATTORtlfilS PBES AND DXEBTIRSBMSIITS) , BBING 
DKDERSTOOD THAT THE RIGHT TO IKDEMNIPICATlaK SKAU. 
NOT BECXJMB 8SPORGSABLB PRIOR TO SELLER BAVTOO BBBf 
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Fi)aax.y provkh liXASLs for breach o? vtm prsssnt 

KARRAKT7 BT A COMPBTBKT COURT. THIS XHDRMKrXTT ITXXiIi 
SURVTVB THE DKLIVHRY, INSFBCTION AHD ACCEPTANCB OF 
TRB CRUD8 OXI«. 

5BLLSR GHALIi PROV2D8 BUYBR A COPY OF THB U,N. 
CERTXFIGATXOV ASD TRB CBRTXFXGATK OF ORZOIN UPQBi 
VESSEL'S DBPARTQltB FROM THE L0ADP0R7. 

ADPZTIOKAL TERMS OR TERMa 0XFFERBMT FROM THOSE SET FORTH HESSXN 
BBALL BB CaSBTBXJSD AB FROPOBALS FOR A0DITICK5 TO THB C0STKAC7 AMD 
SHALL MOT BBCOMB FART OF TRB COSTTRACT ORLSSS BXPRBSSL7 AGREED TO 
B7 SUVFLBMQn^AL TSUSC. 

FLHASa COMFIRM, IK WRITXRO, THAT THE ABOVE CONTRACT ACCURATELy 
reflects your UNDBRSTANDINO OF THIS COSTHACT. 


Stt&ers: 



rrALTECH S.FLL. 


Buyers: 

Dophna McDonald 

Mansgar 
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TO: BAYOIL SUPFLY A TRADING LIMITED 

ATm: DA PHNE M CDONALD 

FAX: 

FROM: ITALTECH SJI.L. 

DATE; January n. looi 


REF: PURCHaSE/SALE agreement DATED DECEMBER 27, 2000 

SOMO REF: MA>9/07 
amendment NO. 1 


DEAR SIRS: 


REGARDINO ABOVE REFERENCED CONTRACT, WE HEREBY AMEND AS 
FOLLOWS: 

1 . INCREASE QUANTTTV AS FOLLOWS: 

TYPE OF CRUDE QUANTITY PORT OF LOADINO 

BASRAH 11,000,000 BBLS ALBAKR 

KIRKUK S.OOO.OOO BBLS CBYHAN 

WE Have attached the united NA TIONS APPROVAL r.iriTER FOR YOUR 
REFERENCE, 


ALL OTHER TERMS AND CONUmONS REMAIN UNCHANGED. 


REGARDS, 
ITAJUTECH SJR-L 





iU^O GiANORANDI 


hAN 



0 


S«scl*f« l.Y. 19g.00(J.«J9 - Iri&Mn*!* U»on-o i*. C.CaA.^. 939it~ p«*. Jmtwa /tRS?w3 1003954 
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ITALTECH S.r.l. 


^cl« • ft«bi>lm«nra: vu C.«. CiurtnJ. Z-* - 5712) UVORNO - iTavy 


;ma!u ^o. wax 500 > 
CIVOItNO 
TilEX; I 

»A*:| 

P.rVA; 

0l011t9Q4»4O 


TO: 

ATTN: 

FAX: 


Sytjcoiniiullcc I'll ^n^K^gmil)n^ 

BAYODL SUPPLY & TRADING LlMTi tu 
DAPHNE MCDONALD 


FROM; ITALTECH S.RX, 


DATE: 7 FEBRUARY. 200 1 

REF; PURCHASE/SALE AGREKMEFTT DATED DECEMBER 27. 2000 

SOMO REF: M/09/07 
AMENDMENT NO. 2 


DEAR sma. 

REGARDING ABOVE REFERENCED CONTRACT, WE HEREBY AMEND AS 
FOLLOWS: 

I . INCREASE QUANTITY AS FOLXXIWS; 

QUAiOm eQST_QF. LOADING 

17,000.000 BBLS AL BAKR 
*,000,000 BBLS CEYHKAN 

WE HAVE ATTACHED THE UNITED NATIONS APPROVAL LBTTfK FOR YOUR 
REFERENCE. 

ALL OTHER TERMS AND CONDIT IONS REMAIN UNCHANGED. 


Basrah 

KIRKUK 



CHAIRMAN 


Ciplule Sodilt I.V. m.ooo.ooo - Triiwitit Uvorno ti. 15M< - &C.I,A.A. SJ55« - f<M, ImBon lOOTSH 
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UNYTED NATIONS 



NATIONS UNl^ 


SECXmiTY COUlNCrL COMMITTEE ESTABUSHEP BY RESOLXJTION 661 (1990) 
COiVCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/'AC.25/2000/OII/1 330/OC.03/add.4 6March200T 


TO: rrALTECHs.r.I. 

LIVORNO, ITALY 




FAX 

FAX NO.: (MlMnS* 

ATTENTTON; Mr. Ausnsto CTANGaANDI 

REF.: OrL-FOR-FOOD ARRANGEMENT I 

1 TOTAL NUMBER OF TRANSMIITED PAC 3 ES INCUJDING THIS PAGE: 1 


Re: Contract NambcnMy09/07 UN REF: S/ACL2S/2000/OILA33Q/COM!ML 07 
Between; SOMO and 'ITALTECH SKL • 

Date of receipt of amendment : 6 Marb 2001 

PLEASE BE ADVISED THAT THE AMENDMENT TO THE ABOVE COINTTRACT: 

1. article two para 0), TO READ AS FOLLOWS: 

SUBJECT TO A RTICL E EIGHT BELOW, THIS CONTRACT SHALL BECOME 
EPFECrrV E ON T HE 2XST DAY OF DECEMBER 2000 AND SHALL 
CONTINUE THEREAFTER UNTIL THE 31®’ OF MARCH 2001, UNLESS 
RENEWED BY MimJAL AGREEMENT. 

2. QUANTITY IN ARTICLE THREE TO READ AS FOLLOWS:- 

TYFE OF CRUDE QUANTITY PORT OF LOADING 

BASRAH LIGHT 23,000,000 /BBLS ALBAKR 

KIRKUK 12,O00,00omBLS CEYHAN 

OTHER TERMS AND CONDITIONS REMAINED UNCBANGED- 

B APPROVED 


cc: 

SOMO 
BNP Paribas 

SAYBOLT ROTTERDAM 

PERMANENT IMISSION OF IRAQ TO THE UN 


- Redacted by the Permanent 
SulKommittee on lnve.stigaIions 


07/03. -01 22:16 m. ■fX/HX4296 ^ P.OOl 
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SUITE 2S0& 

2 soum BISCaYKE BOULEVaBZI 
XaA)«. n/dJUDA. 3313MW& 



March 2!,-2001 


WaLFUDO i MaBTIHEZ 

htrner 

0ni£CTOlAl:l 
EMaU. « 


FILE HO 


Augsuw Qiangrandi 

Chainnan 

Iraltech, Sri 

Via della Padilla 

83 - 57124 tivonio, Italy 


— — - Redacted by the Permancnl ~ 


DearAuguao: 

We are gravely concerned about the proposed payment to Alwasel & Babel of ^iproxiinaiely 
$8^ million (U.S.) in connection waih the purchase of oil from the Republic of Irij. It is our 
opinion, based upon a careful review of the facts and law applicable to the situation, that 
proceeding vnth the proposed transaction could lead to your arrest, conviction and 
incarceration for violations of U,S. law. Additionally, because the current Iraqi sanctions 
regime has been adopted by many of the jurisdiction wthin which you regularly conduct 
business, we feel that the risk of prosecution and incarceraiian extends beyond the United 
Stales. 

AS you know, in 1994, the Uiuted States Department of Commerce, Bureau of Export 
Administration, Office of Export Ehiorcement sanctioned you. and all businesses associated 
with you due to your alleged role in a conspiracy to violate the United States Export control ' 
laws in connection with business dealings with ie Republic of Iraq and other coumries. Your 
sanction was for an original period often (10) years. The Office of Expon Control relied on 
President Clinton’s Executive Order which was promulgated under the Ituemational 
Emergency Powers Act. As a result of die sanctions imposed upon you, we believe that all 
transactions with which you are involved will be closely monitored by criminal law 
enforcement agencies of the United States government. Thus, you are in a unique situation 
because the Government has advised you that it would scrutiniac all transactions you are 
involved in - within and outside of the U.S. In feet, the proceedings for which you were 
previously sanctioned involved foreign transactions. Also, recall that tire Government knows 
of your association with Dr. Carlos Cardoen. The Government is actively seeking to extradite 
Dr. Cardoen. This gives the Government even greater reason to fully monitor your conduct. 
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Should you proce^ wiib iha contampted nransaction, we feel That you could be charged with 
a number of serious federal crimes, including, but not limited to: mail and wire fraud, money 
laundering, and criminal con^iracy. Because Bayoil Trade and Supply, Ltd. (Bayoil) is 
associated with its U.S. parent company and because that parent company must make 
representations to the U.S. government concerning purchases of Iraqi oil. it is likely that you 
can be charged with Bayoil for conspiring to make ialse statements to the U.S. government 
about die proposed payments and for violating the Foreign Corrupt Practices Act. 

Additionally, you could be charged vrith violating the Iraqi Sancrions Regulations, 31 CJF.R. 
Pan S75 wUch qiecifically prohibits the direct andmtUrtta transfer of funds or other financial 
or economic resources to or fin the benefit of any agency of the Government of Iraq or a 
person in I^. As you know, violation of these laws cany severe mandatoiy jail senumces. 

Additionally, Bayoil Supply and Trading, Ltd. {‘■Bayoil") has comractually and specifically ' 
prohibited.you from proceeding with the proposed transaction. As you know, Bayoil bound 
you to the following contractual undeitaking: 

Seller specifically warrants thai no sureharge or other paymem was made ) 
to SOMO by the seller, or to the sellers' knowledge by any third party, 
outside the IJ.N. escrow account in obtaining the crude oil sold to buyer 
hereunder. i 

The foregoing provision specifically prohibits you, under civil law, from making the suggested 
payments. Bayoil can, and will, declare you in breach of your contractual obligations. They 
may also act before the Courts of the Uiuied States and/or the United Kingdom to block the 
proposed payments. If they do not take such acuon, Bayoil will also be subject to criminal 
prosecution for conspiring to violate the Iraqi Sanctions Regulations, 31 CJ Part S7S. 

.As discussed above, other than those laws concerning violating the Iraqi Sanctions 
Regulatians, the most likely charges against you will focus on the mail and wire fraud statute, 
false siaiements stantce, the conspiracy laws, ihe Foreign Corrupt Practices Act, and money 
laundering. Thus, a deeper examination of those laws is warranted here. 

Mail and ffire Fraud: The mail fraud and wire fraud staiutes are considered a “first line of 
defense" against fraudulent activity. The statutes prohibir, respectively, the use of the mails, 
and the use of interstate electronic communications to further schemes to defraud. 


The elements of mail and wire fraud (1 8 U.S.C. 13A1 artd 1343) are; 
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(1 ) foimaiion of a scheme or anifice with inieni to de&aud: 

(2) using or causing the use of the mails or wires; and 

(3) furtherance of the fraudulent scheme. 

Scheme or Artifice to Defraud: The mail and wire fiaud statutes prohihiT the use of the mails 
or iniefsiate wires in furtheiahce of a “scheme or anifce to defiaud, or for obtaining money or 
property by means of false or fiaudulent pretenses , . Hence, the boundaries of a “scheme or 
artifice to defiaud" are neither limited by common law concepts of fiaud or felse pretenses, 
nor contingem on violations of state or federal law. 

Examples of mail and wire fraud schemes include: 

(1) felse statements in applications; 

(2) concealment of material information fiom the government; and 

I 

(3) payment of kickbacks in iniematlonal business transactions. i 

The mail and wire fiaud statutes have not been limited solely to schemes involving deprivation 
of economic or property interest, but reach artifices designed to cause various intangible losses 
as well. 

Jmem: The government need not show that the fraudulent scheme was successful, or that the 
victhns acmally suffered losses ance it is the "scheme” and not actual fiaud that is required to 
sustain a mail fiaud conviction. U.S v. Reid, 533 F.2d 1255 (D.C. Cir. 1 976). The 
government must, however, prove specific intent to defiaud. This intent is proved by showing 
that the alleged scheme was “reasonably calculated to deceive persons of ordinary prudence 
and comprehension and that iinention is shown by examining ie scheme itself.” US. v. i 
Green. 745 F.2d 1205 (94 Cir. 1984) cert, denied 474 U.S; 925, 106 S.Ct. 259, 88 L4d,2d 
266 (1985). Direct evidence of intent to de&aud is not required. Once willful parncipation in 
and knowledge of the scheme is shown, a defendant not directly connected with a particular 
fraudulent act is nonetheless held responsible if the act was of a kind to which the parties had 
agreed. Even a reckless disregard for the truth or &lsity of representations may qualify as 
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criminal conduct U.S. v. Schaflander, 719 F.2d 1 024 (9ih Cir. 1 9S3), carl, demed, 467 U.S. 
1216. 104 S.a 2660, SI LEdad 366 (1984). 

Vsing or Causing tie Use of she Mails or Wires; The govenunent need not prove diat use of 
the malls or wire was necessary to die fraudulent scheme, that the defetidant intended to 
employ the mails or wire in carrying out the fraud, or even that the defendant aaually mailed 
or nansmined the offending material. 

The Itey is whether the mailings were either “an integral pan of the execution of the fraud, or 
incident to an essential pan of the scheme.” Parry. U.S.. dOS.Ct 1171 (1960). Even 
mailings which occur after the fraud and are not “an essential element of the scheme to 
defraud" are “sufticient so long as they are incident to an essential pan of the scheme." 
5cJimi<ci,v. .I/.S, '109S.Ct. 2091 (1989). InSchmuck, a used-car distributor was charged wiih 
having rolled hack the odometers in cars which he sold to retail dealers wdib then rniiocently ' 
mailed title-^plication forms to the State on behalf of the buyers. The subsequent innocent 
mailings by the defrauded, made in ignorance of the fraud, were held sufficient to meet the 
“use of the mails” element. 

Today, an indictment may even be based on a co-schemer’s or anondefendant’s use of the 
mail or wires. The government need only show that the defendam “caused” the mailing or 
transmission by acting “with knowledge that the use of the mails [or wires] would follow in 
the ordinary course of business, or where such use can reasonably be foreseen even though not 
actually intended.” V.S. v. Maze, 414 UE. 395. 94 S.Cl. 645, 38 l.Ed.2d 603 (1974). 
Whenever the use' of the mails is reasonably foreseeable, no separate intent to use the mails 
need be shown. Moreover, evidence that the mails or wires were employed need not be direct. 
Circumstantial evidence, such as a pattern of interstate phone calls, interstate travel, or , 
interstate transportation is sufficient. 

F urtherance of Frauiaiem Scheme; Mailings “in funherance" of a scheme meet the 
siarates’ jurisdictional requirements. The “in furtiierance" component is to be broadly read 
and applied. U.S. v. Draimaa, 784 F.2d 248 {7th Cir. 1986). A specific mailing or wire j 
transmission meets the “in furtherance" requirement if the act is “sufficiently closely related" 
ID the defendant’s scheme. US. v. Boyd 606 F.2d 792 (8th Cir. 1 978). Examples of mailings 
or wire communications which are commonly found to further the scheme to defraud include: 
mailings or communications to the victim that directly aid the fraud or deception; mailings or 
communications among the schemers to discuss, plan, or implemeni the scheme; the mafiing 
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or wiring of the proceeds of the fiaud fiom ihe vinim lo The schemers; snd The Transfer of die 
proceeds among The schemers through the mails or wires. 

The smictuie of ihe mail and wire fimid stamtes enables prosecutors to obtain separate counts 
for each use of the mails or inioataie wiies in furtherance of the fraudulent scheme. An 
unlimited number of mail and wire fraud counc is possible if suffrciently supported by 
evidence. Mail and wire fimtd violations are enumerated racketeering acts under the RICO 
statute and are oflen used by prosecutors to prove a "panem of racketeering acts". 

False Smemems: The major federal statute governing Slse statements is 18 U.S.C. Section 
1001. The statute applies to three separate offenses: . 

( 1 ) falsifying, concealing, or covering HP amaterial fact by a trick; scheme, or 
device; 

{2j making false, fictitious, or fiaudulem sistemenis or representations; and 

(3) making or using any false documents oi writing. 

Violations of Senion 1001 are punishable by a fine of not more than $10,000 or imprisonment 
for not more than five years, or both. 

Couns generally agree that Section 1001 covers both oral and written statements. The 
statement may be 'sworn or unsworn, signed or unsigne4 voluntary or required by law. and 
need not be made directly to the federal government. 

This offense encompasses a wide variety of actions including such acts as failing to mate 
complete disclosure on a federal application fotm, omitting relevant facts in a financial 
smiement, transforing inspection stamps, changing numbers on boules to conceal rejection, 
and using a false stamp to conceal ownership of tobacco. The false statement statute covers a 
wide variety of false statements ranging from false statements to obtain federal employees 
compensation and false rumors about the financial condition of the Federal Savings and 1-oan 
Insurance Corporation, The statute applies to oral as well as wricien statements. For instance, 
oral felse statements to customs officials and other government agents are actionable. 

False statement charges have plagued the oil industry in the form of felse certifications relied 
on by refiners which were ultimately subroirted to the government or false statements on 
federally required cenificaies that oil was "shipper crude oil." 
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The elemeiiTS of a Section 1001 violation are: 

(1) a statement, 

(2) that is false, 

(3) material, 

(4) marie “Icnowingly and willfijlly,” and 

(5) marie in a matter within the ■‘jurisdiction" of a department or agency of the 
United States. 

falsi 0 r: The element of falsity is satisfied either by making a &lse representation or 
concealing a materia] fact. To sustain a false tepresentanon charge, tte government must 
prove beyond a reasonable doubt that the statonent was made with knowledge of its falsity, 
i.e., an intenito deceive or.raislead, or a reckless disregard for the truth. US. v.Lcmge, 528 
B.2d 1280 (5th Cir. 1976). In addition, the government has the burden of negating any 
reasonable interpretation that would make the defendant’s statement Actually correct. In 
certain cases the concealment of material fiicts such as conflicts of interest are actionable. 

MateridUw Since Section 1 001 has few express limits, the m^ority of circuits, to exclude 
trivial felsehoods, have held tiiat a defendant's statement must be material to constitute a 
violation of Section 1001. See, e g., U.S v. White, 765 F.2d 1469 (11th Cir. 1985). These 
Courts also hold that the question of materiality is a question of law. Most eircuits hold that a 
statement will be deemed maierial vdiere it has the mere capacity to influence governmental 
functions or agency decisions. See V.S. v. Campbell S48 F Jld 846 (8ib Cir. 1988); U.S iv. 
Roetriguei-Raiiriguez, 840 F.2d 697 (9ih Cir. 1988). The government need not show that the 
statement was required m establish materiality. Fiuthermore, the fact that no actual harm 
occurs as a result of the statement is not detenninative; the mere potential for barm can i 
establish materiality. U.S. v. Fem, 696 F.2d 1269 (1 Cir. 1983). Similarly, a statement 
may be material even if it docs not result in an economic benefit to the dcfendant. 

Jment: A false statement must be knowingly and willfully made in order to violate Section 
1001. A statement is made '•knowingly” if it is made with knowledge or awareness of the true 
facts, and is not prompted by mistake, accident, or another innocent reason. A statement is 
made "willfully" if made deliberately and with knowledge. V.S v. Smith, 523 F.2d 771 (5ih 
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Cir. 1975), cm- denied, 429 U.S. 817,99 S.Ct 59, 50L£d2d 76 (1976). Knowledge may 
also be shown by the defendants’ reeSdess disregard of the truth. U.S. v. Cleafield 358 F. 
Si?.p.564(E.D.Pa.l973), 

Jurisdiction: Section 1001 reqmresthat the statement be made “within the jurisdiction of any 
depanmemoragency of the United States.” The term “jurisdiction" is construed broadly. Tte 
statute also prohibits false statements made to agencies during the course of an investigation. 

False statements need not be submitted directly to a government agency to quali^, provided 
thai a govermnent agency retains the ultimate authority to see that fed^ fimds are disbursed 
properly. For instance, false statements submitted to a local munldpaliiy are actionable 
federally when a federal agency subsidized the project or reimbursed the local entity. It is only 
necessary that the felse statement relate to a maner in which a federal-agency has power to act. 
For example, a faltified welder’s statement submitted to a private testing agency was 
actionable by the federal government when the certificate was originally required by the Mavy. 
The requirement has also been, satisfied by the malting of false statements to a subsidiary of a 
federally insured lending institution. U.S. v. Baker, 626 F2d 512 (5tb Cir. 1980); Moreover, 
the government is not required to prove That the defendant knew that the false document would 
be subroined to the government. U.S V. Yermian, 468 U.S. 63, 104 S.Ct. 2936, 82 L-Ed.2d 53 
(1984). 

Numerous other &!se statement statutes exist prohibiting similar offenses -with respect to 
various governmental and quasi-govetnmental agencies. 

foreign Corrupt Practices Aeu The Foreign Corrupt Practices An (FCPA) was enacted in 
1977. It is designed to combat corporate htibeiy and other questionable ovcncas payments 
through two means: accounting provisions which require accurate maintenance of corporate 
financial records; and, more directly, anribribery provisions. The Act contains both cj-vil and 
criminal penalties witii the Securities and Exchange Commission and die Justice Depanment 
di-viding enforcement responsibilities. - ■ 

Section 1 02 of the FCPa amends Section 1 3(b) of the Securities and Exchange Act of 1 934 
(Exchange An), and requires that cotporaiioris keep accurate records of their financial 
dealings and maintain internal accounting systems. Congress and the SEC intended the 
amendman to end the use of “slush funds." The amendmem tpplies to all concerns which are 
registered under Section 12 of the Exchange An and which are required to file reports utider 
Section 1 5(d). The record keeping requirement stipulates ibai companies must maintain their 
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books and records “in reasonable deiail" so thai ihey “accuiaiely and feirly reflect” financial 
transactions. The internal accounting protnsions require that companies maintain an internal 
accounting system. The system must “provide reasonable assurances" that the company’s 
transactions are properly authorized and recorded. This section is designed to make it more 
difficult for a company to hide quesrionable payments and other financial transactions. 

The antibribety provisions of the FCPA prohibit issuers and other “doroestie concerns” doing 
business overseas 6om offering anything of value to aforeign official or foreign polincal party 
in order to influence flat official or party. They further pro^h a company ftom ofeiing 
monies to third parries when it “knows or has reason to know” that that party will use the 
payment directly or intflrectly to gain a business advantage or influence legtdation by 
corrupting foreign officials in a foreign country. However, the Act exempts fiom its coverage 
“faciUtaiing” Or “grease” paymenis, which are made to speed up routine business activities and 
not to obtain business. These paymenis are exempted fiom the Act by its exclusion of ; 
paymenis made to ministerial or clerical workers. Under Sections 1 03 and KW (foreign , 
corrupt practices by domestic concons), criminal penalties are provided for SEC regulated 
firms or any other domestic concerns using the m^ls or interstate coimnerce corruptly in 
furtherance of an offer or payment of money or anything of value lo a foreign official. 

Penaitia: The FC?A imposes stria peitalties on both the defendant company and its officers 
for tdolations of FCPA provisions. All fines imposed on corporate officers must be paid- by. 
the officers, and may not be absorbed by their companies. Any person who willfiflly violates 
Section 103 (foreign corrupt practices by issuers) may be required to pay a $10,000 fine,;seTve 
a five year seraence, or both. A national exchange may be fined up to $500,000. A violqtion 
of the antibribery provisions by a company can result in fines of up to $1,000,000. 

Afoney Laundering; Money laundering, called the "crime of the '90’s”, is now a primary 
target of the Deparment of Justice, Congress, Treasury, Customs, and even ihe U.S, Posti 
Service. Money laundering is the way in which ctimi^ hide the source, existence or final 
disposition of money obtained through crime. Once introduced into the banking system and 
divorced fiom its criminal source, large quantities of suspicious and impractical cash are: 
converted into convenient, usable, interest generating funds on deposit 

The incentives to launder money ate substantial, and, wirh an estimated 1 SO billion dollars 
laundered each year in the Utnied States (much of it drug money gleaned from narcotics 
traffic), federal prosecutors have not only declared war on criminals who launder money,' but 
on those who promote, aid or abet these criminals to “clean" their money. The key weapons 
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wielded by federal prosecutors include: the Money Laundering Ccanro! Act (“MLCA”) of 
1 986 (amended by the Money Laundering Prosecution Improvements Aa of 1988 and ' 
codified as amended at 18 U.S.C. Sections 1956-1957 (1988)); The Bank Secrecy Act (“BSA”) 
(31 UB.C. Sections5311-5324(1988));and.pTospectively, forfeiture of assets for violations 
ofMLCAorBSA 

The Manor Lauttieriug Control Act: Congress created new money laundering crimes in 
sections 1956 and 1957 of ‘ntle 1 8 of the United States Code. While the two stamtes are 
similar they focus on difiFerent aos involving crime proceeds. The most notable cUfference 
between Sections 1956 and' 1 957 is 1 957's lack of any intent requirement. Because of their 
similarity, after a brief description of each statute, ih^ key elements witj be discussed jointly. 

Since Section 1957 lacks an intent reqmramentj and since Section 1 957 expressly 
encompasses both direct and derivative proceeds ftom a criminal offense. Section 1957 has 
potentilly much broader application than .Section 1956. There have been, however, relatively 
few prosecutions under Section 1957. As a result, most of this discussion involves Section 
1956. 

Section 19S6: Section 1956 of the Money Laundering Control Stamtes outlaws two categories 
of offenses: ~nansaction” offenses and ‘Transportation'’ offenses. Depending on knowledge 
and/or intent, each category may be idolated in two ways. 

“Transaaion" Offenses: The two “transacrion” type offenses (1 956(a)(1)(A) and (b)(1)(B)) 
both require: conducting or anempting to condua a financial transaction involving property 
wluoh represents the ’•proceeds" of specified unla'wful activity knowing that the property 
constitutes Tnoceeds” of the unlawful activity. Section (a)(l )(A) also requires specific intent 
to “promote the carrying on of specified Unlawful activi^’ or, intent to engage in rax evasion 
or tax fiaud. 

Section (a)(lXB) has no specific intent reqtdremeni. Instead, it only requires knotvledgc that 
the transaction is designed in whole or in pan to conceal or disginse the nature, location, 
source, ownership, or control of the proceeds of specified unlawful activity, or to avoid a 
transaction reporting requirement under State or Federal law.' Thus, Section (s)(l)(B) only 
requires knowledge of someone else 's intent, presumably that of the person who designed the 
money laundering transaction. 

''Transportation" Offenses: As amended in 1988, Section 1956(a)(2) prohibits “transfers" of 
monetary insinanenis or funds which need not themselves be proceeds of unlawful activity. 
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To violate subsection (aX2) a defendant must transfer money into or out of the United States., 
with the intent of promoting drug related offenses or with knowledge the transaction was 
designed to conceal the parties involved, or the unlawful activity or to avoid nansaciion 
reporting requirements. 

Section 1957: Section 1957 proWbits both transactions within the United States and 
eximtenitorial transactions where one knowingly: (1) engages Or attempts to engage; (2) in a 
monetary transaction; (3) in a criminally derived property valued in excess of $10,000; (4), 
which is derived from specified unlawful activity. 

The Knowledge Requirement: Both Sections 1956 and 1957 require knowledge that the 
property involved in a transaction either "represents the proceeds of some form of unlawful 
activity” (18 l].S,C. 1956(aXl) and {aX2XB)) or is “ciiniinally derived property" (18 U.S.C. 
19S7(a)). Under Section 1956. it is not dear at what point one may be deemed to have gained 
sufficient knowledge is the course of bis business dealings with someone to "know” that the 
person’s funds were obtained frtan "some” unlawful activity. Indeed, to fulfill the 
"knowledge” requirement, the government need only show that a defendant has had business 
dealings with someone the govemroeni can show is a criminal. (1 8 U.S.C. Section 1 957). 

Essentially, through the Money Laundering Statutes’ knowledge requirement, one can be held 
liable for “willful blindness" as to the source of someone else’s fimds. ESectively, for both 
Seaions 1956 and 1957 the defbndani bears the burden of showing that he was acting 
reasonably and vrithom knowledge of the criminal couree of the property. 

In a case which demortsttates the problems posed fry the money laundering statutes, a $15 
million judgment was entered against a bank for improperly terminating a client’s lines of 
cre^t after the FBI informed the bank the diem was involved in organized crime. Rica y. Key 
Baneshares of Maine, Inc., 662 F. Supp. 1132 (D. Mdne 1987). The bank was forced to 
choose between exposure to the MLCa’s potential twenty year prison sentence and potential 
civil liability.. As a result of cases like Ricci, vagueness and overbrearhb challenges are 
expected. Until these potential challenges are decided by the courts. Congress’ intent to 
transform even suspected criminals into commercial pariahs, shunned by bankers and 
businessmen, must be respected. 

penalties: Violators of § 1956 can be fined the greater of $500,000 or twice the value of the 
property involved in the transaciiom They could also be imprisoned for up to twenty years. 
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Violators of § 1957 can be fined twice the amount ofpniperty involved in the iransaorion up to 
a maximum of $250,000. They arc also.subject to imprisonment up to tea years. 

Conspiracy. The general federal conspiracy statute, 18 II.S.C. 371, proscribes combinations of 
TWO or more persorrs to commit any offense against the United States, to defiaud the United 
States, or to de&aud any govemment agency . The susceptibility of Section 371 to broad ' 
appUcation has made conspiracy oirc of the most comnronly charged offenses in the 
prosecution of federal crime. 

Conspiracy to commit any offense against the United States denotes an agreemera to violate 
any civil or criminal fede^ law. Conspiracy is composed of four major elements. A 
conspiracy exists where the conspirators: 

(1) make an agreement; 

(2) to achieve an illegal goal; 

(3) with knowledge of the existence of and with actual parndpatiDn in the 
conspiracy, and 

(4) at least one conspirator petfoiras art oven act in fintheiance of fire illegal goal. 

Agreemenr. An agreement between two or more conspirators to accomplish an illegal 
objective is not oidy .an element of proof but the very essence of crimirral conspiracy. 

Section 371 does not require that the illegal agreement of the coaspiiaiors be formal or 
express;itmay consist of merely a “tacit undersrandrog.” U.S. v. Pimar, 630 F2d 1270 (8lh 
Cir. 1980). Proof of a common resolve is usually shown by the defendars’s action. Thus, 
circumstantial evidence or proof of prior similar acrivines can establish the existence of the 
crirrrinal agreement. V.S. v. Wilson, 657F21d 755 (SthCir. 1981), cm, denied, 455 U.S. 951, 
102 S.Ct. 1456, 71 L. Ed.2d 667 (1982). Since the key characteristics of a conspiracy are 
secrecy and concealment, and since successfirl conspiracy is therefore difScult to prosecute, 
prosecutors need only show “sufficiently the essential nature of the plan and [the ; 
conspirators’] cormection with it." U.S. v. Morris, 836 F2d 1371 (D.C. Cir. 1988). Once a 
conspiracy and the defendant’s link to that conspiracy is shown, the burden of proof rests with 
the defendant to show that he was not pan of the conspiracy. Moreover, withdrawal fiom a 
conspiracy has a high standard of proof which requires “affriroative acts inconsistent vrith the 
object of the conspiracy ... communicated in a manner reasonably calculated to reach [other] 
co-conspirators." U.S. v. U.S. Gypsum Co., 438 U.S. 422 (1978). 
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Illegal Goal: A join: plan vs achieve an illegal goal consrimtes the second element of the 
crime of conspiracy tmder Section 371. 

Knowledge, Imem, and ParticipaiUm: To be gmjiy of conspiracy a defendant must laiow of 
the conspiracy’s existence, intend to participate in h, and Actually panicipaie. 

. Overt Act; An agreement to commit a crime does not, by iiselt constitute a violation of 
Section 371 . One of the con^iraiors must commit an ovcrt act, in iiirdjerancc of the , 
conspiratorial plan. The oven act, however, need not be criminal in nature. The function of 
theovenaciissimply to manifest that the conspiracy is at work. U.S .v. Andreen, 628 F.2d . 
1236 (9ih Cir. 1980). Moreover, a conspirator need not commit an oven act hims elf to be 
considered a co-conspirator and to be held liable for other co-conspirators’ acts.. 

Co-Conspirator’s Statement as Evidence: tinder Rule 80Ud)(2)(E) of the Federal Rules of 
Evidence, a statement is admisable against a party if made by a co-conspirator of 4c parjy 
during the course of and in furtheiance of the conspiracy. This exception to the hearsay rule 
is based both on principles of agency and substantive criminal law. The Courts hold a co- 
conspirator’s statement m be "in fimherance’’ of a conspiracy and admissible if the declaranon 
advances the common objectives of a conspiracy. Thus a statement made by one conspirator 
is regarded as a statement made by each conspirator making it a “patty admission" of each 
conspirator and not hearsay. This exception to the hearsay rule is the most common reason 
prosecutors file conspiracy charges. 

Accordingly, 'it is Our weU-.considered opinion that youmay no: proceed with the proposed 
transaction. Failure to heed this advice will likely lead to your arrest, conviction, and 
incarceration. , 
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Surcharge 

In an action the purpose of which the acquirement by the previous regime of cash/money, 
a surcharge was implemented on the crude oil according to an understanding of the 
following details. 

First- Percentage of the surcharge 

1 . A decision was made in August 2000 requiring a surcharge on the shipments that 
will be loaded on ships starting September 1, 2000, the surcharge being $.10 per 
barrel for all markets. (From the middle of the S* phase until the end). 

2. The surcharge was adjusted starting with the 9* phase in December 2000 to be 
$.30 per barrel for the American market and $.25 for the others. (Continued to the 
end of the 1 1* phase) 

3. It was adjusted begiiming May 30, 2002, to become $. 1 5 per barrel for all markets 
(from the beginning of the ,12'*' phase imtil the end) 

4. The surcharge was cancelled starting with the shipments that would be loaded 
September 2002, the beginning of the 13'*' phase. 

Second- Refinery owning oil companies 

When the surcharge was instituted during the 8“’ phase, the responses of the refinery oil 
companies (Total, Alf, Petropras, Agipi, Repsol, OMFI, Teprash, and others) was their 
unwillingness to pay because it contradicts the laws of their countries and the resolution 
of the United Nations. And because they were told about the surcharge payments in 
August for the shipments to be shipped September 1, 2000; those companies were to be 
nominated to buy oil for September and the following months of the 8“ phase. Their 
unwillingness to pay was overlooked. In agreement with the Minister of Oil, they were 
told to continue loading shipments to continue execution of the program. And so, these 
companies continued loading until the end of the 8'*’ phase by December 5, 2000. 

Dealing with those companies stopped during the following phases until the surcharge 
was cancelled on September 1, 2002, when it became necessary for Iraq to deal with 
those companies after the delays in shipping and the decline of the amounts of exports 
became an all time low. 

Third- Other Factors/ Personalities 

Companies and other entities (that do not own refineries) agreed to pay the surcharge, 
and dealing with them continued after the 8'*' phase. Although some of these companies 
declined to pay the surcharge during the S'*" phase because they were told of the 
shipments that will be shipped on September on a late phase, and they had already sold 
their share of the oil to other companies before they had been told about the surcharge. 


Fourth- Collecting the surcharge 
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The only way to guarantee payment was personal guarantee (or word), and there was no 
other way to force them to pay because of the sensitivity and secrecy of the operation. 
But, with the continuous efforts they were able to collect $228 million of $263 million 
owed (which is 87%). This was using different methods of payments, including paying 
with cash at the Iraqi embassies because those companies were afraid to pay at banks 
because they did not want to be discovered or legally liable. 

About the amounts that are still owed to us, which total $35 million, some of those 
companies refused to pay as we explained in paragraph 3, and some of them wanted to 
keep the money and expected they would be forgiven for payment. (Keeping in mind 
that the efforts to collect the money continued until the present circumstances). Most of 
the money collected was paid in the following banks and locations: 

A1 Ahli Bank/ Oman 

French bank/ Lebanon 

Sardar bank/ Lebanon 

Iraqi Central Bank/ Baghdad 

A1 Rafidayn Bank/ Baghdad main branch 

Iraqi Embassies (Moscow, Athens, Cairo, Ankara, San'aa, Vietnam, Malaysia, Rome, 
Vienna, Damascus, Geneva) 

Company of Wasil and Babel/ United Arab Emirates 

An amoimt of $840,000 was collected through giving the ownership of a house to the 
Iraqi embassy in Moscow; this house was used as an Iraqi school (the amount Mr. 
Gemowisky owed was paid with his house as a substitution because he claimed he could 
not pay with cash). 
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FROM; THE OFFICE OF MR. ABDULLAH LOOTAH 


TO i COS.MO.SSpA 


ATTN; MR. LUCIO MORICONI, MANA8ING DIRECTOR 


FAX : 


DATE: 24.01 


. 200 *:$^ 


Attached is the statement we have received from Bagdad. 


We hope the contents are clear in all aspects and we request you to kindly 
study the same and give us your comments on what action is required 


Re^ds, 


ABDULLAH LOOTAH 
VICE CHAIRMAN 


Redacted by the Permanent 
_ jubcommiuceon {nvestigations 



WM000024 
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.Rcdac«cdbylhePcnv,an.m 

<;i.hcon«ns»'^c on lnsehU-J.i!i*>n^ 


FkOH ; LOOTW ^ , 

L? ^ ^ 


^ U vj 3 


FAX HD. : 




Jan. 23 2002 i0:0SAM P2 

U 




SETTLEMENT OF THE DUE TO SOMO ON n/OS/Ol 


SlupmcBts against contract 09/y7 


Date 

Vessd 

' on , 

Qty 

F« 

AmcMjnt 

Totals 

Note 


iBI 

WVIA20N FALCON 

KIRKUK 

■atCTVi 


605,71-4 



131.12.00 

SEA'WORUS 

BASRAH 


0.30 




ICTSwMi 

TIHAa ■ 

BASRAH 


■nm 

711,328 



I21.01.01 

ASTRO Sa'A-. 

BASRAH 

^ i.^,6a6 

0.30 

555,106 




a PARADISE ‘ 



imE^ 

631,156 




teiif.w 

GOLDEN FOUNTAIN 


gr.r.vrsi 

■E^ 




27,01.01 

AMAZON FALCC^ 

WRKUK 

2150,170 

Q2S 

537.543 



10.02.01 

AMAZON EAQLE • 

lISSSsQlli 

we!.g!r.j 

0.25 

642,090 



^^1 

ESaBBB 

BASRAH 


■EES 

782.144 



[QSSmSI 

71NA4 



■EE 

■BEEE3S 




GOLDEN FOUNTAIN 



■EE 

600.&16 

6,480,066 



above dns amouiit has paid with ^i^wiog cheques: 


CheqoeN® / i'; 

Date' 

'amount (USS) 

TOTAL (CSS) 

Note ■ 

02400310107 

20.D3.lii 

■; ‘ 600,000 



0340031-0107 

21.03.05 

' 500,000 



- «N:40O3t' 0107 

22.03.01 k 

800,000 



0540031 0107 

■ ,23.03.01 •• 

450,000 



06400310107 

24.03.6l . • 

650,000 



0740031 0107 

25.b3.0i 

A 350,000 



08400310107 

26.03.01 

650,000 



094003ioI07 

27.03.01 

3S4;247 



10 40031.0107 

19.03.01 

400,000 



u 40031 onn“ 

jpt 

-28.03.01: 

382,144 



1240031-0107 

2o.ra.bi 

400,000 



■ 13 400310107 

29.03.01 

313.078 



i-twitoic? 

. 27.03.01 .. 

“■ 300,000 



■ 15 40031 0107- 

. 31.03.01 \ 

300,616 

6,480,085 


IS 4003 10107 

; 02,04.01 

500.000 


■ CONT. 120 . 

,-•17 40031 0107 

03.04,01 

■ ' y' 500,000 

1.000,000 

CONT. 120 

18 40031 0107 

04.04.01 • ... 

546,004 

546,804 

TIUMEN 

TOTALS 


■ 8,026,089 
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ITALTECH S.r.l. 


MAIL P.O. BOX 3 00 - UVORNO 
TELEXJ 
FAX; ^ 

PHONE: 1 
PHONE; -^1 
VAT. 01031950494 
D 


Sede iegaie e stabilimento: Via G.B. Guarini, 24 - 57121 UVORNO - rTW,Y 

To: Miiiisti 7 Of Oil 

His Excellency Dr. Araer Rashid 

From: Augusto Giangrandi 

Italtech S.r.l. 

Bay Oil Supply & Trading Group 


- lU'dacicd Ih !iK' Pcriiiancin 
Stibcoinniiilcc Oil Invc.^iii'.aiioiis 


Date: 21, July 2002 


Dear Dr. Amer, 

Thank you for your time and the phone conversation yesterday evening. 

I would like to propose and address the following points for your 
consideration: 

A. A- Italtech pending account. 

We have paid US 6,373,070 (Dollars) 

Total payment owed US 9.201.022 IDoUarsl 

Remaining balance (without US 2,827,952 - 
Contested payments) 

B. B- Contested payment to Mr. Shakir Khafaji under contract # 120, on 5 MUlion 

Barrels. 

I paid Mr. Khafaji US.40 per Barrel for a total of 2,000,000 - (as per 
enclosed proof), under the signed agreement that he was to pay S.OJVl.O., 
what he had agreed, and relieve Italtech of any further obligation to 
S.O.M.O. 

Otherwise, when we re-opened the Itfting during the difficult period of 
December 2000 and did everything possible to help S.O.M.O. to “open the 
Gate” there was no problem at all to lift our own Italtech Barrels. 

Moreover, we would have paid only 25 or 30 cents, instead of 40 so that Mr. 

Shakir could keep 10 cents. 

WM000029 

The same situation happened with Tinmen co. (Mr. Zhirinovsky). We 
advanced the 33 cents commission to his company but he solved the problem 
with S.O.M.O. 


Capitale SodaleLV. 198.000.000 -Trifaunale Livorno n. 15544 - C.C.LAA 93S58-Pos. Import /Export 1003654 
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ITALTECH S.r.L 


MAIL: P. O.BOX 300 -LIV ORNO 
TELEX: , 

FAX: 

PHONE: 

VAT. 01031950494 

Q 


Sede legale e stabilimento; Via G.B. Guarini. 24 - 57121 UVORNO - ITALY 




Subconiniiuec on invcsi 



Sincerely, I do not feel that Italtech should be responsible to having to pay 
,40+.30 at a time that we were doing our very best to help S.O.M.O. in any way 
possible. 


However, if you still determine that we should pay part of this contested 
amount or the total amount, I would like to propose the payment to be forward 
it to S.O.M.O. from the demurrage claim proceeds explained here under. On 


D.D 


C.C- Shortage on “Essex” claim (Bashneft) US 1,207,678 - 

This claim is about 2 years old, it has been approved by S.O.M.O. and all the 
entities involved in this claim. However, it is our understanding that stilt the ■ 
U.N. awaits a final reviewed invoice andfor Bill of lading from S.O.M.O.(as per 
enclosed letter of 15.04.02 from Bashneft). 


D.D- Demurrage claims- US 9,413,004 - 

As per enclosed summary our sister company Bay Oil supply and trading LTD. 
Has accumulated valid demurrage claims for US 10,356,00.83 - which is an 
amount far superior than any other lifter. The U.N. overseers have advised us 
informally but convincingly that they will honor all the claims presented and 
accepted by S.O.M.O. We are ready to assist S.O.M.O. fully in the presentation 
and paper work of our claims and put full pressure and expediting them 
through New York. 


I propose to share the proceeds of the claims 70% Bay Oil (aprox. 6.6 Millions), 
30% S.O.M.O. (aprox. 2.8 Millions), if acceptable to S.O.M.O. 

E.E- Retroactive pricing economic costs. 


We have analyzed the illegalities of the retroactive pricing imposed on Iraq by 
the U.N. in breach of the oil for food agreement and have concluded that 
according to the oil contract if agreed by an Iraqi court, Bay Oil could be 
entitled to the losses incurred which amount to 
US 7,043,670 liftings of Bashra and 

WM000030 

US 13,188,936 -Total 


We propose to share 50/50 with S.O.M.O. . net after e,xpenses if we win this 
case. We also believe that Iraq will benefit from this case politically going 
against the partial and wrong practices of the U.N. Oil Committee that has left 
Iraq crippling with its oil exports due to unfair and illegal impositions. 


r;,mtals SodaJe l.V. 198.000,000 - Tribunale Livorno a 15544 - C.C.I.A. A. 93558 - Pos. Import /Export I0036S4 
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ITALTECH S.r.l. 


MAiL P.O. BOX 3Q0 - LIVO RNO 
TELEX: 

FAX: 

P HONE: 

VAT, 01031950494 

□ 


Sede legale e slabiiimento: Via G.B. Guarini, 24 • 57121 LIVORNO — ITALY 
F.F -Regarding payment Italtech pending obligations: 


.5 . : 



SiihL-c 

miii’iitct.' on 1 

!UL's!li:,UK)n;> 


Due to our difficult times, I propose the following payment terms: 

US 1,000,000 - one Million prior to the next lifting but not later than August 
15'‘, 2002. 


The balance to be paid at 5 cents per Barrel on every shipment. However, if we 
succeed recovering the demurrage claims, we shall pay the entire outstanding 
balanced immediately. 

G.G- New Nominations. 

We are prepared to start nominations immediately and in substantia! usual 
quantities if the price (OSP) is even a wash off and not a Net big loss. We are 
also prepare to discuss a marketing strategy to recuperate the market share in 
the North American Market, and assist you defend the OSP pricing mechanism 
of interest to S.O.M.O,. 


I use this opportunity to thank you and reiterate my loyal friendship to you and 
your organization. 


Most thankful for your attention, 



Augusto Giangrandi 
Chairman 


WM000031 


Canirale Sociale I.V. 198.000.000 -Tribunale Livorno n. 15544 — C.C.iA.A 93558 -Pos. Impon /Export 1003654 
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0-00006+ 


000 

0- 00006+ 

761 >511-8700 + 
Ij 024 >721 -8500 + 


TO: 

Augusta Oiangrandi 

Hotel Du Rhone - Room # 202 

342> 162-2400 + 

003 


FAX: 

4122-909-0010 

2>128)195-9600G+ 


FROM: 

Jean Johnston 

009 


DATE: 

April 5, 2001 

3>608>016-8600'6+ 

RE: 

Summary Cargoes - Phase 9 Contracts 

Q; 



Dear Augusta: 

Following is breakdown of payments made: 

1. Euro 761^11.87 - from BBL 


76.1> 311 -8700 + 
, 1 >024>721 -8500 + 
3«2> 162-2400 + 
3>608>016-8600 + 
004 

5>756>212-8200G+ 


Sea World b/1 12/31/00: 189,801.53 
Astro Betab/1 1/21/01: 571,510.34 

2. Euro 1,024,721.85 - ftomBCV 



Amazon Falcon b/1 1/27/01: 660,317.21 

Golden Fountain b/1 2/27/01: 177,982.78 

Berge Boss b/1 3/1 1/01: 186,421.86 


3. Euro 342,162.24 - from CAI 


Golden Founts b/1 1/24/01: 173,068.65 
Mariner b/1 3/15/01: 169,093.59 


4. Euro 3,608,016.86 - from BNP Paribas 


Amazon Falcon b/1 12/29/00: 
Amazon Eagle b/1 2/1 0/01 : 

Tina b/1 1/20/01: 

Hellespont Paradise b/1 1/23/01: 
Olympia Spirit b/1 02/18/01: 
Tina b/1 2/19/01: 

Olympic Breeze b/l 3/12/01: 
Hellespont Paradise b/1 3/22/01 : 
Settebello b/1 3/23/01: 


593,303.09 

639,950.30 

764,389.32 

634,101.60 

222,650.44 

202,989.57 

177,310.68 

183,480.86 

189,841.00 


TOTfii.-. 3. .av'). • 85, 
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SOMO CONTRACT REF; M/09/07 

SUMMARY OF CARGOES UNDER PURCHASE / SALE AGREEMENT 
BETWEEN ITALECH S.RL, LIVORNO AND BAYOIL SUPPLY & TRADING 
LIMITED - NASSAU, BAHAMAS DATED: DECEMBER 27, 2000 COVERING 
BALANCE OF PAYMENT DUE OUTSIDE LETER OF CREDIT 



VESSEL . 

B/LAMOUNT/DATE 

GRADE 

EURO 

AlClOUNT 

<'^&L 

Sea World 

629,942 

12/31/00 

Basrah 

0.9290 

54,238.01 / 

uea. 

Amazon Falcon 

2,022,854 

12/29/00 

Kiricuk 

0.9545 

169,515.17-/' 

yyyi><-v 

Amazon Falcon 

2,150,170 

01/27/01 

Kirkuk 

0.9113 

0188,569.91 - 

UdA 

Amazon Eagle 

2,140,302 

02/10/01 

Kirkuk 

0.9363 

182,781.79/^ 

Vies 

Tina 

2,371,092 

01/20/01 

Basrah 

0.9227 

250,573.68 

•'/g.&u 

Astro Beta 

1,883,686 

01/21/01 

Basrah 

0.9227 

163,315.58-^ 

UcS. 

Hellespont Paradise 

2,103,854 

01/23/01 

Basrah 

0.9288 

181,141.83 / 


Goldoi Fountain 

2,007,757 

01/24/01 

Basrah 

0.9275 

173,068.65 ,/ 


Olympia Spirit 

2,607,148 

02/18/01 

Basrah 

0.9357 

222,650.44 / 

U6& 

Tina 

2,376,927 

02/19/01 

Basrah 

0.9357 

202,989.57 / 

€.cv 

Golden Fountain 

2,002,056 

02/27/01 

Basrah 

0.8996 

Q177,982.78 

s/'€>tv 

Berge Boss 

2,059,910 

03/11/01 

Basrah 

0.8832 

©186,421.86 

U£6 

Olympic Breeze 

1,959,234 

03/12/01 

Kirkuk 

0.8832 

177,310.68 / 

ycAX. Mariner 

1,910,662 

03/15/01 

Basrah 

0.9032 

169,093.59 

Uc& 

Hellespont Paradise 

2,073,230 

03/22/01 

Basrah 

0.9032 

183,480.86 -/ 

ucs. 

Settebello 4 

2,100,011 

03/23/01 

Kirkuk 

0.8840 

189,841.00 


2,872,975.40 



TOTAL DUE ITALTECH: 
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SOMO CONTRACT REF: My09/07 

SUMMARY OF CARGOES UNDER PROFIT SHARE AGREEMENT BETWEEN 
ITALECH S.RL, LIVORNO AND B AYOIL SUPPLY & TRADING LIMITED - 
NASSAU, BAHAMAS DATED: XXXXXXX COVERINfiB^ANCE OF 
PAYMENT DUE OUTSIDE LETER OF CREDIT (Ufmo):ONVERTED TO 
EURO) 




VESSEL B/l, AMOUNT/DATE 

/-SOl'T- -SeaWorld-'3 629,942 12/31/00 
,,50 Amazon Falcon-'^ 2,022,854 U**12/29/00 

SO 1^1^- Amazon Falcon 'S' 2,150,17064'' 01/27/01 
y. S® 13 1/ Amazon Eagle- T 2,140,302066 02/10/01 
V -391^44 Tina - 3 2.37'l, 09206601/20/01 

_^_ 55 ,a.c/ AstroBeta'3 1.883,686l!*Loi/21/01 
X/- HellespontParadise(-*i,103,854U6601/23/01 


GRADE 

Basrah 

Kirkuk 

Kirkuk 

Kirkuk 

Basrah 

Basrah 


EURO 

0.9290 

0.9545 

0.9113 

0.9363 

0.9227 

0.9227 

0.9288 




2,0(WJ57Crf' 01/24/01 ^ Basrah 
y - fO ' h'otympa Spiril <ri>-)y^607,148f^ 02/18/01 /!»>' 


0.9275 , 
0.9357 


T 

2,376,927U6a02/19/0lf Basrah V 0.9357 
, 5oi33‘'GoWenFountainf2') 2.002,056S4''02/27/Ol'i^''^^a^ „ 0.8996 

' \ 1 t/IO . 

,5Dl3^/BMgeBoss 2,059,91064'' 03/11/011"' ^ Basrah 0.8832 


uses 

sued 

AMOUNT 

135,563.5'f W,524 
423,787.92 £&6,400 
471,747.30 

457,168.51 5'^,^ ^ 
513,815.64 

408.194.76 

452.959.77 5??, 6) H'i3 

,f^nA\ 5C:’A/./73- 
Wi47.53 73<J09?-„ 


V 

V-JOli 

t46- Mariner'^, 


Y'5D'' 


^^^Olyinpic Breeze 9^- f|^9^^4 Ot6:03/12/or^*^Mn^^1^^ 


0,6624'" 03/15/01 


A 

i^rah 0.9032 


IL^ 

8832 


SuN Settebello4| 

TOTAL DUE ITALTECH: 


l@a(5lse^2,073,23OUfc603/22/OI ''6'* 
2,100,OIUtL6o3/23/01 


Kirkuk 0.8840 


507,949.30 

445,057.05 

466363.62 5'Sk'^'^ 
443,570.58 
423,020.57 534; 
454yHTT2 gtO, fa®'’ 
475,022.49 


,jol ' 


7.073,254.09^ I/ 
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11/01 02 14;00 FAi 

OTHER TERMS: 

SANCTIONS 
, OBSERVANCE: 


242 3 '733 OIL NASSAU ^ BAYOIL BOU B 007 


DEMURRAGE CLAIMS, SHALL NOT APPLY TO THE 
PRESENTATION OF CLAIMS BETWEEN SELLERS AND BUYERS. 

INCOTERMS LATEST EDITION PL0S AMENDMENTS TO APPLY 
WHERE NOT IN CONFLICT WITH THE ABOVE. 


THIS CONTRACT SHALL TERMINATE FORTHWITH IN THE 
EVENT THAT THE SECURITY COUNCIL TERMINATES THE 
AUTHORIZATION TO IMPORT PETROLEUM OR PETROLEUM 
PRODUCTS ORIGINATING IN IRAQ. LOADING OF ANY 
SHIPMENT OF CRUDE OIL SHALL BE SUBJECT TO THE 
AUTHORIZATION OF THE INSPECTORS AT THE PORT OF 
LOADING, THE INSPECTORS SHALL ALSO HAVE THE 
AUTHORITY TO STOP THE LOADING IF THEY DETERMINE 
THAT THERE IS ANY EVIDENCE OF IRREGULARITY. 

SELLER WARRANTS THAT THE CRUDE OIL SOLD TO BUYER 
PURSUANT TO THIS CONTRACT WAS OBTAINED PURSURANT TO 
ALL NECESSARY APPROVALS AND IN ACCOURDANCE WITH ALL 
APPLICABLE PROCEDURES OF THE UNITED NATIONS (U.N.) 
RESOULUTION 936 AND THE O.N. SECURITY COUNCIL 
COMMITTEE ESTABLISHED BY SCR 661 (1990). SELLER 
ALSO WARRANTS THAT THE PROVISIONS OF ALL APPLICABLE 
U.S. RESOLUTIONS HAVE BEEN COMPLIED WITH, 
INCLUDING, WITHOUT LIMITATION, SCR 986 (1995), SCR 
1111 (1997), SCR 1143 (1997), AND SCR 661 (1990). 

SELLER SPECIFICALLY WARRANTS THAT NO SURCHARGE OR 
OTHER PAYMENT WAS MADE BY THE SELLER, OR TO 
SELLER'S KNOWLEDGE BY ANY THIRD PARTY, OUTSIDE THE 
U.N, ESCROW ACCOUNT IN OBTAINING OR IN CONNECTION 
WITH THE CRUDE OIL SOLD TO BUYER HEREUNDER. 

SELLER AGREES TO INDEMNIFY AND HOLD BUYER HARMLESS 
FROM AND AGAINST ANY LOSS, WHETHER OR NOT RESULTING 
FROM THIRD PARTY CLAIMS, ARISING OUT OF OR IN 
CONNECTION WITH (A) A BREACH OF ANY OF THE 
WARRANTIES CONTAINED HEREIN. LOSS MEANS ANY LOSS, 
LIABILITY, CLAIM, ACTION, SUIT, PROCEEDING, 
ASSESSMENT, LIEN, JUDGEMENT, AWARD, DAMAGE, 
DEFICIENCY OR EXPENSE (INCLUDING INTEREST PENALTIES 
WHERE ALLOWED AND REASONABLE ATTORNEYS - FEES AND 
DISBURSEMENTS), IT BEING UNDERSTOOD THAT THE RIGHT 
TO INDEMNIFICATION SHALL NOT BECOME ENFORCEABLE 
PRIOR TO SELLER HAVING BEEN FINALLY PROVEN LIABLE 
FOR BREACH OF ANY OF THE PRESENT . WARRANTIES BY A 
COMPETENT COURT. THIS INDEMNITY WILL SURVIVE THE 


7 


BAY12-0HI08 
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OF AC CHRONOLOGY* 


6/7/01 U.N. letter to Bayoil asks for information about specific shipments, 

6/25/01 Bayoil refuses to provide shipping information, because it is “completely outside 

[the U.N. Oil Overseer’s] authority and mandate under the [OFF] program.” 

7/14/01 Bayoil supplies incomplete information. 

U.N. Office of Iraq Programme asks U.S. Mission to the U.N. for assistance, 

8/17/01 U.S. State Department writes to U.S. Treasury' Department’s Office of Foreign 
Assets Control (OF AC) asking it to “contact Bayoil and urge the company 
respond quickly and completely to the Office of the Iraq Program’s request for 
information.” 

1 1/28/01 U.N, again asks Bayoil for information. 

1/10/02 U.N. again asks Bayoil for information. 

1/24/02 Bayoil writes to U.N. but still does not provide the requested information, 
claiming prejudice against the company. 

1/02 U.N. again asks the State Department for assistance and the State Department 

again contacts OFAC. 

4/23/02 Eight months after the initial request for assistance, OFAC writes to Bayoil and 
requests a report on its transactions in Iraq; letter does not request specific 
information sought by U.N. or direct Bayoil to answer the U.N.’s questions. 
OFAC told the Subcommittee that its investigator recalled that the request had to 
do with “surcharges,” 

5/22/02 Bayoil writes to OFAC saying that because Iraq will not issue contracts directly to 
U.S. companies, it is not doing work under its OFAC license. 

OFAC telephones Bayoil and asks to send Bayoil’s letter to the State Department. 

7/2/02 Bayoil writes back that OFAC can share its letter with the State Department and 

U.S. Mission to the U.N. but w'ith no one else, which means it cannot be shared 
with the U.N. 

OFAC never forwards Bayoil’s letter to anyone. 

The U.N. never obtained the information it sought about Bayoil. 

*See Report, pp. 58-63 

Prepared by U.S. Permanent Subcommittee on Investigations, Minority Staff 
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U.S. KNOWLEDGE OF 
KHOR AL-AMAYA OIL SHIPMENTS 


U.S. Department of Defense Knowledge: 

Email dated 2/9/03, from Millenium, the Jordanian company which chartered the ships on behalf 
of the Government of Jordan, to the captain of the Argosea, the first ship to load oil from Iraq: 
“THE US NAVY WILL CALL YOU OFFSHORE BAHRAIN FOR VESSEL’S INSPECTION. 
THEY ARE ALREADY AWARE ABOUT YOUR PASSAGE AND fTENERARY [sic]. 
AUTHORIZATION IS GRANTED FOR YOUR SHIP TO PROCEED TO BAQR AND BACK 
TO FUJAIRAH WITH FULL CARGO LOAD. PLS COOPERATE AS USUAL AND 
PROVIDE U.S. NAVY WITH ANY INFORMATION THEY REQUIRE.” 

Email dated 2/25/03 from Millenium to Odin Marine, Inc., the chartering agent, directs each ship 
captain, before docking or loading any oil, to contact the U.S. naval officer at the Maritime 
Interdiction Force, Commander Harry French, and give him this message: “We are loading crude 
oil from the terminal at Khawr Amaya for Millenium, do you have any objection?” The email 
states: “At anchorage. Master will contact Commander Harry French and get the NO 
OBJECTION message from him.” After obtaining a “no objection” message, the ships were 
directed to dock at the port, fill up with oil, and leave with their cargo. 

3/2/03 Note to File by Odin vice president David Young recounts his conversation with 
Commander French about a ship going to Khor al-Amaya: “Commander French advised that he 
had no objections. He said that he was sorry he could not say anything more. I told him I 
completely understood and did not expect him to say anything more. ... I also asked Commander 
French as a method of procedure if 1 could continue to call him to request permission for vessels 
to proceed to and depart from Iraq and he said that would be okay.” 

--See Report, pp. 76-83 


U.S. Department of State Knowledge: 

On 3/4/03, Odin Marine called U.S. authorities to ensure it was not party to any transaction in 
violation of U.N. sanctions or U.S. law, or which was not in accordance with U.S. foreign policy. 
The company even offered to turn over the oil in the ships’ possession to the MIF, if asked. A 
State Department official, Amy Schedlebauer, responded that the United States “was aware of 
the shipments and has determined not to take action.” The U.S. company was reassured. 

-See Report, p. 80 

Prepared by U.S. Senate Permanent Subcommittee on Investigations, Minority Staff 
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.TO: United Nations Mission 

Russian Feieration 

DATE: June 25, 2001 


REF: U.N. Overseers Letter Reference S/AC.25/20Q1/1330 Dated June 7, 2001 

We feel «)mpdled to write to your ofBce to explain our concerns regarding the enclosed 
coneqiondence recraved from the ofdce of tire Oil Overseers on Itme 7, 2001 . 

Alter review of the enclosed letter, and making furfrier aiquiries wife other Russian 
allocation holders as well as our receivers of fee shipments referred to, we feel compelled 
to outline our sraious concerns about the o£5ce of the U.N. Oil Overseas. 

Firstly, it should be noted that the Russian UiN. Oil Oversea has not signed the enclosed 
letta, which implies an absence of unanimous srqrport for this request. 

Secondly, according to our understanding of fee role of the UN. Oil Overseers unda the 
applicable resolutions, that there exists no mandate or authority for such type of 
information. 

Thirdly, we have determined that no ofea Russian oil lifter has received such request for 
infoimatioa which, therefore, gives us great concerns about fee fidr and equitable 
dealings between various contract holders. 

Fourthly, the request for information indirectly targets the purported routing of shipments 
via the Suez, instead of fee Cape for the iqiplicable shipments which we understand 
certain Overseers to now retroactively deem outside contractual or UN. guidelines, 
despite it being a long-standing indu^ shipping route. 

In conclusion, we are greatly concerned over the apparent prejudice toward 
Rosnefteimpex and our receivers in connection wife tiiis inquiry, spedfically by the 
recently appointed Mr. Michel Tellings. This prejudice possibly stems from our past 
objections to U.N. proposed price mechanisms, which in late 2000 resulted in 
correspondence to your ofSce on this matter. 

Due to fee serious concerns outlined above, we are reluctant to provide any information 
outside fee guideline and limitations applicable under this request to fee ofiEce of the 
Overseers. Further, we hope such concerns raised, whereby, fee Ovetsera Mr. Telling 
can take such initiatives leading to a possible restraint of trade will be considered in his 
re-appointment to feat ofiScc. 


BAYOILUSA015391 
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B 

BAYOIL 


TO; 

Mr. Peter Kolby, Chairman 

-■* 

U.N. 661 Cotmnittee 

FAX: 


FROM: 

David B. Chalmers, Jr. 

DATE: 

June 25, 2001 

Dear Sirs: 



. = Redacted by the Permanent 
Subcommitte e on Investigations 


{ am enclosing a copy of a letter sent to an affiliated company, addressed to myself, fiom 
die office of The Oil Overseers, together with copies of ietteis sent to several oil contract 
holders. While the various companies may respond to die letters directly or through dieir 
respective U.N. Mission. I feel compelled to advise your office of our concerns regarding 
the motivations behind the sending of these Ietteis. 

Specifically, our concerns center on the compelling evidence of a long standing prejudice 
toward myself and the company 1 am affiliate with, extended to the companies we have 
contracted for supply, by the individual U.N. Overseers, Mr. Michel Tellings. In this 
connection, I would like to summarize some key points supponirig our concerns as 
follows: 

Firstly, Bayoit has fixim the begituiing of the Oil-for-Food" program provided the office 
of The Oil Overseers regular well documented market informatioD in the spirit of 
assisting The Overseers to achieve their sole mandate of establishing monthly price 
mechanisms which am reflective of fldr market conditions. As such, since the start of the 
program until late last year, there were seldom diSerences between Bayoil's market 
assessments applicable for each monthly price mechanism and the final agreed formula 
between SOMO and the U.N. Overseers. 

Beginning late last year, tiiere has been consistent differences between fair maricet 
formulas proposed by liflers, and the formula which the office of the Overseers would 
accept from SOMO. Since most lifters, such as Bayoil, make such arrangements well in 
advance of each month, SOMO has endeavored to propose or submit prices consistent 
with lifters current assessments, often leading to a stalemate or outri^t rejection by the 
Overseers. This development is widely known to be due to the hard line ^jproach of Mr. 
Tellings, including a departure of methodologies used to establish monthly formulas prior 
to his appointment, which has led to widely reported friction between Mr. Tellings and 
SOMO, as well as most established lifters such as Bayoii who regularly contested the 
price formula. 
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The prqudice specifically directed toward Bayoil and myself pwsonaliy, can be traced to 
our correspondence to tte Committee during previous months outlining the 
inconsistency in.calculadng fair formula prices, and is further evidenced by Mr. Tellings 
refusal to have a telephone conversation or meeting on the subject wfaidh is, of course, 
omside the guidelines and completely unprofessional. 

The recent letter request for information enclosed is further evidenee of a of 

prejudice, whereby the documentation request is completely outside Rfc. Te^iig’s 
authority and mandate under the program. Furdmimore,tbe&cttlimdieQrpeof 
documentation request has not bMn part of historical practice and imt requested of any 
other lifter than ourselves. 

It should be further noted that the requested documentation is specifically targeting the 
lightering of vessels through die Egyptian SUMED Pipeline and Canal, which is a 
historical shipping route, recently inteqireted by Mr. TeUings as outside the contract 
tentis. 

This interpretation has led to the current situation, whereby, new documentation 
requirements for vessel owners under desfination disallows such Suez routings to finai 
disport, leading to a stoppage of all transit through the Suez Canal. It is not reasonable 
that such an occurrence was contemplated by the Committee, whereby an individual 
oveizcalous Overseer has established the power to stop shipping through an established 
trade route due to a technical contract inteipretation and bas^ on prejudice toward a 
specific shipper. 

Due to the above circumstances we respectfully decline Mr. Tellings’ request for 
information outside the authoriQr of his office, vdiile mamtaining our accountability to all 
our suppliers, inclutfing SOMO, with respect to meeting contractual terms and corditions. 

It is with great regret that I feel compelled to address the above referenced concerns to 
your office, as I have jaieviously bad great reflect for the office of the Oil Overseers, 
who’s job is of great importance to foe success of foe program. 

Sincerely, 


David B, Chalmers, Jr. 


Ends. 


BAY04-01302 
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TO: UN OVERSEERS 

ATTN: Michel Tellings — 

FAX: llBBBBBW I — — = Redacted by the Permanent 

L™««_«»^^i|^£2ii]£iiR££onJnvesti^ations 

FROM: David B. Qiahners, Jr. 

DATE: July 14, 2001 

REF; Your toer dated June 7, 2001 


Dear Sin 

I am quite perplexed about the above referaiced request for infonnation, as according to 
my understanding, it is not widiin tbs fiamewoik of the important responsibility your 
office is entrusted with, i.e. verifying that monthly price fomnilas submitted for tJN. 
approval are reasonable in li^t of prevailing market conditions. 

Additionally, I am concerned fliat request for information of fois type is not being made 
to all Contract Holders and instead, is primarily targeting siqipliers of Bayoil only. 

Despite these concerns I have reviewed the letters sent to the various companies, which 
qjpears to center around obtairung information which can somehow confim that the 
various vessels listed have sailed via the Sumed/Suez Canal instead of via The Cape. 

In fois connection, I would like to note that newly adopted UN. required destination 
declarations by vessel Masters at loadport are interpreted by vessel owners as restricting 
tranrit via the Suez to foe final destinatian, despite historic^ practice by the industry 
since foe program started. We understand your offices’ unwillingness to allow such 
flexibility by Masters results fitom an apparently new interpretation of contractual terms 
prohibiting tr ansship ment As you are aware, many industry participants in foe program, 
including Bayoil, have not considered Suez transit as transshipment Accordingly, we 
cemsider the recent interpretafion as disputable. It seems to me foe rmrrent infiexiUlity to 
allow vessels either routing could be constituted as a restraint of trade which has led 
indirectly to a defacto blockade of Iraqi oil flow through foe Suez. It is difficult to 
believe that foe U.N. Members, and foe 661 Committee in particular, intended the new 
requirement for vessels to lead to such a consequence. 


BAYOILUSA015393 
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Zagel 


Ncveitheless, and exdusively as a matter of courtesy, we are enclosing the information 
below in the spirit of cooperation with you, while we reserve our position on whether 
such a request is warranted. 


VESSEL 

OCANTITY 

Bfl.DATE 

LOADPORT 

DESTINATATION 

ROUTING 

TINA 

2371.092 

1/20/01 

ALBAKR. 

NORTH AMERICA 

SUMED 

HELESPONT 

PARADISE 

2,103,854 

1/23/01 

ALBAKR 


SUMED 

HELESPONT 

CAPITOL 


1/27/01 - 
1/27/01 

ALBAKR 

ALBAKR 

NORTH AMERICA 
NORTH AMERICA 

^S|| 

MAJESTIC 

UNITY 

2,027,902 

2/14/01 

ALBAKR 

EUROPE 

SUMED 

OLYMPIA 

SPIRIT 

2,607,148 

2/18/01 

ALBAKR 

NORTH AMERICA 

SUMED 

TINA 

2,376.927 

2/19/01 

ALBAKR 

NORTH AMERICA 

SUMED 

HELESPONT 

PARADISE 

2,103,164 

2/25/01 

ALBAKR 

NORTH AMERICA 

SUMED 

HELESPONT 

PARADISE 

2.073,230 

3/22/01 

ALBAKR 

NORTH AMERICA 

THE CAPE 


The primary roudng through Sumed, per the above table, diould explain the frequency of 
some vessels calling back to the Port of loading. 


Accordingly, the above referenced barrels have been shipped and performed in 
accordance with the U.N. approved contract condidons, induding transshipment and 
destination according to standard industry practice. 


Sincerely, 


David B. Chalmers, Jr. 

For and on behalf of 

Bayoil Sui^ly & Trading Limi ted 


BAYOILUSA015394 
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A’Jii /ji A V > 

August 17, 2001 


UNCLASSIFIED 

MEMORANDUM 


TO: R. Richard Newcomb 

Director 

Office of Foreign Assets Control 
Department of the Treasury 


PROM: Bruce Williamson 

Acting Director 

Office of Economic Sanctions Policy 
SUBJECT: Bay Oil Licenses 

REFS: OFAC Licenses No. IQ-1457, IQ-1242, IQ-976, 

IQ-910, IQ-843 


We have learned that the United Nations Office of the 
Iraq Program has contacted the company Bay Oil seeking 
specific information about recent shipments of crude oil 
under the "Oil-for-Food" program for Iraq, and that so far 
Bay Oil has not responded. 

OFAC has granted Bay Oil at least five licenses for the 
purchase of Iraqi crude. The licenses stipulate that Bay 
Oil must conform to relevant UN Security Council resolutions 
as well as procedures and guidelines established to 
implement those resolutions. Accordingly, the State 
Department requests that OFAC contact Bay Oil and urge that 
the company respond quickly and completely to the Office of 
the Iraq Program's request for information. 


O 
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UNITED NATIONS 



NATIONS UNIES 


SECTJIUTY COTJNCIL COMMITTEE ESTABUSHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETSVEEN IR.AQ AND KUWAIT 


S/AC.25/2002/OIL(1382 10 January 2002 

“T"""’ 


TO: BAYOE,(USA)INC. 

909 TEXAS AVE., SUITE 202 
HOUSTON, TX 77002 

■ ^ 

FROM; THE OIL OVERSEERS UNDER I 
/ SECUETTY COUNCIL j 

RES^^ON986(i9^^^ | 

FAXNO.^riiBHIi 

FAX 

I ATTENTION; Mr. David B. CHALMERS 

REF.; OIL-FOR-FOOD ARRANGEMENT 

I TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 2 


Dear Sir, 

Reference : SMpmeat through SUMED pipeline an d destination compliance. 

We should like to refer to the various communicaiions, -which -we have had with 
you oonceming the shipment of Iraqi oil on the MT "Tina” (bill of lading data 20 January 
2001) and on the MT “Hellespont Paradise”(bill of lading date 25 February 2001), 

Our understanding on tins issue is as follows. Both cargoes of oil were bought by 
Bayoil Supply and Trading on a fine on board (Mina A1 Baler) basis and that this company 
was involved in the shipment of this oil to its ultimate destinations. The clause in the 
SOMO oil purchase corrtract (letter of credit), which prohibits transs hipm ent, was not 
adhered to and this oil was pumped via the SUMED pipeline into othea: vessels. 

Althou^ we have no reason to believe that any -violation of destination restrictions 
has taken place, you -will appreciate that monitoring of this is difFioult in cases lilte this 
where the oil has been transshipped. 

Albeit that some information has been pro-vided, this remains incomplete. In order 
to eliminate any doubt and to satisfy that no money has been -withheld &om the UN-baq 
account, we urge you again to supply us with all the relevant information on this matter. 
Specifically, for the abovementioned vessels -we require discharge dates and discharge 
volumes. 


■ iNsa AW ■ 
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For all additional vessels used in shipping this oil to its final destinations we 
require names of vessels, ports (or lightering locations) of discharge, dates of loading and 
discharge and volumes loaded and discharged. 

As we have been in communicatioii with you on this matter since the begitming of 
June 2001, we would appreciate receipt of this information at yotir earliest convenience, 
hut not later than 25 January 2002. 

In event lhat we do not receive information which enables fliis matter to be 
concluded, wc will feel duty bound to inform the Executive Director of the Iraq 
Programme for the purpose of briefing the 661 Sanctions Committee. 

Best regards. 


cc; Mr. Benon Sevan, Executive Director - Office of the Iraq Programme 
Italtech 

Rosnefteimpex 


I T-0 2313 
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Subcommittee on investigations 




UNrrEO NATIONS 



NATIONS UNieS 


SECCKCry COTJNCIL committee ESTABLXSHED by BESOl^imON 661 a WO) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/Aa25/200I/OII/1360 2S November 20Q1 


1 TO: BAY02L SUPPLY & IRADiNG LTD. 

I - NASSAU. BAHAMAS 

T3ROM: THE OE, OVERSEERS tIMJER. 
/•'SECURITY COUNCIL 


1/ - 
VAX 

1 ATTENTION: Mr. David Chalmers 

BEP.: OIL-FOR-FOOD ARRANGEMENT 

1 TOTAL NUMBER OF TEIANSMITIHJ PAGES rNCLUDING THIS PAGE: 1 


SUBJECT: Iraqi cnid« oil on MT HcKospont Paradise date 25 Febnuury 2001) 

aad MX Tina (B/L date 20 JaDnarT* 2002) 


Sir, 


Farther to varioos corre^ondeDce and tid« 3 ;ihooe convasadcoa since the bo^nnisg of Jane 2(K}1 
we still reqoire some i m p o rtant pieces aTinfosnatlon with respect to the oil ^pped on the 
abovtanentioned two vaaselg. 


For your convaueocs we instate the in&rrmatioa ws require. 

1) The Glide oil on die MTHcBaspoatParadiss (B/L date 25 Febxuaiy 2001); 

Apart from some 40,000 tonnes dxifi oil this was 2 ^>parcatly sfac^^ed via Burned and the MT Asho 
Gamma to the tJBA/Canbs. We are sdli loaidog for the xedevent logistical io&nDBticni (DetQe(a) of 
die vesselCs). loading dste(s) end diecherge poTt(s) with respect to the ah^pment of die rtcnaizting 
volume (appito:. 40,000 tonnes) fiom Sidi Kerir m the USA/Canbs. 


2) T1iccradeoiIontheMTTuia(B/L<iate20Jsnuaiy200I). 

We still T»]airethe relevant logutic«d vn&imadon (naine(B) of the ve8sel(3), loading datc(s) end 
dischaige part(s) widi xespect to the aJ dpmai t of the total vctiuizie (tq^rox. 320,000 tonnes) fam 
Sidi Eecir to the US A/Caiittt. 



As mtarly six m o n ths have now passed since we first requested this hifonnalxazi, wo would lilce 
to advi^ that, in absonce of a prompt response, wo have to inf orm the Thiited Naticaas Rapr-Hny^p 
Cortroitteebflhisailaation. j i r i ' " 


Best Regards 


Gc: Raltech 

RnsnoReampex 


28 /n *01 22 


fH' 

ac. 

•.34 SS. 1398X9184 ?.00: 


L 


s 
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TO: 

UN OIL OVERSEERS 

1 '' Redacted by the Permanent 

ATTN: 

Alexander Kramar 

1 Subcommittee on Investigations 

FAX: 

Michd Tellings 
htetg%m|fonsen 


FROM: 

Bayoil Supply & Trading Limited 


DATE: 

January 24, ?002 


REF: 

Your Reft S/AC.25/2002/1382 dated 10 January 2002 

M/T Helleapont Paradise - B/L 2/25/Oland M/T ISoa - B/L 1/20/01 


Dear Sirs: 


For your information with regard to the tcfaenced shqanents, Bayoil has according to 
standard industry practice, made every effort to comply on all shipments within the terms 
and conditions of tire contracts applicahle for each lift^ To this exteot, we have further 
provided our st^Uer, when requested, any information relevant to the application of tire 
appropriate contractual terms. 

Therefore, we are surprised hy the continued request directly to Bayoil relating to spedflc 
detailed information for the sUpmeots reference to foove as Bayoil bad previously 
provided your ofGce, on a courtesy basis, daiification about shipping routes for a number 
of vessels, including tiie vessds rtientioned, i^dh should have satisfied your overall 
concerns. As sudi we understand your ofiSce has already obtained diiecdy and indirectly 
the information requested concerning the vessels used in tiiippmg the oil to final 
destination wWdi ^ould have satisfied your overall concerns. Secondly, we are 
surprised by such a request directly to Bayoil as recently your office had made it clear to 
our personnd that tiiere is no reason for communications between your office anrl 
Bayoil’s profosaiQnal personnel, despite the &cf B^oil is an ^jproved lifter and therefore 
formally authorized to have discussions on price with your office. 

This was evident during a recent telephone call hy Bayoil London iqiresentative, Dr. 

John Irving to Mr. M. Tellings to discuss maiket prices, in which Dr. Irving was told in 
rehouse to an enquiry about how formulas were calculated, “who are you”, “you are not 
a refinor, you are not an allocation holder”. “I am bored with this conversation”. 


BAYOILUSA015308 
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Page 2 

Based on fliis disturbing conversation, we are greatly concerned that your ofiSce, whose 
mandate is primarily in connection with reviewing unices submitted for establishing 
Idmess, is instead, on some kind of mission to find &ult with our Company, by 
attempting to directly audit the activities of our company in a manner not universally 
qiplied to all industry pattidpants in the program and outside your office’s standard 
scope of re^onsibility. 

A further example of your apparent prqudice toward Bayoil is evident in your recent 
letters statement regaiding die purported non-adherence to die contract provision under 
transshipments, whereby your ofSce now idroactively interprets that Bayoil’s riupmdits 
routing via SUMED/Sura Canal, constitute a breach of contract while die shipping route 
has been both historically and widely used by the industry induding during diis period, 
whidi was well known by your office. It should be further noted that Bayoil, along with 
most industry partidpants, consider your offices recendy adopted vessd loading 
documentation requirements for the purpose of prohibiting such vessel routing via Su» 
constitutes a clear restraint of trade and further prohibits the successfiil operation of the 
Oil-for-Food Program. 

In cormdttion wifli your office’s current over-zealous efforts to audit our company’s 
indirect participation in die Oil Sale Program, for reasons we condude to be Ughly 
prejudidal, we fed compelled to address herein the most serious example of such 
practice as follows: 

BayoU has previously on several occasions corresponded with your offices and provided 
srpporting documentation concerning a most serious injustice affecting our company in 
connection with a shipment Bayoil lifted on June 8, 2000, wherdry die quantities loaded 
were substantially bdow the documented B/L quantities under wMch Bayoil’s Letter of 
Credit was automatically drawn. As this mistake in loading was due piiinarily to the 
n^igence of the U J4. ^pointed inspector, which was known almost immediately after 
loading, it is incredulous that Bayoil was required to pay for quantities of oil not loaded, 
and that your office has taken no initiative to correct this injustice and has rdayed that no 
remedy fiir Bayoil’s recovery of funds paid to the U.N. account without a direct initiative 
by of S.OALO. as weU as ftjl UJl. membership approvals which thus far has not 
happened. 

With re^ud again to your fax of giving Bayoil an ultimatum in connection with foe 
documentation requited, we do not fed currently obligated to provide such information 
under such circumstances, particularly as foe information requested is likely to be usoi 
out of context and without consideration of foe normal practice at SUMED, wherdjy 
shipping folerances and logistics allow for differences in shipping erpadties to be 
accrued and ra>mp«isated over time, unless in the current environment \rfiereby your 
office has initiated methods to stop ail transit via Egypt to major consuming countries. 

As, and if chcuiMtances and attitudes diange to a more commercial tone, we shall further 
consider your request 


BAYOILUSA015309 
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Pages 


Meanwhile, we look forsvaid to your suggestions for resolution of the matter also 
addressed berdn, 'wdierefoy funds have been paid into the U.N. Oil-foi>Food Account 
under the L/C fijr vessel M/T “Essex”, an amount of $50,720,155.83 resulting a 
Tninimum of $1,202,678.93 more than should have been paid due to the disarqiancy of 
B/L volume which was recalculated at loadport to be 1,989,133 barrels or 48,3 12 barrels 
greater than paid undo' the L/C whidi as drawn basis 2,037,445 barrels. Further ttie 
recalculated loadport volume of 1,989,133 barrels is still substantiaEy above the final 
disport figures according to the same U.K. Inspection company of Saybolt 

Look forward to your earliest teigwnse. 

Sincerely, 


David B. Chalmears Jr. 

For and on behalf of 

Bayoil Supply & Trading Limited 


BAYOILUSA015310 
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Bayoil (USA), Inc. 
c/o Dickstein, Shapiro, Morin 
& Oshinski, LLP 
2101 L Street, N.W. 

Washington, DC 20037-1526 
attn: George T. Boggs, Esq, 

Dear Mr, Boggs: 

The Office of Foreign Assets Control (''OFAC") has issued certain 
licenses authorizing Bayoil (USA), Inc. and associated 
individuals (" Bayoil USA" ) to engage in those transactions , 
necessary to assist Bayoil, S.A. (Geneva), to negotiate and 
conclude executory contracts for Bayoil, S.A. (Geneva) to 
purchase Iraqi-origin crude oil from the Government of Iraq, as 
described in the respective applications. Those licenses are, 
OFAC Licenses No., IQ-14S7, IQ-1242, IQ-976, IQ-910, and IQ-843 
(collectively, the " OFAC Licenses" ) . The OFAC Licenses 
provide, inter alia , that the Licensee(s) hereunder is required 
to keep full and accurate records of all transactions engaged in 
under the licenses. Such records shall be made available for 
examination upon demand for at least 5 years from the date of 
each transaction. 

Pursuant to the terms of the OFAC Licenses and section 501,602 of 
the Reporting and Procedures Regulations, 31 C.F.R. Part 501 (the 
"Reporting Regulations"), it is hereby required that you provide 
this Office, with a complete report in writing concerning any 
transactions conducted pursuant to the OFAC Licenses or otherwise 
subject to the provisions of the Reporting Regulations. Your 
response must include copies of those executory contracts that 
were executed by Bayoil, S.A,_ (Geneva) with the assistance of 
Bayoil USA. 


BAY14-01d65 
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Please submit your response within twenty (20) business days of 
your receipt of this letter. It should be directed to the 
attention of Elton A. Ellison, Office of Foreign Assets Control, 
EJ.S. Department of the Treasury, 1500 Pennsylvania Avfnue, NW, 
Annex, Room 2151, Washington, D.C. 20220. You should be aware 
that failure to respond may result in the imposition of civil 
penalti es. If yo u have any questions, Mr. Ellison can be reached 
at 


Sincerely, 



Chief, Enforcement Division 
Office of Foreign Assets Control 


by the Peraianent 
Snhrnmmiltee on Investigations, 


BAY14-01966 
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Dickstein Shapiro Morin & Oshinsky llp 

llOlLSmetm* WaAingson, DC 20037-1526 
Tel (202) 785-9700 - Fax (202) 887-0689 

Writer’s IXrtet Dial- (202) S28-2203 
E-Mail Address: BeggsGCdsmeMm 

May 22, 2002 


VIA HAND DELIVERY 

Mr. Elton A, Ellison 
Office of Foreign Assets Control 
U.S. Departinent of the Treasury 
1500 Pennsylvania Avenue, N.W, 

Annex, Room 2151 
Washington, DC 20220 

Re: E^oiliUSA) Inc., FAC No. IQ-195Q77 
Dear Mr. Ellison: 

Wc arc writing on behalf of our client, Bayoil (USA) Inc. (“Bayoil”), in response 
to the letter dated April 23, 2002, from Mr. David H. Harmon, a copy of which is attached 
hereto as Exhibit 1. Mr. Harmon’s letter asks Bayoil to submit a “complete report in 
writing concerning any transactions conducted pursuant to the OFAC Licenses (IQ-1457, 
IQ-1242, IQ-976, IQ-910, and IQ-843) or otherwise subject to the provisions of the 
Reporting Regulations,” within 20 business days of our receipt of his letter. We received 
that letter on .^^ril 26, 2002, and thus this response is being provided on a timely basis. 

Wc note at the outset that the information set forth herein was provided to us by 
Bayoil. We also now that Bayoil has advised us that it and its affiliates engaged in only one 
transaction invol'ring Iraqi crude oil pursuant to the OFAC licenses,* arid the details of 
that transaction arc described below. 

Pursuant to License IQ-843 dated August 11, 1997, Bayoil and its employees 
were authorized to assist BayoU’s foreign affiliate, Bayoil SA, in obtaining a contract to 
purchase Iraqi crude oil pursuant to the “Oil-for-Food” Program. The Hcense was sought 
immediately upon Bayoil SA receiving an offer from SOMO on August 7, 1997, to obtain 
an allocation of crude oil if the contract coffid be made quickly and the lifting could occur 
by August 12, 1997. 


As with many other major oil companies, Bayoil’s foreign affiliates traded Iraqi- 
origin crude oil on the world market after UN approval as permitted by the general license 
in 31 C.F.R. § 575.526. We assume your request for infonnation is not intended to cover 
any such transactions. 


1177 ATtmerfHseArnericM* 41st Floor •NemTork, NewTork 10036-2714 
Tel (212) 83S-J400 • Fax (212) 997-9880 
i«7342vi;W)R«ii,ooc, http://wiPW.dsmc.eom 


BAY14-01961 
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Mr. Elton A. Ellison 
May 22, 2002 
Page 2 


BayoU SA executed by fax the contract with SOMO on August 11, 1997, to 
purchase 3.6 million barrels of crude oil for the U.S. market. The contract covered two 
cargoes; one for 2.1 million barrels of Kirkuk crude oil shipped from Ccyhan, and one for 
1.5 million barrels of Basrah light crude oil shipped from Mina Al-Bakr. A copy of the 
contract is attached hereto as Exhibit 1 } Also attached hereto as Exhibits 3 and 4 are the 
letters of credit issued in connection with the two cargoes covered by the contract. The 
contract was submitted by Bayoil SA’s London office to the 661 Committee at the U.N. 
for approval on August 11, 1997, and such approval was issued on the same day. A copy of 
the approval is attached hereto as Exhibit 5. The &st cargo was loaded at Ccyhan, Turkey, 
with a Bill of Lading dated August IS, 1997, and the second cargo was loaded at Mina Al- 
Bakr with a Bill of Lading dated August 23, 1997. 

Bayoil applied for OFAC license Nos. IQ-910, IQ-976, IQ-1242, and IQ- 
1457, in conjunction with the beginning of the rejqscctive six-month phases of the U.N. 
“Oil-for-Food” Program. For example. License IQ-910 applied to the phase beginning in 
January 1998, and IQ-1457 applied to the phase ending in June 2001. 

Given the normal delays in processing license applications at OFAC, Bayoil 
submitted these license applications prior to any anticipated oil contracts being offered by 
SOMO and to ensure compliance with the Iraqi Sanctioits Regulations at the time any such 
contract may be offered. 

However, with the cxcepdon of license IQ-843, Bayoil and its affiliates were 
not offered and did not enter into any further contracts with SOMO to purchase Iraqi 
crude oil after August 1997, pursuant to the OFAC licenses or otherwise.^ 

Bayoil believes that its ftiilure to be offered any oil contract allocations after 1997 
was due to ^ Iraqi government policy not to sell its erode oil to any entity with a possible 
U.S. interest. Seeing no apparent change in this Iraqi policy, Bayoil determined that 
continuing to obtain OFAC licenses in the hope of a future contract was a waste of its time 


^ We note that the attached contract has some handwritten marks on pages 3 and 5. 
We have been advised by BayoU that those marks were put on this file copy after the 
transaction for other internal purposes and do not reflect changes to the original contract. 
On the other hand, the date on the last page was changed from August 9, 1997, to 
August 11, 1997, to reflect the date the contract was executed by Bayoil SA. 

^ In June 1999, BayoU and its affiliates, applied to the 661 Committee to have 
BayoU’s affiliate, BayoU Supply and Trading Ltd., approved as a purchaser of Iraqi crude oU. 
Such approval and registration was issued by the 661 Committee on June 17, 1999, a copy 
of which is attached as Exhibit 6. 


1447342 Vi; V0HY011.DOC 


0 UVRIM «- OsKIHtcr 
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Mr. Elton A. Ellison 
May 22, 2002 

Page 3 ■ 

and resources, and thus no further licenses were requested after IQ- 1457, which was issued 
on November 28, 2000. 

If you require any additional infonnation, please contact the undersigned. 

Sincerely, 

T — ' 

George T. Boggs 

GTB:ms 

Enclosures 

cc: Mr. David B. Chalmers, Jr. (w/enc.) 


1«73<2¥l;V0RY01l^>OC 


o Uoilli 9-0 


BAY14-01963 
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STATE OIL MARKETING ORGANIZATION 

CRUDE OIL SALES CONTRACT 

NO. M/02/04 


V. 




BAY1 4-01 968 
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UNITED NATIONS 


Redacted by the Permanent 
_^__^_Subcommidee^onJ[nvest!^atio^ 


NATIONS UNIES 


SKCimiTY CX>UNCIL COMMITTEE ESTABLISHED BY RESOLUTION 6<l (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


SCR 986/m J/OIU1997/OC.05 

1 1 August 1997 

TO:BAYOILSA 

LONDON. ENGLAND 

[^M; THE OIL OVERSEERS 

Ifc UNDER SBCURTTY CO^^T ' 

RESOLUTION 986 (1995) MU 



FAX NO.: MHBHBBnb 

FAX 

ATTENTION: Ms. Robin D' Alessandro 

REF.: OIL-FOR-FOOD ARRANGEMENT 

I TOTAL NUMBER OF TRANSMITTED PAGES INCLUDINO THIS PAGE 1 I 

Rk Contract Number; M/02/04 

Between: SOMO aiKl "BAYOIL SA" 
Date of Recript: 11 Angnst 1997 
Quantity: 3,600, (WO bbb 

UN REF: S(nW86/l 11 1/OIL/COMM.04 


Quality; Kirlmlc Appm 2,1W^ bbb 
(Quality: B»raIiXi(bt! Annvx. liSWMRN bbU 
Pricing Pannula: US MinRct 
Fort of Loading: Cqthati ami Al-Bakr 

FURTHER TO YOUR ABOVE REFERENCED APPUCATION FOR APPROVAL 
OF THE OIL CONTRACT, PLEASE BE ADVISED THAT THE APPUCATION 
HAS BEEN: 


B APPROVED 


a NOTAPPROVED 
O NOT REVIEWED 


REMARKS; 

cc: 

SOMO 

BNP 



BAY14-01996 


UNITED NATIONS 


NATIONS UNIES 


SECBMCTY COUNCIL COMMUTEE ESTABUSHED BY WCSOLUTION 66\ (1590) 
CONCERNING THE SltUATTOK BETWEEN IRAQ AND KPWAIT 


SrAC.25/1999/OIl/ia42 

iTJuae 1995 

TO; Bayoil Stq)ply And Trading Ltd 
Nassau, Bahamas 


VAX 




ATTENTION: m. Me DONALD 

REF.: Ott/-FOR-FOOD ARRANGEMENT | 

1 TOTAL NUMBER OF TRANSMITTED PAGES INCLUDDIO THIS PA(® ; 1 1 


SUBJECT: BN REGlSTltATION FOR IRAQr OO- PDBCHASE 


This is to infoim you that BAYOIL SUPPLY AND TRADING LIMITED 
has been regfsted as a national oil purchaser under (SiAC-ZS/lOSS/OUVCOMM. 1 1) 
dated 1 ^ril 1998 and is authoriz^ to cotninunicate with the United Nations Oil 
Overseers in respect of the Iraqi OO sales under Security Council resolution 986 (1995). 

Bestregatds 


rTkcdaciedbythePema^ 

, ittpc on Investigation 


BAY14-01998 








1607 




Dickstein Shapiro Morin tr Oshinsky llp 

2101 L Street Wff . Washington, DC 20037-1S26 
Tel (202) 78S-9700 • Fstx (202) 887-0689 
Writer^s Direet Dial: (202) 828-2203 
8-Mtt.ii AiirttR SifgfflGOdntto.um 


July 2, 2002 


Mr. Elton A. Ellison 
Ofiice of Foreign Assets Control 
U.S. Department of the Treasury 
iSOO Pennsylvania Avenue, N.W. 

Annex, Room 2151 
Washington, DC 20220 

Re: Bayoil lUSA) Inc., FAC No. 1 0-195 077 

Dear Mr. Ellison: 

In response to the request for a report from Bayoil by letter dated April 23, 
2002, we submitted a report to your office on behalf of Bayoil by letter dated May 22, 
2002 (“Report”). 

In a recent telephone call, you have requested authorization from Bayoil to 
disclose the Report to the United States Department of State and to the United States 
Mission to the United Nations. 

On behalf of Bayoil, we hereby authorize your office to provide a copy of the 
Report to the United States Department of State and the United States Mission to the 
United Nations (collectively, the “Recipients”), subject to the condition that such Report 
not be disclosed by Recipients to any other person or entities (including other U.N. 
Missions) without Bayoil’s prior written consent. 

Should you have any question, please do not hesitate to contact the undersigned. 

Sincerely, 

Onr^ 

George T. Boggs 

GTB:ms 

cc: Mr. David B. Chalmers, Jr. 


1277 Avenue oftheAmericsu» 41st Floor • ToHe, New Toih 10036-2714 
Tel (212) 835-1400 • Fax (212) 997-9880 

1472687 vi:\«B20it.DOC http://ww9.dsino.eom 


BAY14-01960 
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BAOL 


TO; 

Ambassador Antonio Montero 
Chrurraan, U.N. 66! Committee 

CQr 

- Mr. Eugene Young 

FROM: 

David B. Chalmers, Jr. 

Presidoit 

Bayoil (USA) Inc. 

DATE: 

October 23, 1998 


Dear Ambassador Montero: 

As you may recall, our company Bayoil was one of the companies partidpating in the Iraqi oil sde 
during the first and second period. 

However, since that period our panicipation has been only indirect, resulting from our cooperation 
with several Russian companies currently favored by S.O.M.O. as preferred customers. As a result 
of this cooperation our company regularly lifts Iraqi crudes for US. destination to be further 
distributed to many independent refiners that we represent. Specifically, our current liftings exceed 
200,000 barrels per day on average. 

Because of our participation in this market we regulariy provide S.O.M.O., the U.N. Overseers, and 
our Russian suppliers required market infoimalion regarding spot prices in the U.S. as well as frdghl 
market conditions which apply to each monthly period in an effort to help S.O.M.O. and the U.N. 
establish fair market price formulas each month. 

In this connection, we are obliged to report to your Committee that the market prices for the month 
ofNovember, particularly for U.S. destinations as submitted by S.O.M.O. to the U.N. are completely 
out of line with the conditions in the market today. We understand that in the past the 66 1 
Committee has rejected prices submitted by S.O.M.O. for being considered too low which we believe 
likewise the Committee should consider such a rejection in November resulting from being 
considerably too high and not in accordance with guidelines to be representative of fair market 
conditions. 

I believe the best way of explaining to your Committee our conclusions about the prices submitted 
will be to enclose a copy of correspondence recently sent to S.O.M.O. by our company which 
outlines the conditions in the market that have not been included in the prices submitted by S.O.M.O. 


RAYOIL (USAl INC 


600 tRAViS. SUITE 6H0 HOUSTON. Jx 77002 713 222 7100 TAX 7!3 224 8101 Tlx 377I82S 

Permanent Subcommittee on Investipations 1 BAY04-00278 

EXHIBIT #37 I 
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Ambassador Antonio Montero 
Chairman, U.N. 661 Committee 
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Du6 to the fact that most of the U.S. refiners which ultimately rec^e these quantities have 
committed to November Bfiings wdl in advance and therefore cannot easily change or substitute for 
more economic grades on shoit imtice. This would therefore result in substantial economic penalties 
to these refiners if the prices currently submitted are imposed upon them. 

We are hopeful the Committee wiU take into consideration the actual market conditions today which 
can easily be substantiated by others in the establishment of a fair market formula for November 
shipments. 

Thank you for your asastance in tius matter. 



BAY04-00279 
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mmmmmmm = Rcductcd by the Permanent 

Subcommittee on fnvesligations 


REF»ORT 


KCMOTE STRTIC3N 


STRUT Tim 


ie'-23 1«<S3 ea'ss es/«s ok 


7460210182 


B 


TO: 

FAX; 

FROM: 

OATE: 

Dev Mr. Young: 

!a follow up to our convcnntion. pleiM Snd atteched (he lettv to Ambassador Montaro and the 
S.OJM.O. lattv attadunant. 

Thank you ibr your usisuiics in thii mattv. 

Sincerely, 

David B.Chalmen, Jr. 


Mr. Eugene Young 
U.N. 661 Committee 



David B. Cbalroera, Jr. 
Octobv23, 199« 


BAY04-00288 
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TO: 

- GENEVA 

FAX: 


ATTN: 

MR. AUGUST GIANGRANDl - ROOM 527 

DATE: 

FEBRUARY n, 2001 

FROM: 

DC 


Please see attacbed copies of: 

1. letter to Overseers from R(»mef^impex 

2. Leaa to UN 661 Ccmunittee from Kosnefteimpex 

3. L<mertoMO£romItalmch<toap{Rx>veandinstnmtIta!y) 

4. Letter to UN Overseers frmzt Italtech (to be finalized in H(»uton in AM) 

5. l.etmr to UN 661 Committee from Italtech 

6. To be finalized - letter to US from Bay 


Best regards, 
DC 




= Redacted by the Permanent 
"iihrrT-"''*'-- nn 'nvestisatiQns_ 



Redacted by 

Permanent Subcommittee 
on Investigations 


BAY04-01202 
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____ = Redacted by the Permanent 
Snheommilte e nn lnvesli)»alions_ 


*****{j|^(5gj^***** 


TO: ROSNEFTEIMPEX 

ATTN: 

FAX: 

Email: 

FROM: DAVID B. CHALMERS, JR. 

REF: FEBRUARY OSP 



PLEASE URGENTLY FORWARD ON YOUR LETTERHEAD THE ATTACHED 
MEMO AND GRAPHS TO THE UN OVERSEERS. URGENTLY SEND COPIES TO 
THE FOLLOWING: 


1. SOMO 


2 . 


MR. PETE R KOLBY, CHAIRMAN 661 COMMITTEE 
FAX NO. 


3. 


AMBASSADOR SERGEY LAVROV 
UN REPRSENTATIVE RUSSIAN FEDERATION 


FAX NO: 


BEST REGARDS, 

DAVID B. CHALMERS, JR. 
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URGENT URGENT 


FROM: 

ROSNEFTEIMPEX 

MR. POUKHOV 

E 

Redacted by the Permanent 
Subcommittee on Inve.stioafionc 

TO: 

FAX: 

^^hOg^EERS 



REF: 

IRAQI CRUDE FORMULA PRICES (FEB) 


DATE: 

February 11, 2001 




We hereby request immediate action be taken to revise formula prices for Iraqi crudes 
based on actud market prices and conditions today, and applicable to prompt shipments 
which ROSNEFTEIMPEX has contracted for and schedul^ to lift 

Specifically, and most urgently, we refer to vessels awaiting loading Mina A1 Bakr, 
which if loaded at current formula prices would mean paying a substantial premium to 
the maricet for the crude, and consequently substantial losses to receivers. 

To support our urgent request we hereby enclose a summary of the economic conditions 
applicable for prompt shipments, referred to above, which during recent negotiations with 
S.O.M.O. were apparently not considered, which combined with further market changes 
since, mandate an irrunediate price review which should be within the guidelines of the 
“oil for food" resolution to regularly establish fair market prices. 

MARKET SUMMARY 

BASRAH LIGHT 


There is substantial volume (over 8MM barrels) of Basrah Light inventory and/or 
deliveries in March (i.e. January loading) which is being valued and offered at substantial 
discounts (-1.50/bbl) to the U.S. price formula applicable to both the applicable lifting 
date and to currently applied fFebruarvl formula . Based on insufficient outlets for such 
quantities resulting from full refinery capabilities values are likely to deteriorate further. 

Therefore a revised formula for European destination should be immediately adopted, in 
addition to a further revised formula for U.S. destination effective not later than February 
15, reflecting market changes outlined below, not reflected in today’s formula: 

EUROPE fBASRAHl 

For purposes of demonstration the substantial requirement for formula price change 
applicable to February we summarize the change between the (January) price formula 
and current (February) price formula compared to change in market prices as follows: 
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OFFICIAL SELLING PRICE fJanuarv/Februarv> 

January Europe Formula: Brent - $5.20/bbl 

February Europe Formula: Brent - $4.50/bbl 

=Effective Price Increase +$ .70/bbl 

MARKET fJannarv/FebniarvI 


During the time period between the establishing of the (January) formula and the 
(February) formula the following change in market prices has occurred as follows: 

(See enclosed Platts chart) 

Basrah Light Urals fNWEl Urals IMedl 

(Delivered NWEt 

(January) Liftings Brent -$1.70 Brent -$.70-80 Brent -$.90 

(February) Liftings Brent -$2.90 Brent -$1.95-2.00 Brent -$2.20-2.30 

Current (Offered) 

Effective Market A 4i.25/bbl -$1.20-1.25/bbl -$1.30-1.40/bbl 

Therefore the net effect to lifters for F.O.B. shipments from January to mid February (i.e. 
ROSENEFTEIMPEX lifting period) are as follows: 

Average Market Decrease 

Basrah Light/Other Sour Crude -$1.20-1.30/bbl 
(Jan/Feb) 

Increase O.S.P. Formula (Jan/Feb) +$ ,70/bbl 

Effective Price Increase S1.90/bbl (minimum) 

(Jan/Feb) 

BASRAH U.S. 


For purposes of demonstration the substantial requirement for formula price change 
applicable to February we summarize the change between the (January) price formula 
and current (February) price formula compared to change in market prices as follows: 

OFFICIAL SELLING PRICE fJanuarv/Febniarv’) 

January U.S. Formula: WTI -$8.75/bbl 

February U.S. Formula: WTI -$8.45/bbl (current) 

=EfFective Price Increase: +$ .30/bbl 

Basrah Light Spot Assessment (Platts) 

(Delivered U.S. Gulf) 
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(January) Liftings WTI -$4.50bbl (January O.S.P.-Based Value) 

(February) Liftings WTI -$6.00/bbl (Basis last spot sale) ‘Note; January lifting 

=EfFective Market A -$ 1 .50/bbl 

Therefore the net effect to lifters for F.O.B. shipments from January to mid February 
(i.e. ROSENEFTEIMPEX lifting period) are as follows: 

Average Market Decrease 

Basrah Light/Other Sour Crude -$ 1 . 50/bbl (minimum) 

Increase O.S.P. Formula (Jan/Feb) +$ .30^bl 

Effective Price Increase +$1.70/bbl (minimum) 

(Jan/Feb) 

FREIGHT COST 
BASRAH LIGHT 


At the time that the February OSP prices were negotiated with SOMO and submitted for 
approval we understand that a freight market adjustment was considered by the U.N. 
Overseers to partially offset some of flie above factors. 

Unfortunately, for liftings arranged in advance, before mid February, such market freigjit 
savings had not occurred. For future shipments a savings of 10 WS pts should apply or 
equal to approximately S0.25/bbl. 

CONCLUSION 

It is evident from the above referenced simple summary of economic considerations 
affecting liftings in February that an immediate price formula change is required. 

This price change should take in fully the net price increase since January described 
above, by adjusting the current OSP formulas for Europe and the U.S. as follows: 


ELfROPE: 

DTD Brent 

-4.50 (Feb OSP Current) 

-1.90 fEffective Price Increase Since Jan.OSPl 

TO: 

DTD Brent 

-6.40 (Feb OPS Proposed) 

US: 

WTI 

-8.45 (Feb OSP Current) 

-1.70 (Effective Prince hcrease Since Jan. OSP) 

TO: 

WTI 

-10.50 (Feb. OSP Proposed) 

KIRKUK CRUDE 



While the requirement for immediate formula price changes for Basrah shipments for 
Europe/us destinations is stressed above, due to the economic impact for lifters (ie 
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ROSNEFTEIMPEX and others) which pre-arrange prompt vessels prior to the 
establishment of offical prices, it is also implied that Kiii^ formula prices should 
likewise be adjusted. 

This need to change Kirkuk prices also is evidenced by the recent export levels, which 
have ranged from nil to short poiods whereby a few liftings have occurred, but well 
below capacity. 

Kirkuk formula prices should therefore be adjusted based on the above proposed Basrah 
Li^t price formula, plus fair market adjustments for quality and freight savings. 

Sincerely, 

ROSNEFTEIMPEX 
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TO: 

FAX; 

CC: 

FAX: 

FROM; 

DATE: 

Dear Sirs: 

I am compelled to write you regarding the price mechanism recently approved by the UN 
for February liftings, whereby the prices submitted by the Overseers are significantly 
different than market prices, and consequently will jeopardize fiiture oil liftings under the 
program, as well as the companies participating. 

Rosnefteimpex has participated in the program since Phase Vm, and as such are familiar 
with the process of establishing prices. On the basis of this understanding, and good 
faith, we have arranged liftings for February, prior to the establishment of a price 
mechanism, for vessels expected to begin loading February 9, 2001 . 

Under the present price mechanism to perform such a lifting would have substantial 
financial consequences to the lifter which carmot be (he intent of the UN. 

However, given the fact that the changes in market circumstances since January 
described above, which have deteriorated further last week, seemed to have been largely 
dismissed the UN Overseers. For example, we understand that SOMO attempted to 
submit more competitive formula’s which would not have been accepted, despite 
supportive arguments. For this reason, we appeal herein to the Committee directly in 
order to resolve this issue. 

We are also concerned with the future viability of the program, if due to recent special 
concerns of the Committee, as in February, a price mechanism can’t be fairly established 
according to standard industry conditions. 

As to the present situation, with vessels arriving, and to avoid further curtailments to the 
production and program in general, we have submitted the enclosed memorandum to the 
UN Overseers, which clearly demonstrates the current price mechanism inequities for 
your review. 

Sincerely, 


Mr. Peter Kolby, Chairman 
U.N. 661 Committee 


■-Redacted bythePermanert 
-"bcommitteennr, 


Ambassador Serge Lavrov 
UN Representative Russian Federafion 


ROSNEFTEIMPEX 
February 12, 2001 


ROSNEFTEIMPEX 
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UBCENT URGENT 


FROM: 

ROSNEFTEIMPEX 


MR POUKHOV 


Faa;^m|||j|m|^ 

TO: 

U.N. OVERSEERS 

FAX; 


REF; 

IRAQI CRUDE FORMULA PRICES (FEB) 

DATE; 

February 11,2001 


i Redacted by the Permanent 

_Subcommittee^onJnvesti^ations 


W< heicby request immediate action be taken to revise fonnula prices for Iraqi crudes 
based on actual market prices and conditions today, and applicable to prompt shipments 
which ROSNEFTEIMPEX has contracted for and schedui^ to lift. 

Specincally, and most urgently, we refer lo vessels awaiting loading Mina A1 Bakr, 
which if loaded at current fonnula prices would mean paying a substantial premiuni to 
the market for the crude, and consequently substantial losses lo recciven. 

To support our urgent request we hereby enclose a summary of the ecoiwmic conditions 
applicable for prompt shipmenis, refen^ to above, which during recent negotiations with 
S.O.M.O. were apparently not considered, which combirMd with ftirther market changes 
since, mandate an immediate price review which should be within the guidelines of the 
“oil for food” resolution lo regularly establish fair market prices. 

MARKET SUMMARY 

BASRAH LIGHT 


There is substantial volume (over SMM barrels) of Basrah Light inventory and/or 
deliveries In March (i.e. January loading) which is being valued and offci^ at substantial 
discounts (•! .20/bbl) to the U S. price formula appliceble to both the applicable lifting 
date and to currently applied fFebruarvi formula . Based on insufficient outlets for such 
quantities resulting from full refinery capebi lilies values are likely lo deteriorate further. 

Therefore a revised formula for European destination should be immediately adopted, in 
addition lo a further revised fonnula for U.5. destination effective not later than February 
IS, rcllecting market changes outlined below, not reflected in today’s formula: 

EUROPE (BASRAH) 

For purposes of demonstration the substantial requirement for foimula price change 
applicable to February wc summarize the chenge between the (January) price formula 
and current (February) price formula compared to change in market prices as foUovvs: 


i 


BAY04-01197 
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OfBCtAL SELLING f RICE ( J«aii«rY/rebnMrv) 

Januiiy Europe Fonnuls- Brent - $5.20/bbl 

Febnieiy Europe Fotmule: Brent - M.JWbbl 

‘'Effective Price Incieaec +$ .70/bbl 


MARKET (Jenuerv/rebmmrvi 

During the time period between the eeublishing of the (JanuUy) formula and the 
(February) foimuta the following change in market prices has occurred as foHowi: 
(See enclosed Platts chan) 


Biwtth light 

fDelivertdNWEI 

(January) Linings ntent>$l.70 

(February) Liftings Brent -S2.F0 

Current (Offered) 

Effective Matkat A -Sl.Z3/bbI 


Urals fN WE) Urals tMed) 

Brent -S .70-10 Brent -S .90 

Brent -11.95-2.00 Brent -$2.20-2.30 

•$l20-1.23/bbl -Sl.30-I.4D/bbl 


Therefore the net effect to lifters for F.O.B. shipments ftom January to mid February (i.e. 
ROSENEFTEIMPEX lifting period) are as follows: 

Average Market Decrease 

Basrah Light/Other Sour Crude -$1.20-1 .30/bbl 
(Joi>/Fcb) 

Increase O.S.P. Formula (Jao/Feb) +S .70/bbl 

Ellsctivt Priei Incrnsa S1.90/bbl (miBbnum) 

(Jan/Feb) 


BASHAM D.$, 

For purposes of demonstration the substantial requirement for formula price change 
applicable to February we summarize the change between the (3anuaty) price formula 
and cunent (Febrtiary) price formula compared to change in market prices as follows: 

OFFICIAL S ELLING PR ICE (Jamsarv/rebrBarvl 

January U.S. Fonnula: WTI -18.70/bbl 

February U.S. Formula: WTI -$g,45/bbl (current) 

“Effective Price Increase: +$ .23/bbI 


I 
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BWfih Li2lit Spot AiMuimnt (Plftti) 

(Dtlivcnd U.S. Oulf) 

(Jinuai)f) Liftingi WTt •S4.50bbl (January O.S.P.>Baied Value) 

(Febiuacy) I.iflinga WTI •$S.?0/bbt (Bajia laat spot sale) 'Note: Jtnuaiy |[niiit 

“Ef&ctive Market A •$ 1 .ZO/bbI 

Therefore the net eflect to Jiflers for F.O B. ihiproents from January to mid February 
(i.e. ROSENEFTEIMPEX IWing period) are as follows: 

Average Market Elecrease 

Basrah Ligbt/Otber Sour Crude -Sl.20/bbl (miniaium) 

Increase O.S.P. Formula (Jan/Feb) +$ .2S/bbl 

Entclivc Price Increase ■sSl.dOfbbl (mlaimuBi) 

(Jan/F»b) 

FREIGHT COST 


At the time that the February OSP prices were negotiated with SOMO and submitted for 
approval we understand that a freight market adjustment was considered by the U.N. 
Overseers to partially offset some of the above factors. 

Unfortunately, for liftings arranged in advance, before mid February, such market freight 
savings had not occurred. For future shipments a savings of 10 W8 pts should apply or 
equal to approximately S0.2S/bbl. 

CONCLUSION 

It is evident from the above referenced simple summary of economic considerations 
affecting liftings in February that an immediale price formula change is required. 

This price change should take in fully the net price increase since January described 
above, by adjusting the current OSP formulas for Europe and the U.S. as follows; 

EUROPE; DTD Brent -4.50 (Feb OSP Cunem) 

-1.90 (Effective Price Increase Since Jan.OSP) 

TO: DTD Brent -«.40 (Feb OPS Proposed) 

US; Wn -8.4J (Feb OSP Cunenl) 

•1.40 (Effective Prince increase Since Jan.OSP) 

TO, WTI -9.«5 (Feb OSP Proposed) 


3 
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KIRKUK CRtn>E 

While the icquireinent fbr immediate fcnnula price changea for Bunh ahiptnenta for 
Europn'US d^inalioiu ii jbewed above, due to the economic impact for liflera (ie 
ROSNEFTEIMPEX and others) which pR-arraose prompt vessels prior to the 
establishment of oCfical prices, it is also implied that Kirkuk foimula pricca should 
likewise be adjusted. 

This need to change Kiikuk prices also is evidenced by the recent export levels, which 
have ranged fiom nil to short periods whereby a few hitiogs have occurred, but well 
below capacity. 

Kirkuk formula prices should thcrerore be adjusted based on the above proposed Basrah 
Light price fonnula, plus fair market adjustments for quality and ficight savings. 

Sincerely, 

Y.Poukhov 
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02-12-2301 09t44flM FROl 


TD 


7132240101 P.01 


TO: 

Fax. 

FROM: 

DATIE: 
D«v Sirs: 


Mr. Peter Kolby, Chiinnan 
U.R 661 Committee 



February 12, 2001 


- Redacted by the Permanent 
_^_^__SubcomnTmee_OTnnvcsti^aiion^ 


r am compelled to write you reevding the price mechaoUm racently approved by (h« UN 
for Februaiy liftings, whereby (he prices subminrd by the Overseers are signUicantly 
difTerent Oian market prices, and consequently will jeopardize (umre oil liftings under the 
program, as well as the companies participating 

Rosncfieimpex has participated in the progrem since Phase VIJ], and as such are familiar 
with the process of establllhing prices. On the basis of this undemanding, and good 
faith, we have arranf ed liftings for February, prior to 0^ eatiblisbmenl of a price 
mechanism, for vessels expected to begin loading Fet^uary % 2001. 

Under the present price mechanism to perform such a lifting would have substantial 
fmanciai consequences to the lifter which cannot be the intent of the UN. 

However, given the fact that the changes In market circumstances since January' 
described above, ivbich have deierionted further last week, seemed lo have been lugely 
dismissed the UN Overseers. For example, we understand that SOMO attempted to 
vubimt more competitive formula's which would not have been accepted, despite 
supportive argumonli. For this reason, wt appeal herein lo the ConrunJnee directly in 
order to resolve thii iuue. 


We are also coocenicd with the ftiture viability of the program, if due to recant special 
concerns of the Comminee, as in February, a price mechanism can't be fairly eilablishtd 
according to standard industry conditions. 

As to the present situation, with vesseis arriving, and to avoid further curtailments to the 
production and program in genentt, wr have eubmitted the andoevd mccooriodum lo llie 
UN Overseers, which dearly demonstiates the current ^ice mtehamsm inequities for 
your review. 

Sincerely Youri, 


Y.Pokhov 



BAY04-01201 


1623 



ITALTECff S.r.l. 


/MAIL P.O. SOX 300 - 
UVOSNO 



P.IVA 


' 010319S04S4D 

Sede legale e stablllmento: via C.B. Cuarinl, 24 - 57121 LIVORNO - tTAiy 

To; Ministry of Oil 

His Excellency The Minister 

From: ITALTECH S.r.l. 

Date: February 11, 2001 

Ref: February OSP 



I hope all went well during your r^ent trip to the Far East. As you know 
my return trip to Baghdad has been somewhat delayed, but expect to arrive 
this week latest. 

I Meanwhile, I would like to bring to your attention some developments 
concerning Italtech’s and other liftings this month, which will require urgent 
cooperation between SOMO and ourselves, in order to mitigate a difficult 
situation. 

Specifically, as you my be aware, the U.N. has continued to resist 
appropriate formula price changes, including supporting SOMO’s proposed 
elmges for February. Unfortunately, during this same time market viues 
of Iraqi grades in the U.S. and Europe have deteriorated further as compared 
to their respective referenced prices (i.e. Brent, WTI). These depressed 
market values are continuing to apply to un-delivered shipments fixim the 
previous pricing period, as currently in our case, applied to about 8 million 
barrels loaded in January. Therefore, further shipments at current formulas 
become untenable. 

Therefore, Italtech, together with other concerned customers, are via 
submission of letters and reports, appealing directly to the UN Overseers, 
and 661 Committee members tq initiate an immediate adjustment to formula 
prices. 


BAY04-01174 
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In order for our efforts to be successful and effective it is imperative to get 
the support of the Ministry and SOMO, to also quickly address the issue in 
New York. Also, this should include supporting our requests to delay 
slightly liftings these next few days, during which time these changes can be 
processed. 

As you know Italtech, and its primary customers have made consistent 
liftings in good faith and during uncertain maiket conditions, which recently 
have had dramatic negative financial impact, purely on unforeseen market 
prices. It therefore is important for us to cooperate together in order to 
reverse such circumstances for our valued customers. 


Sincerely, 
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ITALTECH S.r.l. 


/MAIL l>.0. UX 300 - 
UVODNO 
TEUX;^ 

FAX:< 

PHONE'1 
F.IVA; 

0I031950494D 


Scde legale e stabllimento; Via C.B. Cuarinl, 24 - S71 21 UVORNO - ITALV 


To: 

Attn: 

Fax: 


UN 661 Committee 
Mr. Peter Kolby, Chairman 


From: ITALTECH S.r.l. 


Date: February 12, 2001 


___ Redacted by the Petmancm 

Subcommittee on Investigations 


Ref: February Price Mechanism/Oil-for-food Program 


It is our understanding that the UN 661 Committee has confirmed recently 
submitted changes to the price mechanisms for Iraqi liftings in February for 
most destinations. 

Italtech is currently a customer of SOMO, participating under Phase 9 of the 
Oil-for-food Program. As such, in connection with meeting contractual 
liftings, and in the spirit of participating in the programs success, have made 
early arrangements for February lifting dates and vessels prior to the 
establishment of the price mechanism. 

For this reason we feel obliged to appeal to the Committee directly in an 
effort to re-address the price mechanism revisions submitted recently, as 
well as those omitted. 

It is our view that the UN Overseers seem to be operating under different 
mandate than past periods, whereby there is extreme reluctance to accept 
downward changes in price mechanisms based on other concerns, while 
market conditions have fiilly justified such changes. 
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For instance, we understand SOMO’s request for downward price 
adjustment for Basrah to the U.S. in February was met such resistance that 
despite market deterioration at that time, SOMO was obliged to submit a 
price increase. 

It is due to the above and because at further market deterioration, briefly 
summarized in a letter to the UN Overseers, that we request an immediate 
review of all price mechanisms effective for February, prior to livther 
scheduled shipments. 

In this connection, we have enclosed a letter to the Overseers summarizing 
the well known market factors which should be considered. 

Thank you for your prompt attention to this most urgent matter. 
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BAYOIL 


February 12, 2001 

United Nations 661 Committee 
Mr. Eugene Young, US Representative 
New York, NY 


Via Fax 1 


Dear Mr. Young: 

As you recall from our previous discussions, Bayoil has shipped oil from Iraq since frte beginning of the 
oiUfbf'fbod program, primarily b) the US, for distribution to many independent refiners. As such, although 
Bayoil has no contracts with SC^O, likely due to our American ori^ns, we do provide regular market 
information to SOMO and the UN for purposes of est^lishlng a frir pricing melanism each month. 

On balance since the start of the oil-for-food program began, we believe our market assessments have been 
considered by both parties until recently, ft appears to many lifters during recent months, and February in 
particular, that the Overseers have been skeptical toward market assessments relating to actual handling 
costs as well and delivered market assessments. It is further apparent to most lifters that recent resistance 
by the Overseers to consider fully these factors which would result in downward adjustment to price 
formulas, is due to some new mandate, whereby any price mechanism approved would not theoretically 
allow a margiD covering the recently reported request for some kind of surcharge. 

While most lifters, including Bayoil, support the concept of these efforts by the Overseers, in practice it has 
contributed to the recent and current price formulas being cmnpletely uncompetitive with the market. For 
regular lifters such as Bayoil, which in good faith, makes arrangements for shipments to its refiner trade 
partners well in advance of the price mechanism formula being established, there is no recourse to the 
consequential market losses which will occur and have in recent months occurred resulting from market 
changes after lifting. Therefore, considering the recent history, it seems reasonable for the U.N. to approve 
new price formulas reflecting real changes in the market since January; thereby reducing further market 
losses for lifters, which should contribute to the success of the program in general and eliminate further 
production curtailments. 

The market changes for Iraqi crudes referred to above are typical of depreciation of all the comparable sour 
crude grades (i.e. Urals), delivered to either Europe or America, relative to tbeir reference price (Brent - 
WTl) respectively between SI ,20>S 1 .50/bb] since January. At the same time the price mechanism for 
Basrah to these markets has risen from SO.ISVbbi U.S. and $0.70/bbl Europe. While we understand the 
Overseers have taken into account a generic reduction of market freight, most vessels for February have 
been arranged prior to such a reduction. In any case, a freight reduction factor of S0.25-S0.30/bbt does not 
come close to justifying the net increase in the price nrechanism during a period of such a substantial 
market depreciation. 

Due to the above referenced example of disparities between the maricet realities and current formula prices, 
we are compelled to appeal directly to the 661 Commlnee to approve and support proposed adjustments to 
the current price formulas to reflect the recent market changes, which can be easily calculated, while 
preserving a strict policy of establishing formula prices vtdiidi encourage SOMO's customers to adhere to 
all resolution guidelines. 


Thank you for your attention to this most urgent matter. 
Bestr 



David B. Chalmers, Jr. 

BAYOIl SUPPIY & TRADING IIMITEO 


P.O SOX CBI39I8 NASSAU. 8AHAAAAS 242 302 47:31 FAX; 242 362 4733 TlX; 20644 
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ATTN: MRAU^SAN . 

FROM: BAYdCL'SUPPLY AND TRADINC LIMITED - • 

MRJOHNIRVINO 

DATE: 2a^-AUOji;ST20Ql 

RE: PJUGE OF IRAQI CRUDE OIL FOR NORTH AMERICA 

DESTINATKON FORiCARGOES LOADING SEPTEMBER 300L 


Dear Mr. Kusui, 

We trust thiii you and ycnir coUea^ues are well. 

Firstly, we must express our serious leservatbu ooooermng the aureat price during 
August 2001, uriiere you will be «w«re thit the lifters became incraesiiigly Austreied 

ty: - 

I.) TboastobUsfameats ofOSP*Bthetweseaotfefleetive of 
pcevmlms OMflcet eondhifiit.' 

• 20 Serious maAset loees. lor most liften. 

3. ) T^cristeat failure to leoog^isaihe above fiutoia 

4. ) The da^e orie(ro>actrviiy tiiat was ev i dent oo both ftelgbt 

and oiarket numbers against positiooa previously fixed 

5. ) A pricing policy that ^ non eoa^onble with the pricing 

. . . . Z • - - tiwiuancyofotberJopg haul Bour.cntde oils end k^eerly . 

' ' leadiog to grade sxAbsdtutloa In the USGC 

6. ) Tbe CiUuxe of die above mesrionod pricing polio' to reflett the 

r AnuDco pricing chengea. for Arab light. Medium and Heavy 

crude oils (reihiBtiOns of $O.S0,SO.7O,K).40in>bl lespet^vdy) 
delivered in Septemb er fi yUSOC. 

-'.''TT.^'TkeoQntuiuedut}laBdo&agad)i|roloDgstioDo^tbejnncnig-«iTox - 
. tvoto d>e estahlishraam'ef the pSP (Basmh) @ 5 - 

~ baas«nadnuttedba5ed£adeUva^iSBricB»er-dS.5Danda 
stated applied finght of S7WS. Together with S0.92 costs. Ibis 
^ves • bue iequlraaeni.«f ^S9.92. ‘ 

“T. TWsgavc.apridBg«ro^fJO;47/hW.Thiscfltor«M^a«Miii- ■ 

• “"I.'* _ -May to June where fi»frfi*igbt-fMS(etmovedjfitBD_773>^to 


■#;=- 


Mvoc somY 4 TtAOMo uNOte ro teico'rvisNASSAo m.»wwas araxia/ji (ax- sm 363 4733 txaoeiA 


BAY04-01074 



1629 


= Redacted by the Permanent 
Subcommittee on Investigations^ 


23 Rue 01 Irulne 

ui/'z»/20oi 1C: 11 



p.3 

laaos 


57WS (an increace of SO^S/bbl) and tbe delivered oQadcet waj 
voctiAoged @ «Sd.I$.. 

The esublishcd pcooedwe for 05P adju st me nts iipwanis or 
downwards basis delivarad maricet, freight and cost change 
was furtibtf broleao Vy an OSP increase of S0.9<Vbbl (from' 
S8.43 to -^7^SX givisg a prioiDS error of MJ5/bfal 

Please see below that the emeatjnee ^-Sff.5S, iprigacd on - 
the same'basUt'tS still SO^S/bbl too b*|}i. 

Thccqmplsrnianaetosa^peodlothefidli^pit^pripot 
sbbit hauf sour auda is USOC over the moBth ofAugust. 
Since the end of July Mare has dropped from -SS^S/bbl 
(eod Ja]>0 to -S6.45^.09/bbl (end August), and still 
Basc^ was priced at 'Sd.SS FOB across the entue month of 
Augustj with the peetiod 1 1-20 and 21-3 1 beiog efE^valy 
appHed retfoactively. 

Thia bo&tinuous'aad xakntlcas pressura to a^ly ptiecs that axe 
dcttoastrably incoexeet and too expensive by fiuis the biggest 
ihreat Scciogthe scheduling pofiey of S.O.M.O. 

What has happened recently b that the OSP's have been pushed to die uldmaic, 
providing a catalyst for non centmclual perfonnanoe, siieeaBded in nuiktng Iraqi crade 
unattractive, initiated a clenr Aramco edvantago, ben^ted shoit or medium long haul 
crude oil movetnoits (iocluding Brent «e SuOoin Vo«). cxpedHad the political poHoles of 
cedainNariocitl Stale memben of the UN Secuoiy Cousioiland ganwaUy disodvantaged 
the aueoexsftd dispoadoo of Imrp erode is wodd rnadcats-inotudingJUSOC* 

This atuatioQ can be corrected by tibc re>«stab}u|binent of historically efTective pricing 
oitesia: • 


Price for 1-30 September* 2001 
Basrah Light 

Delivered znaxhel: -S4.75/bW (offered/concuiTod) — (-Sd-OS/bbl BID) 
FzmBht. 4in/bbl(52.5WS) 

Other evsts; -S0.92/bbl ^^proximate pecpreyio'Us memo) 

Derived OSP: -StG/bN 

The &ei^t ralcoT 52^ WSis the current AC-^WEST tale for VLCG'j andxtsappUcatioo 
1 b coQ^oot wlih historical 30 daypriemg auoss^ mooatb. 
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29 Rue 01 00x24 

UO/Ktt/'XOOJ. Ill 12. P4 


Irving 


p. 4 


l^ooi 


IQHcak 

Quality DifEereatial to Bavah U^: 
Frdght Saving Difiartntial to Basrah light: 

Other Coats 

Kirkulc OSP Requiml! 


■= Redacted by the Permanent 
_Sabcommiiteeonlnveslimi,nn, 


-|■S0.2D/bbl 

♦SO^fJ/blil (65 WS 
Ceyhan) 

'I’SO.IO Atl (double 
oogative) 


•Sd^O/BlD 

>$6^/bbl 


We hope that you ng/ud this cozrespondanea as helpful and we hdpe that the above 
problems menlioiiBd above will soon be resolved in a manner that is satiafiictbcy to your 
goodsejve& 


BcatRqsa^, 



' John Irving 
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- Redacted by the Permanent 
Subcommiiicc on Investigations 


TUE, 15-OCT-02 



19:31 

ALFA-EuO 




tiittiikii 


21. Now Arbot It., 


Moscow, 121019. TaI 



ROWN RU 


TO: 

BAYCML SUPPLY AND TRADINQ LIMITED 

ATTN.: 

President 

Mr. David B. Chalmers Jr. 

CC: 

Mr. John Irving 

FROM: 

ALFA-ECO, MOSCOW 

DATE: 

MOSCOW, October 11, 2002 

SUBJECT; 

Iraqi crude oil 




Dear Mr. Chalmers, 

Wi hereby refer to your telephcme conversation with Mr. Kuzhmichev of October 8, 2002 and our 
agreement on the sale of Iraqi crude oil of October 11. 2002. 

As discussed, the existing retroactive pricing mechanlsnv when the ofRclat selling price it approved by 
ttie UN Security Council Committee after deiiysiy dates, does not reflect the actual market situation. 
Moreover ft Increases oommerciel nsks and in mo« eases leads to the lose of profit 

Thus we believe ftiit the existing pridng mechanism needs to be changed and on our pert we are ready 
to start respective discussions with UN Security Council CommHlea. 

In this connection we would much eppredete if you could render us ell possible assistance we may need 
In these discussions, such as preparation of nGcassary materlais and expert Judgments, as well as your 
participation In the talks. 

We wo^ be pleased to receive your supporting letter to the UN Security Council Committee concerning 
your position with reference to the above mentioned. 

We understand that If the retroactive pricing mechanlam Is changed, there xrm/ appear some additional 
profit we euggeat that eueh additionai profit should be shared between our partfee ae foitowe; 30% to 
Bayoll and 70% to AHa<Eco. 

Looking forward to your soonest reply. 


Best regards. 

LIMITED LIABILITY COMPANY ALFA-ECO. MOSCOW 


signed by 


Alexander Lyssenko 
International Department 
Director 


Countersigned by 



David B. Chalrriers Jr. 

President 
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BAYOIL 


S^ember 9, 1999 

TO; I/Slraivcy of Oil 

Bagdad 
Iraq 

State Oil Muketing Orgasisatioa 

Baghdad 

Baq 

Dear Sirs: 

Wa confinn oiir interest to purchase, sign and nominate immediately a minimum of 
10,000,000 barrels of burah light enide cai during tiie sixth phase for final destination 
Nortii America /Europe/ Far East. 

We also confirm our definite interest to purchase fiom 20*30 million barrels minimum 
evciy Ks. months and for three to five consecntive periods or longer, at your suggestion 
and discussions. 

We are prepared to contract with you through our Bahamian company or any of our 

oinUates, 

Sincerely, 


Auguato Giangrondi, 

Chairman 

For azid os behalf of 

Sayofi Supply & Trading Lunited ^OTCO, Bahamas) 






- Rediicicd by the Permanent 

1 Permanent SubcomniiUec on InvesliKations 

1 EXHIBIT #38 
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BAYOIL 


S^i»nber9, 1999 


TO WHOM IT MAY COWOglMfft 


We herewith coniinti never to htve aald directly or to Itf&el end ftmher 

confirm that this pottc^ Teraiin pwnnuiHally in ilnce dudng the entrrr; vnlMily of nur 


contrad. 


Signed: 



Auguato GiAagrandl, Chalraun 
For and on behalf of 

BayoU Sutpply & Trading Limiicd (BOTCXJ, Behnnuis) 




Redacted by the J^ermanenr 
Subcommittee on fnvestiejnr.n'; 
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ITALTECH Sri 


P. IVA; 


Scdd lci;ulii fl aiahiliiiieiUu: Via G.B. Cuuiini. 24 ringn»Ki Vtu P. UoiMinil - 37131 LIVORNO • HALY 


= Redacted by the Permanent 
I Subcommittee on Investigations 


TO WHOM IT MAY CONCERN: 


We herewith confirm never to have sold directly to Israel and further 
confirm ,that this .policy will remain permanently in force during the 
validity of our contract. 


Livorno, September 8“' 1999 


Signed 



Sergio Carlini 
Director 
ITALTECH Sri 


Permanent .Suhconimiltee <in ln%vslit;alions 
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davidc 


= Redacted by the Permanent 

j Subcommittee^onjnvwti^^^ 


From: 

Sent: 

To: 

Cc: 

Subject: 


irving 

Saturday. October 
David Chalmers Jr 

Bobby Hamblin; jfll||m||HHHm||H^^an Johnston 
Conversation withRmrr^n^M^TOcIoce^olf^m (London time) 


Fatim 

1) SOMO have recieved the nom. for Imbbls 1st Dec 2003 on the Antonis 
Angelecoassis . She has sent official response to Bayoil in Houston / 

Bahamas!?). The ship is on subs until 12 noon Houston time Monday 27th October. 


Mr A 

1) Mr A received my 2 (the second one was just scxne innocuous mkt report) e mails 
for which he was very grateful 

He told me that there was a report in Platts that the Saudis had 25mbbls 
offshore but I said I had not seen it-our wor)c was just our_ own analysis 

which we were happy to share with him. He said "thanlc you very much". I told 
him we were looking at some of the smaller ship fixtures ex Caribbs etc and 
that we would revert with more understanding on this subject. He said "thanlcs" 

2) Mr A informed me that there is a report (in Platts) that a "trader" has sold half 
their cargo "term" and the other half at 

"spot" at -3.10. I told him that it was not us and I would loo)? into it and let him 
know. He said "I think I know who it is" 

I told him that I would revert on this on Moday if I could get further info. 

3) I told him that I would like to develop with him next week the likely 
supply projections into next year of OPEC and Non- OPEC with a particular 
view towards likely Iraqi production profile and how all these factors would 
link into the overall demand for sour crude. This would obviously lead to a 
discussion on spot sour prices and examination of the OSP price setting risk (we did not 
discuss that last point-this will obviously come out) . I said 

that I would send him this study on e mail and he said "thank you very 

rauch-I (he) would look forward to it". I said all this should be viewed in 
terms of defending mkt share as prodn portfolio increased. 

4) I Cold him that in consideration of the above subject that we were 

currently examining the core demand as defined by the ratio between "term" 

core usage and "spot sales" of basrah and that this work was nearly 

finished. He said: "Oh Good-I would really like to see that" 

5} I told him that we were interested, as in the past, to move bbls to Europe and 
that perhaps we should jointly look at this. 

He said that "Basrah in Europe was a special case with relatively thin and defined 
characteristics notably with the Spanish 

Cepsa and Repsol and ENI{Agip) and API" (chartered a vice in Novemeber-this 
will undoubtedly be for "spot" because they tend to only take about 

eOOkbbls a time into Faconarra-perhaps they are fronting for someone else. I 

will ring Fabio on Monday. Mr A did not mention Shell or Exxon-which makes 

me feel that API might be "pooling" in Sidi for the refiners in Lavera 

(BP, SHELL, EXXON) . Prob not Total since they never liked Basrah in Lavera for quality 

reasons ) . 

Obviously if this "API arrangement" is what I think it is then this clears 
the way for Shell etc to sell more Basrah -out of their term supply 

contracts- on the spot market. So, in other words, the subjects are linked 


Permanent Subcommittee on Investigations 
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I did not mention to Mr A that perhaps we could prepare for him some 
pricing ideas for EUROPE because of his somewhat negative stance on this 

subject. What I will do is prepare something for him and send cnce we have 
agreed the format. I will do this next week. 

6} Mr A saw the expansion into Europe basis Kirkuk and told me, to his 
knowledge, that the pipeline had not started yet(ie leak not mended). I 
will check this. Mr A definitely thought that increased mkt share in EU 
would come from Kirkuk and not Basrah. I mentioned some new places (eg 

Roumania) and he immediately said Roumania "too far away and too close to Kovorossisk" 
said this so quickly that I guess he has already been approached (VITOL,GLENCORE?) 

7) I respectfully asked him. if policy towards Israel had changed and he said "NO 

8) I did not talk to him about S Africa and on the West Coast that there 
were independents whom we have delivered to in the past. He did not make 
any comment on this and I did not add any more. 

9) I told him that there were some aspects of pricing into US that we 
needed to clear up -and would he mind if we sent him some work on this. Re 
said "not at all". I said that he would be working on Dec OSP soon and we 
would like to give him some ideas before that process. He indicated that 
that was OK. 

I told him, for the sake of good order, that our nomination was accepted by 
Fatim and thanked him. He wanted to know details and I told him that it was 
co-load on a Chevron ship that, in itself, was loading Imbbls from Neutral 
Zone. I told that the bbls were going probably to CITGO but details were 

still being discussed, these details not being limited co his OSP deliberations for 
December that he would soon be addressing. 

Overall Mr A was friendly. 


OK 
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[This is a cover sheet] 

Appendix no. (3) 

Loadings of the crud oil for the account of Jordanian Al Alfiyah company 
(Akram shaheen) 


Pg53 

Taha Al-Gazarawi (member of high command in Saddam regime) and Minister of Oil- 
Samir Abdul Aziz AI Najem, were given instruction to assign oil to Al Feyia Al- 
Ordonyia Co, but it was outside the agreement of 13 stages, but it was part of an 
Iraq/Jordan Protocol Agreement (Feb- Mar 2003) 

Al Feyia deposited 49,783,428.48 Euros in a Jordanian bank for the benefit to Taha Al- 
Gazarawi and Samir Abdul Aziz Al Najem 

Khor Alamyia Port: 7 shipments of oil was sent out thru that part equal to $53,360,022.15 
USD ($50 per ton) exchanged to Euros (49,523,675.71) and deposited in a Jordanian 
bank and later on was transferred to Iraqi Central Bank account in Jordan. 


Appendix no. 3 

Loadings of the crud oil for the account of Jordanian Al Alfiyah company (Akram Shaheen) 

According to a coordination and directions from the high command of the extinct regime (Taha Al 
Jazrawi) and with supervision, follow-up of oil minister at that time (Samir ‘Abdul ‘Aziz Al Najim) an 
agreement took place to supply the Jordanian Al Alfiyah Company (Akram Shaheen) out of the 
understanding memorandum according to the border trade contract terms and the loading was 
completed during the months of February and March 2003. 

Bellow are the descriptions of the crud oil shipment loads from port of Khor Al ‘Amia for the benefit 
of Jordanian Al Alfiyah company and the amounts paid by it as follows: 

1- Total amounts deposited by the mentioned company in to our account at Bank of Jordan 
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(49.783,428 / 48)Euro therefore all amounts were deposited in Euro currency as it is described in 
the attached no. (1) Statement. 

2- The total value of loaded amount of crud oil (53,360,022, / 15) Dollars counted on base price of 
50 Dollars per one ton and transfer tool\k place of the mentioned amount to Euro currency and 

according to the exchange price at the date of shipments loading because the deposits were in Euro and 
the equivalent for the mentioned amount with what equals in Euro is (49,523,675, / 71) Euro, the 
loaded shipment number were seven shipments, all of it from Khor A1 ‘Amia as it is described in the 
attached statement no. (2) And issued invoices were (7). 

3- Transfer took place for all the deposited money in our account at Bank of Jordan to the account 
of Iraqi central bank according to reliable contexts in borderline trade. 


Pg 54 

List/Schedule of oil deposits by A1 ayia (Akram Shaheen) in Jordanian bank (date of 
deposit / amount in Euros) (2/16/2003 - 3/17/2003) 

Page 54 full translation Linguist 557 

Date; o4 / 05 / 2004 


Statement No. (1) 

Deposited amounts statement by the Jordanian Al Alfiyah Company, in our account at 
Bank of Jordan- Amman. 


Deposit in 

Euro 

Date of 
deposit 

Bank name 

Depositor’s 

name 

Name of contracting company 

6,979001.00 

16/02 /2003 

Bank of Jordan 

Akram 

Shaheen 

Jordanian Al Alfiyah company 



Same 

Same 

Same 

7,713249,64 

06 / 03 / 2003 

Same 

Same 

Same 

7,200.072.00 

1 1 /03 /2003 

Same 

Same 

Same 

4,621,072,09 

16/03 /2003 

Same 

same 

same 

3,673,094.58 

17/03 /2003 

Same 

Same 

Same 

49,783,428.48 

Blank 

Blank 

Blank 

Blank 


Note: Amounts been deposited in Eurocurrency. 

Pg55 

Schedule H2: shows quantity of crude oil, how many barrels in ton / price per ton. Total 
amount is in Euros/USD as on pg 53. 
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. = Redacted by the Permanent 
Subcommittee un lnvestiganons_ 


MILLENIUM 
Phone +962 




TRADE OF RAW MATERIALS & MINERAL OILS 


- Fax +9624 


I - Mobile +9621 


From: marine & Oil Operations 

FAX: +962 

To: Master of M/T ARGOSEA 


iiTrir ill 

CC: ODIN MARINE, Bob Lubbers 

|^^^^■■^.odin9roup.com 

CC: 

... . 

REF: TCP ARGOSEA / MILLENIUM DATED 6 FEB 2003 / VOY 1 , 


PRIVATE & CONFIDENTIAL DATE: 9 FEB 03 


SUBJECT: VOYAGE INSTRUCTIONS. 

DR CAPT VLADIMIR 

CHARTERERS INSTRUCTIONS FOR THE VOYAGE FROM FUJAIRAH TO 

MINA BAQR ARE AS FOLLOWS: 

1- DEPART FUJAIRAH ON 10 FEB 2003 AT 00:01 HRS L.T. 

2- PROCEED ON NORMAL NORTHBOUND SAFE COURSE TO MINA 
BAQR. 

3- THE US NAVY WILL CALL YOU OFFSHORE BAHRAIN FOR 
VESSEL'S INSPECTION. THEY ARE ALREADY AWARE ABOUT 
YOUR PASSAGE AND ITENIRARY. AUTHORIZATION IS GRANTED 
FOR YOUR SHIP TO PROCEED TO BAQR AND BACK TO 
FUJAIRAH WITH FULL CARGO LOAD. PLS COOPERATE AS 
USUAL AND PROVIDE U.S. NAVY WITH ANY INFORMATION THEY 
REQUIRE. 

4- ONCE CLEARED TO RESUME VOYAGE, STEAM AT A SPEED 
ENABLING YOU REACH NORTH ANCHORAGE, IN VICINITY OF 

. BAQR TERMINAL ON 12 FEB 03 BY 03:00 GMT. 

5- REPORT TO MINA BAQR PILOT AS SOON AS PRACTICABLE TO 
AVOID ANY DELAY. YOU WILL BERTH ON ARRIVAL. 

6- THE AGENT AT BAQR ARE MESSRS GENERAL ENTERPRISE FOR 
MARITIME AGENCIES. 

7- YOU WILL LOAD CRUDE UP TO MAXIMUM SHIP'S CAPACITY, MAX 
DRAFT 21 M. 

a- WHEN LOADING COMPLETED, PROCEED TO FUJAIRAH. 

9- FOR YOUR RETURN VOYAGE. SAME ARRANGEMENTS APPLY. 

10- REPORT BY PHONE/FAX AS APPROPRIATE AT FOLLOWING 
STAGES: 

a. DEPART FUJAIRAH 

b. CLEARANCE TO RESUME VOYAGE 

c. SECURING AT TERMINAL 
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d. COMMENCEMENT OF LOADING 

e. COMPLETION OF LOADING 

f. ARRIVAL FUJAIRAH 

g. ALSO, DAILY AT 06:00 & 18:00 GMT 

11- UPON LOADING COMPLETION, MASTER IS AUTHORIZED TO 
SIGN A RECEIPT FOR THE QUANTITY OF CARGO LOADED. 

12- MASTER AND ALL ADDRESSEES ARE REQUIRED TO MAINTAIN 
THE CONTENT OF THIS MESSAGE AS HIGHL CONFIDENTIALITY. 

MOREOVER, APART FROM CARGO WORKS AND 
MINIMUM NORMAL ROUTINE SHIPPING 
FORMALITIES, MASTER TO ENSURE THAT NO 
INFORMATION OF ANY KIND IS GIVEN TO ANY 
PERSON III REPEAT ANY PERSON III AT THE 
LOADING PORT WITH REGARD TO ARRANGEMENTS 
MADE OR MENTIONED HERE ABOVE. 


SHOULD YOU HAVE ANY Q UERY AT AN Y TIME, DO NO T HESITATE TO 
CALL ME ON MOBILE +962tfflBBPDR OFFICE -t-96JlBBilfeEXT 


BEST REGARDS 


Capt Jamil SAYEGH 

MARINE & OIL OPERATIONS MANAGER 


~ Redacted by the Permanent 
Subcommittee on Investigations 
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"Dave & Theresa Russell" 


02/17/2003 05:50 PM 



Subject: Re: Telcoa 


Peter 

Thanks for the additional info. 


= Redacted by the Permanent 
Subcommittee on Investigations 


We're still checking on this curious event. I still don't understand it, or how these people 
think they can get away with this. 


Dave 

Original Messag e 

From: 4 

To:S 

Sent: Monday, February 17, 2003 6:45 PM 
Subject: Telcon 


Dave, 

Please be advised that vessel name is "Argosea" - Malta Flag 
134.000 DWT 

Management: Columbia Shipmanagement (www.columbia.com'^ 
Owner: Cosmic Marine Co. Ltd. 


PB 
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Message Printed on 2/20/2003 12:58:29 PM by RL RefNum:RL2111637 

From/To; ( "Charalanibos Hajimichael'' 

Msg Recvd/Delivered: 2/20/2003 12:38^^^^^^ 

SUBJ: TCP ARGOSEA / MILLENNIUM DATED 6 FEB 2003 / VOY 01 


ReplyTo: "Charalambos Haj imichaeVM 
From :, "Char alanUsos Haji ndch a el” 

To: 


Subject: TCP ARGOSEA / MILLENNIUM DATED 6 FEB 2003 / VOY 01 
Date: Thu, 2 0_Feb 20 03 19j2_8 ;43 +0200 (GTB Standard Tlnie) 
Message-Id: 


To : PETRIAN 

ODIN MARINE 

MARINE S. OIL OPERATIONS 


TO : PETRIAN 

CC : ODIN MARINE 

ATT: Bob Lubbers 

CC : MARINE & OIL OPERATIONS 

FM : TSAKOS, HELLAS 

DD : 20.02.2003 MSG: HH. 200203-09 

RE : TCP ARGOSEA / MILLENNIUM 6 FEB 2003 / VOY 1 
URGENT - URGENT - URGENT 
STRICTLY CONFIDENTIAL 

We have been contacted by a Journalist from the Wall Street Journal advising that ARGOSEA 
loaded from KHOR AL AMAYA Terminal (IRAQ) which according to his reports it is not a "UN 
APPROVED TERMINAL", According to the Journalist the ONLY ON APPROVED Terminal is MINA AL 
BAKR 

In addition we have just been advised that an ON officer has called ODIN MARINE (Broker) 
advising them that vessel has loaded from a non ON approved Terminal. 


The facts as know to us are as follows: 

1. Charterers original instructions were for vessel to load MINA AL BAKR 

2. On this basis the vessel reported her entry to Iraqi waters to the UN Check Point off 
IRAQ, to load from MIMA AL BAKR. 

3. Upon arrival at MINA AL BAKR the Charterers instructions were for vessel to load from 
KHAWR AL AMAYA Terminal. 

4. The vessel shifted from MINA AL BAKR anchorage to KHAWR AL AMAYA terminal. During 

this passage the vessel was contacted by an UN Naval vessel to whom the Master reported 
that he is proceeding to load from KHAWR AL AMAYA terminal. The UN Naval vessel 
acknowledged this advice and told the Master that it was OK to proceed. 

5. Vessel loaded as per Charterers instructions from KHAWR AL AMAYA Terminal. 

6. The Master reported that it was the first vessel that loaded since 1960. 

7. The vessel was not given by Charterers a UN number, prior entering Iraqi waters. 

8. The vessel was not given any documents at loading port. 

9. The Master reported that Charterers representatives has completed measurements of cargo 

at abt 1900 hrs today and Master was instructed by Charterers reps to proceed outside 
territorial waters KHOR FAKKAN and drop anchor, awaiting Charterers further instructions. 

We demand a full and clear explanation from Charterers to enable us to respond to Press 
Records and UN advices that the vessel has loaded illegal cargo from a non UN approved Iraqi 
terminal. We further demand full disclosure of UN permissions and clearances to load from 
the KHAWR AL AMAYA Terminal. 


Ri;dacted by die Pennanent 
„._^_Sub£QnTmictce on Investigations 


Best regards, 

Capt . Thomas D . Bellas 


Message Continues . . . 
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2/21/03 Wall St. 3. A1 
2003 WL-WS3 3959930 


The Wall Street Journal 

Copyright (c) 2003, Dow Jones & Company, Inc. 

Friday, February 21, 2003 

Iraq Is Shipping Large Cargoes Of Crude, Violating U.N. Rules 
By Alix M. Freedman and Bhushan Bahree 


Corrections fk Amplifications 

A PAGE-ONE ARTICLE on Friday identified International Marine Transportation as the owner of a 
tanker named Eagle on the basis of information from a shipping registry. A spokesman for 
International Marine said there are several tankers called the Eagle and that his company's vessel 
hadn't transported any Iraqi oil. (WSJ Feb. 24, 2003) 


In an apparent effort to enrich the regime of Saddam Hussein, Iraq has resorted to Illegally sending 
large shipments of oil through a port called Khor al Amaya in recent days, U.N. diplomats and oil- 
industry officials say. 

Under the United Nations' oil-for-food program, Baghdad is permitted to export its oil, subject to U.N. 
supervision, through only two terminals: Ceyhan In Turkey and Mina al Bakr on the Persian Gulf. As 
part of economic sanctions the U.N. imposed to punish Iraq for its 1990 invasion of Kuwait, all of 
Iraq's oil revenues through such sales go Into a U.N. -controlled bank account that Is used for 
humanitarian assistance for the Iraqi people and to pay war reparations. 

U.N. diplomats say that Iraq has smuggled oil on barely seaworthy vessels from Khor al Amaya in 
recent years. But this marks the first time that Iraq has turned to reputable shipping companies to 
Illegally transport large shipments - one million barrels of crude and more. 

"These Iraqi shipments are huge," said one U.N. diplomat. "Until now their smuggling activities were 
on vessels that were about to sink, but these are ones where they have managed to dupe reputable 
ship owners." Richard Grenell, spokesman for the U.S. ambassador to the U.N, John Negroponte, 
denounced the shipments as "Immoral." 

A White House official said he was not aware of the reports of Illegal oil sales. But, he added, "It's no 
secret that Saddam Hussein has, over the years, been successful in gaining revenues from sales of oil 
outside the oil-for-food program. We believe his revenues had reached the point of $3 billion a year." 

The Iraqi ambassador to the U.N, declined to comment. 

With the possibility of a military assault by the U.S. looming, U.N. diplomats say that in recent days 
seven tankers — some capable of carrying as much as two million barrels — have arrived at Khor al 
Amaya, which is located near the authorized port of Mina al Bakf. For Instance, a ship called the 
Argosea, owned by the Greece-based Tsakos Group, one of the world's largest tanker companies, 
illegally loaded roughly one million barrels of oil Feb. 18. The value of this cargo alone was about $25 
million, people familiar with the matter estimate. Much of that would flow back to Baghdad's coffers. 

It couldn't be ascertained who Intended to purchase the crude oil. 

In Athens, Harry T. Hajimichael, a general manager for Tsakos, declined to provide any loading 
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details about the Argosea, citing privacy agreements with charterers. "I'm not going to say anything." 
he said. Mr. Hajimichael stressed: "We loaded only legal cargo and the vessel's movements and 
loading operations were duly reported to the U.N. checkpoints." He added the Argosea is now off 
Fujairah In the United Arab Emirates. 

Another tanker called the Eagle, which shipping registiies show belongs to International Marine 
Transportation in Leatherhead, England, also began loading Feb. 19, at Khor al Amaya, the U.N. 
diplomats say. No one was available to respond to phone calls placed to International Marine 
Transportation to confirm the ownership of the Eagle or any other specifics. 

One shipping broker responsible for at least some of the vessels that ultimately wound up at Khor Al 
Amaya was Odin Marine Inc. of Stamford, Conn. Citing confidentiality agreements, David E. Young, 
an executive vice president at Odin, declined to provide any details about those Involved in chartering 
the ships. But Mr. Young stressed that until Odin spoke with a U.N. representative Wednesday night, 
the firm had no idea that anything may have been amiss. 

"The bottom line was that we were told that all the cargoes would be lifted out of the U.N. -sanctioned 
port of Mina al Bakr," Mr. Young said. He added that Odin "Is cooperating with the U.N. to insure that 
everything is being done legally." 

Some ship brokers — who act as middlemen between ship owners and those wishing to charter 
vessels — say they were contacted earlier this month by Millennium for the Trade of Raw Materials & 
Mineral Oils of Amman, Jordan, seeking to charter ships for a certain period of time. People within the 
oil industry say Millennium, which claimed to be acting on behalf of Jordan's ministry of energy and 
mineral resources, initially Instructed vessels to proceed to Mina al Bakr and await local instructions — 
which turned out to be load at Khor al Amaya. 

Neither Millennium nor Jordanian officials could be reached for comment. 

Khor al Amaya was badly damaged during the 1980 to 1988 Iran-Iraq war and was later destroyed 
by allied warplanes during Operation Desert Storm. An effort by Ingersoil Dresser Pump Co. to repair 
the port was blocked by the Clinton administration. The Iraqi regime subsequently repaired the 
offshore oil terminal on its own. Ingersoil Dresser, once a French subsidiary of a Joint venture 
between Ingersoll-Rand Co. and Halliburton Co., now is owned by Flowserve Corp. 

According to U.N. diplomats, the Maritime Interception Force, which Is supposed to Intercept cargo 
originating from Iraq that isn't authorized by the U.N. has just been made aware of Iraq's Illegal use 
of Khor al Amaya. Reached In Bahrain yesterday, however, Jeff Alderson, an MIF spokesman, said 
that he had "no information as of right now" about the possible shipments, but added that as a 
matter of policy the MIF doesn't comment until after a ship has been halted or cleared. 

This isn't the first time that the Iraqis have successfully circumvented U.N. sanctions. As previously 
reported by The Wall Street Journal, Iraq until recently Imposed Illegal surcharges on every barrel of 
oil it sold through the oil-for-food program, contributing as much as $300 million to the regime's war 
chest. Iraq abandoned that practice in September. 

In addition, the regime reaps profits outside the oll-for-food program from illicit sales through Syria 
and other channels. 

Under the oil-for-food program, Iraq's oil sales have been running at about 1.7 million barrels a day 
in recent months, according to the U.N. At Its peak, Iraq exported about 2.1 million barrels a day 
under the program. 
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Message Printed on 2/21/2003 1:31:06 m by RL Re fNi:jn: RL2114009 

From/To: Petrian Shipbrokers 

Msg Recvd/Deiivered : 2/21/2003 12:41:16 PM 


ATTN: 

PAUL MARTIN^ 



SUBJ: 

ARGCSEA/MILLENIUM 



REF: 

VRT211400S 



FROM: 

ODIN MARINE, INC. - 

LARGE TANKER DEPARTMENT 


DATE: 

2/21/2003 



TIME: 

12:41:16 PM 



ATTN: 

PAUL MARTIN^ 



SUBJ: 

ARGO SEA/MILLENIUM 



PAUL, 

PLS SEE FOLLOWING 

FROM CHARTERERS AND PLS PASS IT ON TO 

OWNERS 


+-I-++++++++++++-I-+ 


STRICTLY PRIVATK & CONFIDENTIAL 


Thank you for your fax regarding the Vioiando. While we understand 
that the owner may get alarmed by today's article in the Wall Street 
Journal, we would like to emphasize that, this matter should not be of 
any concern to the owner or any other party. The merits of our 
agreement as originally initiated by us are still the same and nothing 
has changed. Furthermore, all of our earlier undertakings and 
indemnities are still valid and shall apply. 

Once again I would like to reaffirm that this operation does have a 
legitimate cover and we will not fall into the trap of being under the 
influence of newspaper articles nor should the owners. Being so 
skeptic and nervous about any incident such as this will not do any 
benefit and will only superficially and unreasonably jeopardize the 
process . 

Furthermore, we kindly advise the owners to keep the status-quo as is 
and that they should only accept written inquiries and respond after 
liaisoning with us and in conformity with the confidentiality 
agreement they have signed. Apart from that, journalists, reporters, 
and other parties impersonating officials may only cause unjustified 
defamation damage to the contracted parties of this operation and 
therefore, efforts should be exerted to keep this matter out of the 
spotlight . 

Once again, we assure you based on our agreement that the owners will 
not be subject to any legal procedure initiated against them of 
whatsoever nature due to this operation. The fact that further 
documents and information could not be provided does not and should 
not lead to the impression that this is an illegitimate transaction and 
hereby request all parties to adhere and abide by the confidentiality 
agreement we have . 

Noting that the owners are aware of the ships that have been granted 
safe passage while going in and out, including the Vioiando, should 
give them the extra comfort and reaffirm all the above. 

It is worth noting that the owners are in contract with us through 
Odin Marine and they have nothing to do with the Iraqi side; and I 
assure you that we as Millennium for the Trade of Raw Materials and 
Mineral Oils are not acting on behalf of the Iraqis. Neither the 
broker or the owners can be held liable in this regard; and we assure 
you of our commitment towards all parties involved. 

In conclusion, it is very important to note that the actions of the 
owners cannot be based merely on newspaper articles and unfounded 


Message Continues... 
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Page ; 2 


RefNum: 2114009 


• f 

information. More importantly, as you are fully aware, any vessel 
carrying illegal cargo is subject to confiscation, and that the sole 
authority and party to carry out such confiscation is the ON Naval 
Forces. Considering that as stated above the ships are granted safe 
passage in and out by the UN Naval Forces only confirms the legitimacy 
of our operation. 

This letter is for the sole use of the addressee and could not be 
circulated to any other party without our written consent. 

Jamil Sayegh 

Millenium Marine Division 


++++++++++ 


++++++++++ 


BEST REGARDS 
M. RICHARDS 
ODIN MARINE INC. 


- Redacted by the Permanent 
^^^^^^ubcommhtee^oiihTvesngatio^ 


End of Message 
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Message Printed on 2/21/2003 3:56:56 PM by RL RefNum:RL2114331 

From/To: Petrian Shipbrokers 

Msg Recvd/Delivered : 2/21/2003 3:44:28 PM 

ATTN: Paul Martin 

SUBJ: ARGOSEA / MILLENIUM 


REF: VRT2114331 

FROM: ODIN MARINE, INC. - LARGE TANKER DEPARTMENT 
DATE: 2/21/2003 
TIME: 3:44:27 PM 

ATTN: Paul Martin 

SUBJ: ARGOSEA / MILLENIUM 

PLEASE SEE FOLLOWING FROM CHARTERERS: 


RE: VESSELS ON CHARTER TO MILLENIUM 

A FINAL WORD FROM OUR SIDE TO ODIN MARINE AND THRU THEM TO ALL OWNERS 
OF VESSELS CHARTERED TO MILLENIUM, WE HEREBY REQUEST ALL PARTIES TO 
Refrain communicating with the media or disclosing any information as 
PER OUR charter PARTY AND CONFIDENTIALITY AGREEMENT. AS WE NOTED 
NUMEROUS DETAILS HAS BEEN DISCLOSED AND PUBLISHED IN THE MEDIA 
REFLECTING SOME DETAILS ABOUT OUR CONTABACTUAL AGREEMENTS. THIS IS IN 
NO DOUBT A GREAT VIOLATION OF ALL THE DOCUMENTS WE SIGNED. 

MORE IMPORTANTLY AND AS A FINAL STATEMENT OUR TRANSACTION HAS THE 
LEGITIMATE COVER. THE ARABIAN GULF WHERE ALL VESSELS ARE OPERATING IN 
AND WITHIN ARE UNDER THE FULL CONTROL AND STRICT SCRUTINY OF THE UN 
NAVAL FORCES THROUGH AN AIR TIGHT CONTROL AND OBSERVATION SYSTEM. 

SHOULD ANY UN OFFICIAL IN WHATEVER CAPACITY DOES HAVE ANYTHING, THEY 
SHOULD BE COMMUNICATING WITH THE LAW ENFORCEMENT IN THE GULF (UN NAVAL) 
AND PASS ON THEIR REMARKS AND OBSERVATIONS ASKING FOR FOLOW UP FROM THE 
UN NAVAL FORCES. IT REMAINS WITHIN THE UN NAVAL CAPACITY AND AUTHORITY 
TO VERIFY AND SCRUTINIZE THE INFORMATION THEY ARE RECEIVING FROM ANY UN 
OFFICAIL IN NEW YORK AND TO TAKE THE NECESSARY ACTION. SO FAR AND 
REFLECTING THE LEGITIMACY OF OUR OPERATION, THE PAST EXPERIENCE WITH 
THE PREVIOUS VESSLS AND THE UPCOMING ONES REFLECT THE REALITY AND WE 
LEAVE IT FOR YOU TO DRAW YOUR OWN CONCLUSIONS. 

ODIN AND/OR OWNERS SHOULD NOT COMMUNICATE WITH ANY THIRD PARTY OF 
WHASOEVER CAPACITY OUTSIDE THE CHARTER PARTY AGREEMENT TO DISCLOSE ANY 
INFORMATION, PARTICULARLY THE MEDIA. 

THIS IS A FINAL STATEMENT TO ALL TO CLOSE FIILES AND CONTINUE BUISNESS 
AS USUAL AS PER THE CHARTER PARTY AGREEMENT AND ALL OTHER APPENDIXES. 


REGARDS 

MILLENIUM 


BREGARDS 
VASSILIA RAPTI 
ODIN AMRINE INC. 


Redacted by ihe Permanent 
Subcommittee on Investipafinn, 



Message Continues... 
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Message Printed on 2/24/2003 5:57:51 PM by RL RefNum:RL2117428 

From/To: Sayegh, Jarail/SBIG Holdings (private) 

Msg P.ecvd/Delivcred: 2/24/2003 5:51:15 PM 

ATTN: Jamil Sayegh 

SUBJ: FROM MICHAEL RICHARDS 


REF: MHR2117428 

FROM: ODIN MARINE, INC. - LARGE TANKER DEPARTMENT 
DATE: 2/24/2003 
TIME: 5:51:15 PM 

ATTN: Jamil Sayegh 

SDBJ: FROM MICHAEL RICHARDS 

GOOD EVENING JAMIL, 

- SEA VICTORY 

WE SUGGEST THAT THE FIRST HIRE PAYMENT IS REMITTED IMMEDIATELY FOR 
THIS VESSEL AND HELD BY ODIN UNTIL OWNERS RECONFIRM THAT THEY WILL 
FULLY COMPLY WITH THE TERMS AND CONDITIONS OF THE CP AND PROCEED TO 
LOAD AL BAKR/AL AMAYA TO LOAD AS PER YOUR INSTRUCTIONS. ONCE WE HAVE 
RECONFIRMATION IN WRITING WE WOULD THEN GET YOUR AUTHORITY TO 
RELEASE OWNERS HIRE TO THEM. PLEASE CONFIRM AND ADVISE WHEN HIRE 
REMITTED. 

- PLEASE RECONFIRM IF IS IS ACCEPTABLE TO YOU FOR MR. DAVID YOUNG TO 
SPEAK TOMORROW TO COMMANDER HARRY FRENCH IN BAHRAIN. AWAIT YOUR 
REPLY. 

- FYG THE REIEVANT CLAUSE IN YOUR CP'S IS THE CARGO DESCRIPTION CLAUSE 
WHICH READS AS FOLLOWS 

"CRUDE NO HEAT REQUIRED, MAX 2 GRADES W'/NS. 

CHRTRS WARRAI'JT THAT CARGO TO BE CARRIED IS LAWFUL 
MERCHANDISE ACCORDING TO RELEVANT UN REGULATIONS 
AND INTERNATIONAL LAW. ANY TIME, COSTS OR CONSEQUENCES OF 
BREACH OF ABOVE TO BE FOR CHARTERERS ACCOUNT." 

IN VIEW OF ALL THE HOOP-LA THAT HAS GONE ON IN THE PRESS, AND THE 
PHONE CALLS FROM MR, MORTEN BURR-JENSEN OF THE U.N. SINCE LAST 
THURSDAY, OWNERS ARE REQUESTING THAT CHRTRS SUPPLY THEM WITH 
WRITTEN PROOF THAT THE CARGOES TO BE LOADED IN AL AMAYA ARE "LAWFUL 
MERCilANDISE ACCORDING TO RELEVANT UN REGULATIONS AND INTERNATIONAL 
LAW." - THIS IS BASICALLY WHAT THE VIOLANDO AND SEACROSS 11 OWNERS 
ARE REQUESTING. (SEE OWNERS E-MAILS TO YOU) 

COMMENTS : WE REALISE THAT ALL THE GUARANTEES ARE ALREADY IN YOUR CP 
TERMS AND CONDITIONS . HOWEVER IF THESE CARGOES ARE NOT LAWFUL WHICH 
IS BEING INSINUATED THEN ALL YOUR GUARANTEES ARE NOT VALID. 

ALSO NOTE IN YOUR CP UNDER YOUR GUARANTEE TO THE OWNER IN THE FIRST 
PARA IT READS AS FOLLOWS 

" . . TO IMPORT CRUDE OIL FROM BASRAH BY SEA TANKERS ACCORDING 
TO A SPECIAL PROTOCOL AND ARRANGEMENTS IN LINE WITH THE 
UNITED NATIONS MEMORANDUM OF UNDERSTANDING..." 

WHY CANN'T YOU SHOW THE OWNERS THAT MEMORANDUM ????? THIS WAY YOU 
WOULD SOLVE YOUR PROBLEM IMMEDAITELY AND WE ALL CAN GET ON WITH THE 
BUSINESS AT HAND. REMEMBER THIS CAN BE DONE STRICTLY IN ACCORDANCE 
WITH THE CONFIDIENTIALITY AGREEMENT. 


PLEASE ADVISE YOUR COMI4ENTS . THANK YOU. 


Message Continues... 
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Maaaage Printed on 2/l3/aooS SsSysSS PM by ILefNum:D5Y2ll9S31 


Protn/To; |>(ichael Ricbazds 

Msg RGovd/Deliveredt 2/25/2003 ailltl? PK 

SUBJ: Caniciren.Qe call 

sBBi«HaoDaB«s;sssKBBvsMBBaainBBSBBBBta<iBBeBe]0aii«itiw«sa=S3aanEBGit3saBaBaBa» 


= Redacted by the Permanent 
Subcommittee on Investigations 


From:_ 

Tos ' I, 

Subject I Conference call 
DaCBj Tua, 2S Feb 3003 30 » 30 « IS »0aOQ_ 


Sod day Micahel 


Heference is i|iada to the confereoce call that jupc tooX place between 
Mr. Khaled Shaba ea, your good self; Kr. David Yeung, In the praBence 
of 

Hr, Ahad Sukhon and iBy0elf. The following wee agreed co in the 
eanf erenea eall i 

1. All eharcered veeaele coming Into Kbawi Amaya to provide the Dn 
Kaval ehecle paint; with the nade of the vaesel, nama of charterer, and 
z:kai»e o£ loading ^rt. This caoniuzilcatien to take plaoe between the 
M&ater a£ che ceneexsed veasel and Whichever UK ^val phlp on duty in 
cha vicinity. 

2 . tTpon c u ngletioh of loading and while approaching Cha Utt Naval 
check point, the Maatar to contact the Utf Naval ship on duty at that 
time and give them all the detaile including quantity lo&dedt name of 
Charterer, the terminal of loading and chan get the neoeeaary 
clearance 

aocordiegly. 

a. At anchorage, Master will contact CocBOiander fiarry Pranoh end gat 
the MO OBJECTIos meeaage from him. Mr. Young of Odin Marine to 
contact 

Commander French as well in order so verify and eenClxt) the 
eamsunicabion faetvaen the Kaatar and Commander French. Me. Young will 
seek Che NO aBJSC<rioN raeasage in the text end format agreed between 
us. 

«• It is worthwhile noting the followlagi 

A. It bad been peaeed on to Chorterere that Commajider French has 
been ahowered by various faxes and e-mails from the Ownere. Findly 
ask 

all Ovnera to refrain from doing so. 

B. Mr. Young and the ship Masber are the only parties entitled to 
contact Cemnander French. 

C. The mesBage that should be sent fay either the ship maater or Mr. 
Yeung is the fallevlng; *>(70 ore loading crude oil fregi the termlnel at 
Khawc Anaya for Millttmlun. do you have any objection?’ It is very 
edvantagemis that Kr. Youi^ served la the Coast Quard as he can ralate 
to and utuieratand the situetisn and bow efClcars feel uacomfortabla 
about going through imneceeeary extended aenaunleatlona 

I am very happy that we have reached a etage where we oan go back bo 
concencrate on the bualnesa at hand and everyone obtains the oottfort 
they seek. 

f 

Charterers kindly ask the Brokars as well as Owners to refrain from 
giving any atatemsats to the media ee it only ad^ more fuel to 
current 

situation. All parties cohceraed (Charterers, owners, Brokers} should 
Binply state that tl»y have signed a confidentiality agreement and 
they 

are bound by It. 



Kepeage Continues... 
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Message Printed on 3/4/2003 5:49:06 PM by VRT RefNum: VRT2127867 

From/To: Silver Line Limited 

Msg Recvd/Delivered : 2/28/2003 7:58:06 PM 

ATTN: David Milligan 

SUBJ: ARCADIAN 1 / MILLENIUM 


REF: MHR2127867 

FROM: ODIN MARINE, INC. - LARGE TANKER DEPARTMENT 
DATE: 2/28/2003 
TIME: 7:58:04 PM 

ATTN: David Milligan 

SUBJ: ARCADIAN 1 / MILLENIUM 


ARCADIAN 1 / MILLENIUM 


FOLLOWING HAS BEEN RECEIVED THIS EVENING FROM THE CHRTRS WHICH THEY 
HAVE ASKED MUST BE KEPT STRICTLY PRIVATE AND CONFIDENTIAL AS PER THE 
CONFIDENTIALITY AGREEMENT 


STRICTLY PRIVATE S CONFIDENTIAL 


Per your telephone conversation with Mr. Khaled Shaheen regarding the 
situation of the vessels where he briefed you about the legal basis 
for Jordan 

s imports of Iraqi oil. The following, in no doubt, will 
explain the platform on which the Government of the Hashemite Kingdom 
of Jordan provided Millennium with the Power of Attorney to act on its 
behalf and enter into contractual relationships with the owners and 
lift crude oil from Iraq. 

As stated on numerous occasions, neither .the Government of Jordan nor 
Millennium engaged in any transaction that is characteri 2 ed as 
disreputable or lacking a legitimate cover. Although some media 
reports raised some questions, we reaffirm once again that those 
reports are baseless, lack legitimacy, and more importantly driven by 
journalistic sensation . 

Our continuous reluctance and hesitation to divulge more details about 
the operation were due to reasons that concern the Jordanian 
Government and other international concerned parties. Although we 
have verbally explained to Odin Marine the details and proxies of this 
transaction, we cannot further compromise the confidentiality of this 
operation. This has been the raison d'etre for our insistence that 
the Owners and Broker sign a confidentiality agreement in order to 
maintain the privacy of the crude oil lifting. HAVING SAID THAT, WE 
ARE COMPELLED TO REEMPHASIZE ONCE AGAIN THAT THE SAME REASONS STILL 
APPLY AND EVEN A HIGHER LEVEL OF CONFIDENTIALITY MUST BE MAINTAINED 
CONSIDERING THE INFORMATION WE ARE ABOUT TO STATE. 

Jordan 

s interest in and relation with Iraqi oil has been ongoing for 
the past 13 years and after sanctions were imposed on Iraq and 


Message Continues. . . 
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consequently the Oil for Food Program was put in place. The facts are 
as follows: 

1. Article 50 of the UN Charter provides a provision for any country 
that is adversely affected by the imposition of UN sanctions 
against another country# to appeal for a waiver from those 
sanctions and maintain their dealings with the sanctioned country. 

2. The Government of Jordan has invoked Article 50 and continues to 
import all of its crude oil from Iraq without any interruption 
since 1990 according to a special protocol taking place bilaterally 
between the Iraqi and Jordanian Governments rather than through the 
Memorandum cf Understanding Program with the knowledge and consent 
of the UN. The fact that Jordan receives the oil at a discounted 
price and pays for it at its own discretion either through 
providing Jordanian goods in return or by writing off debts 

owed to Jordan by Iraq only means that is solely left to the 
Jordanian Government to agree on the commercial terms with the 
Iraqi Government and how to structure their protocols. 

3. The above has been approved by the UN in general and by the UN 
Sanctions Committee in particular; i.e. approved in line with the 
Oil for Food Program though in practical terms it is not 
hermetically governed by this Program. 

Although this is public information, very few parties are aware of 
it and it is of great importance to Jordan and other concerned 
parties not to highlight these facts. 

4. Despite the fact that United States Laws prevent the US from 
providing foreign aid to any country that does not comply with 
sanctions against Iraq, the US Administration routinely waives 
sanctions in order to provide aid to Jordan, the third largest 
recipient of US foreign aid, with the approval of the United States 
Congress. This undoubtedly demonstrates the full endorsement of 
both “he Executive and Legislative branches of the United States 
Government of Jordan 

s exemption regarding the importation of Iraqi 

crude oil and its approval of the special arrangements between the 
Iraqi and Jordanian Governments..-- - 

All these facts are available for the concerned parties to retrieve in 
Washington DC and are contained in a report issued by the Foreign 
Affairs, Defense, and Trade Division of the Congressional Research 
Service at the Library of Congress and can be obtained through them 
directly using the Order Code 1892117. For your easy reference, we 
will fax a copy of the page of the above mentioned report that 
concerns Jordan and talks about the same subject. 

In conclusion, Jordan has a blanket cover from the UN and standby 
approval for continuous importation of Iraqi crude oil directly and 
according to whatever commercial and other terms they may agree on 
with the Iraqi Government and in line with UN regulations and in 
particular sanctions imposed on Iraq. Lifting places are amongst 
other things left to Jordan and Iraq to decide on. 

Based on all the above, the Jordanian Government through the Ministry 
of Energy and Mineral resources, which is responsible for all oil 
related issues, empowered Millennium to conduct this transaction on 
their behalf as already provided to Brokers/Owners in February 2003. 

Finally, those are the merits of the special arrangements we have been 
referring to all along. All actions taken on the ground recently, 
including but not limited to, the safe passage of the vessels going in 
and out loaded with Iraqi crude oil are a reflection of the legitimacy 


Message Continues. . . 
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of our transaction based on all the facts stated above. 

We hope we made all the facts clear and available to all parties 
concerned. Once again we reiterate the importance of maintaining the 
confidentiality of this matter for reasons already explained to Odin 
Marine . 


Best Regards 


Ahed M. Sukhon 
Vice President & 
Shaheen Business 
Tel:- + + 962 
Fax: ++96 
Mobile: ++962 


Assistant to the Chairman 
Investment Group 



REGARDS 

MICHAEL RICHARDS 
ODIN MARINE INC 


. = Redacted by the Permanent 



Fax : 

Telex 

E-mai 



End of Message 
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Message Printed on 3/5/2003 10:48:57 AM by DEY RefNuin:DEY2128089 

Frcm/To : Multi-dest 

Msg Recvd/Delivered: 3/2/2003 7:06:53 AM 

SUBJ: ARCADIAN I / MILLENIUM DEPARTURE CLEARANCE 


NOTE TO FILE - MARCH 2ND, 2003 
REF ARCADIAN I / MILLENIUM 
FM: DAVID YOUNG 
TO FILE (MHR + RL) 

PRIVATE AND CONFIDENTIAL - FOLLOWING IS A PARAPHRASING OF MY 
CONVERSATION WITH COMMANDER FRENCH - IT IS MEANT AS AN INTERNAL MEMO 
TO FILE AND NOT TO BE DISCUSSED WITH ANY OUTSIDE PARTY WITHOUT FIRST 
DISCUSSING WITH ME. 


THIS MESSAGE MEANT FOR OUR FILE ON THIS VESSEL AND NOT FOR ONWARD 
TRANSMISSION TO ANY OTHER PARTIES WITHOUT FIRST DISCUSSING WITH ME. 

AT 0025 - 0035 NYT MARCH 1ST, 2003 I HAD A CONVERSATION WITH 
COMMANDER HAROLD J. FRENCH COAST GUARD LIASON OFFICE TO USN CENTEU\L 
COMMAND IN BAHREIN. 

I ADVISED COMMANDER FRENCH WHO I WAS, PARTNER IN ODIN MARINE ETC-- , 
THE BROKERAGE FIRM THAT HAS ARRANGED CHARTERS FOR ACCOUNT OF 
MILLENIUM AND THAT THE M/T TANKER 'ACADIAN I’ WAS DUE TO SAIL KHOR AL 
AMAYA MARCH 1ST AT 09CO WITH THE TIDE. COMMANDER FRENCH ADVISED THAT 
THAT HE HAD NO OBJECTIONS. HE ASLO SAID THAT HE WAS SORRY HE COULD 
NOT SAY ANYTHING MORE. I TOLD HIM I COMPELETELY UNDERSTOOD AND DID 
NOT EXPECT HIM TO SAY ANYTHING MORE. 

HE ASKED HOW MANY SHIPMENTS THIS WAS. I TOLD HIM THIS WAS THE THIRD 
VESSEL THAT HAD ACTUALLY LOADED (IE. ARGOSEA, EAGLE AND NOW ACADIAN 
I) HE ASKED HOW MANY MORE VESSEL I EXPECTED. I TOLD HIM ONE VESSEL 
I THOUGHT WAS GOING TO BE CONFIRMED IN THE MORNING (DID NOT MENTION 
NAME OF VESSEL TO HIM BUT WAS THINKING OF M/T SEA VICTORY) . I ALSO 
TOLD COMMANDER FRENCH THAT WE HAD A COUPLE VESSELS THAT WERE HESITANT 
TO LOAD DUE TO THE RECENT PUBLICTY ETC— AND MAY PULL OUT OF THESE 
CHARTER PARTIES. HE RELATED THAT THE RECENT PUBLICTY HAD MADE HIS 
LIFE VERY DIFFICULT AND COULD UNDERSTAND HOW RECENT EVENTS COULD MAKE 
THINGS DIFFICULT IN THIS REGARD. 

I ALSO ASKED COMMANDER FRENCH AS A METHOD OF PROCEDURE IF I COULD 
CONTINUE TO CALL HIM TO REQUEST PERMISSION FOR VESSELS TO PROCEED TO 
AND DEPART FROM IRAQ AND HE SAID THAT WOULD BE OKAY. 

WE HAD A NICE CONVERSATION - I TOLD HIM I HAD BEEN IN THE COAST 
GUARD AND HAD GRADUATED FROM THE ACADEMY IN 1973. I ALSO TOLD THAT 
IN ORDER TO STAY UP THIS LATE ON A FRIDAY NITE THAT I HAD JUST 
WATCHED THE END OF A DOUBLE OVERTIME KNICKS GAME WHERE PATRICK 
EWING'S NUMBER HAD BEEN RETIRED. HE RELATED IT WOULD BE NICE TO BE 
BACK IN THE USA AND HAVE A NORMAL LIFE AGAIN. EVIDENTLY HE WORKS 7 
DAYS A WEEK ETC-- I TOLD I HOPED WE COULD TALK ABOUT ALL THIS ONE 
DAY OVER A BEER WHICH HE SEEMED TO RECEPTIVE TO. 

REGARDS 
DAVE YOUNG 


End of Message 
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Dear Michael: I called the U.S.Commerce Deparlment to ascertain their position on Millenium’s 
charter activities and carriage of Iraqi oil to Jordan's port far the Jordanian government, I was 
referred to Share Lustenow at the Office of the Middle East at 202 482 4442. The number I 
had called at Commerce was for the promotion not restriction on trade, Ms. Lustenow referred 
me to The Office of Foreign Assets Control of the Treasury Department (website 
www.treas-oov/ofac) and referred m e to Ms. Amy Schedlebauer (pronounced Shuttlebauer) or 
Ms. Susan Siena at 4HBH9' I explained the situation to Ms Schedlebauer Including the 
fact that the Charter Party required compliance with UN and International Law and that the 
Owners could be advised to call a default and cease performance. She responded that she 
would have to get back to me. She called back In about 2 hours and said that her office was 
"AWARE OF THE SHIPMENTS AND HAS DETERMINED NOT TO TAKE ACTION". Sho did 
not add "at this time". I noted that a further shipment was sought by Millenenium and did she 
have any advice on that. She repeated the quoted response and would say no more, i asked 
her to contact me if there was any change in position as my client's wished to act In the best 
interests of the U.S. It appears that they do not want to harm Jordan by interfering with its 
quest far oil befare the impending conflict by seizing it. Let us discuss this further with Even. 

Regards, Howard 
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Jordanian cfaartfr-sbips loading cc Iraq 

Througli our market intelligeace we have been able to identify which are the vessels that 
have been put on T/C by charterer, Milknntum, who is indeed working on behalf of 
The Jordanian Qovemment Please find herein the following structure: 

Vessels fixed and loaded 


Vessel Nome 

Owner 

Year 

DWT 

Period 

Rate 

M/T Ardmis 

Polemis 

(76) 

136 

30 days/opt 30 

25-27 K 

M/T Argosea 

Tsakos 

(80) 

155 

30 days/opt 30 

25-27 K 

M/T Seacross n 

Tbenamaris 

(86) 

265 

60 day^opt 60 

30«5K 

M/T Sea Victory 

Elka 

(78) 

132 

30 days/opt 30 

25-27 K 

MTT Eagle 

Dynacom 

(78) 

152 

30 days/opt 30 

25-27 K 

M/T Arcadian 

LMZ(ex) 

(76) 

260 

60 days/opt 60 

3(y35 K 

M/T Marine Pacific 

Salisbury 

(79) 

398 

4$ days/opt 

85 Knee 

*beingused as stocageeffEujairah. So £ir 

we understand this vessel to have onboard- 

iqiprox 2.1 MB 






Vessels fixed but not loaded 





M/T Astro Pegasus 

Polembros . 

(75) 

81 

30 days/opt 30 

25ICnet 

M/T Mint Prosperity Polcmbros 

(74) 

89 

30 days/opt 30 

25Knet 

M/T Endeavor 

Polembros 

(76) 

96 

30 days/opt 30 

25 K net 

M/T Tasman Spirit 

Polembros 

(79) 

87 

30 days/opt 30 

25 K net 

M/T LMZ Christiana LMZ 

(81) 

93 

30 days/opt 30 

25 K net 

Vessds fixed and failed 





M/T Navarino 

Avin Oil 

(82) 

149 

30 days/opt 30 

25-30 K 


M/TViolondo Golandris (03) 308 J 60 days/opt 60 30tOS IC 

This vessel is being replaced with (he following ship: 

M/THuaSan Ocean Tankers (76) 254 did not reach agreement 


The Jordanians fixed most of these ships(6 of them) between Feb 3-12. Owners asked for 
hire to be Paid up-fiont and all ownen received funds except for M/T Navarino which 
coincidentally is tbeship we had on subs loading out of MAB on Feb.S-IOlfarough Odin 
Marine; this particular owner did not receive his hire-payment and went away fixing a 
cargo fiom Kharg Island going into the M£0. Millennium fixed (Aitisnis/Argosea/ 
Seacross n/Sea Victory/Eagle) when the spot market was around 280/WS 65 and 
weakening so these chatterers were able to attain good rates off the spot market Odin 
Marine was very cooperative in giving mo the above referenced structure for all ships 
uiKkr Millennium’s charter and they indicated that all vessels were loading ex MAB and 
discbargiDg into Fujairah with no other specific details. The first controlled Jorttanian 
ship loaded a Khor A1 Maya was the M^ Argosea, this vessel arrived on Feb. 1 1 and 


BAY14-01878 
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B/L around Feb. 17/18; this vessel before loading sal there alongside the berfo without 
loading for three-four days until Chicksans. were able to attain proper Hydraulic pressure 
needed to start pumping oude to the ship- this vessel discharged ex Fujairah and was re- 
d^vered. We know for a feet that M/T Artinus loaded and now is being used as storage 
at Aqaba(Red Sea) alongside ndth M/T Berge Chief The M/T Arcadian also loaded and 
has been reported as sold to undisclosed Buyer which has been rumored in the market to 
be the Jordanian Govermneiit- again this has not been co nfirm ed- M/T Eagle loaded and 
drifted off Fujairah as of the 3”* decade Feb but also discharged ex Fujairah. 

M/T Seacross II arrived at the North Anchorage Area on Feb.23/24 for loading at Khor 
AI Maya. As of tod^ March 1 0, 2003 we just received confirmation that MTT SeaCross 
finished loading and is bound to sail to Fujairah sometime tonipt weather pqrmittiiig 
Most recently around mid-March, this vessel transferred all her cargo to M/T. Marine 
Pacific and then vessel was re-delivered backto owners. M.T Sea Yictoiy-canfiimed 
fiiat this vessel was fixed by Millenium but. due to the current media attention and 
political environmait. Owners^ reluctant to load this cargo unless Millennium gives 
t hem written assurances wE iS llavebemlidTO^ to^y(3/I 0) feat charters might b e 
in a positio n to give to o wners m esriy js..tomonDW. O^ers of Sea Victory has. been in 
the m^et tryu^tto^fiitfEe-slnp out on a clear effort to fix some other ca^that - will'take 
the ship on a longer voyage West (3/26)It seems feat at the end owners received what 
1h^ Were requesting. because the M/T Sea Victory was loading iqi to the time when US, 
Forces started the invasion of hraq. Then, vessel proceeded to Fujairah where die off- 
loaded between 30-50 Kbblsfo Marine Pacific a nd thereafter ves sel waa te-del ivered : 
h flcif to Owner s. The M/T Marine Pacific waa fixed b y Millennium March 14-15 thr ough 
MILF at 95K — 1 OK address commissiori for 45 days. At this juncture, it is not clear what 
intentions Millennium holds with these ships so I will keep pressing MJLF for the 
information; for the time being vessel r emains at safe anchorage off Fujairah. 

Mill ennium fixed on March 14-17“' all five aframaxes listed above for which they paid 

hire to 30 days without loading any of them -so fer. It is my educated guess that 

Millennium was , ^ing for a quick resolution in Iraq and plaiming to use 

all these ships as small shuttle vessels fo possibly the Marine Pacific-Keep in mind that 

this is'a niere speculation on my part but I assure tiiat this has been talk about by the 

Jordanians. 

M.T ViolandcH- asoftoday March'KJ, 2003became fi%e as Golandris told Millennium 
that tiiey did not want to call at Khor Al Maya deeming the charter party null and void 
because diarterers did not produce proper legal documentatioa M/T Violando was 
replaced with the M/T Hua San, which after long negotiations also feQed. After all the 
hype created by the Wall Street piece about these illegal activities nothirig has been done 
and in the shipping community all owners feel very comfortable fixing with Milletmium. 
Finally, it is also clear that Nfillennium will continue seeking tonnage; just yesterday . 
March 25“' I he^ through several sources that they sire currently negotiating a very old 
Suezmax for about 35 K day. Again what plans Millennium mi^t have for the short-term 
is really unkno wn hut it appears that Millennium is gearing up to continue the ' 
chartering of ships and now all NY brokets are showing them all possible torma^ that 
rni^t come available in the Gulf 


BAY1 4-01 879 
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Jean Johnston 


From: 

Sent: 

To: 

Cc: 

Subject: 


Tuesday, 

David Chalmers Jr 
Jean Johnston 

Petroline: conversation with AH Jaffri 


- Redacted by the PcTmaricnt 
Subcommittee on Invcstit^anons 


1) Ali waa going to Jordan today but will now leave tomorrow 6am for lunch meeting with 
Ministry followed by meeting with PM 

2) He needs the following on Bayoil Letterhead via fax ( not E mail) -see- fax number below. 


a) Bayoil Proposal on the Seagull for discharge into Ain Sukhna 

b) Bayoi Proposal for buying -7SO,OOObbls Kuwait crude oil fob ex ( 1 
pre.sume) Mina al Ahinadi:datea lS-20 May 

c) Bayoil Proposal for floating storage (replacing Millenium Ships) with Bayoil 
option to buy depending upon international regulation changes 

d) Bayoil Introduction for Ali to show Jordanlans-he la acting on 'our behalf as a 

facilitator- "Agent" I suppose • 


(a) and (cj are done and just need to be put on Letterhead and faxed 

(b) 7 

(d) need to write, put on Letterhead, and send 

3)Ali started talking about Seagull ($8Qkpd) going to Fujairah and the fob stem to Ain 
Sukhna. I am sure this is not correct so. I corrected him. I told Ali that we ahd a 
provisional window at Ain Sukhna basis 2Sth Hay which we were atteo^ting to bring forward. 
Today is holiday (again!) in ME so know more tomorrow. I will ring him on this point 
tomorrow 


4) On the storage we have the following info 


SHIP VOL BBLS 

RATE($kpd) 

MXLLSHIUM COHTRACT 

EXPIRY DATE 

June (?) 

mint prosperity 58Sk 

36 

18/19 MayC?) •flS days 

2-3 


endevour 2 S90k 
' 36 

lB/19 May(7) +15 days 

2-3 June (?) 


arcadian 1 l€29k 

10 May+15 days 

25 May 


marine pacific 2731k 

80-90 

4 May +15 days 

19 May 


Ali said he had faxed a lot of docs to Houston office. On the question of the PROTOCOL - 
Ali said that this had been signed between Iraq and Jordan and had been vetted by the CIS 
State Oepcirtment, This is one of the areas he will check tomorrow. He said if it was not 
clear why then was CALTEX looking to do the same deal for either Far East or South Africa 

5) On the Seagull a factor of 80 cents needs to be considered as a cost. In addition Ali 
mentioned price off Seagull basis dated Brent-for which Bayoil could hedge 

5} Ali asked whether we could supply Jordan with XBOkt/ month of 180 cat fuel oil. I said 
yes. He also asked if we could supply fuel oil to Palcistan. I said yes. 

7) Contact details: 

Ali fax number (from OS) 011 9714 3483043 
OK 


1 


1663 


Johnston 


= Redacted by the Permanent 
Subcommittee or) invesli^alions 


From: 

Sant: 

To: 

Subject: 


John irving I 

Wednesdayroune n, 2003 8:23 am 
D avid Chalmers Jr; Bobby Hamblin; Jean Johnston 
Second Meeting with Ministry of Energy in Amman 'I'lth June 2003 


Meeting at 11am in Ministry Office JI,AG,ZK, Minister, Farouq Al- 
Hiyari (FH) 

1) M gave Sayboit test results -28.53 and 29.5, 3% and 2.3%. These are the qualities 
at Fujairah and are on quality certificates (see later) 

2) I told M and FH that the %S results were higher than expected and this might have 
price issues which we will revert. He expressed frustration at 

the quality and I told him it was basically Basrah Medium. 

3) M came back on our proposal on the following issues: 


a) What is the SOMO esc/desc? I told him and showed how to work out for 


both cargoes. 

b) M told me that he did not want WTI - x, or anything like that, but 
rather a fixed price because "Jordan was not speculators" 

1 told him that Jordan had been speculating since the day they 
bought these bbls FIXED PRICE and what was the problem with an additional 3 days?. M 
agreed that bbls were purchased fixed price and took our point. This subject was not 
developed upon me saying that perhaps we could offer M a filer price whereby the cost of 
the_ put would be placed in cargo discount. M did not comment. I also told him that we 
could not agree to a fixed price prior contract agreement because we could not hedge until 
moment of agreement. He agreed -and understood- this. 


I think we could, in a revised proposal, place a put option in the 
pricing on part of the volume {one ship)-0TC Morgan for eg-place the premium 

and a profit margin (hidden in the put premium) on the final 
discount to the Base Price. Clearly flat price is an issue for M. 

c) M asked what our proposal was in value-I told him basis yesterday 
11.50am London time-and also told him that mkt had gone up this morning 

4) M then asked me where we were in terms of Banking issues. I told him the 
following: 


a) We received yesterday pm in Houston an unsolicited offer from some 
Company in Stockholm which in turn had purchased from some Company 

called Industrial Development Corporation. Included in these docs was a 
clear refence to BNP. I gave a copy of these docs to M. M was clearly 

disturbed by this. 1 told him that the current uncertaintity in BNP was due 
to all these "shitheads" running around disturbing normative 
stratgeic 

thinking on financing. Furthermore I was counting on the fact that this 

Indonesian Company was the Company chat was due to open LC by 10am this 

morning. Clearly he has not received this LC (because the Stockholm Company 

was seeking an LC from us) . I asked M if the uncertain situation in BNP 

was due to this aproach and he did not disagree, i basically told him that 

people were running around try to get financial cover disturbing the 

whole issue. 


b) I told M that both parties needed to work together to facilitate the 
comfort issue for the Banks. For this we would initially need the following; 

REQUIREMENT M E^SPONSE 

1. Seller' commercial invoice < Copy givenj Agreed 

2(i) . Original B/L on bbls loaded from UM Qasar 

Disagreed-did not 

have* 
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,, Disagreed-did not 
ha%^/e* 

Disagreed-did not 

have* 

Disagreed-did not 

have* 

Agreed 


(ii) .Original Quantity Certicate from UM Qasar 

3. Original Quality Certificate from OM Qasar 

4. Original Certificate of Origin from OM Qasar 

5. (2-4 inclusive) but from STS or Fujairah 


In addition we would seek the following: 

6. List of cargoes loading at UM Qasar and subsequent STS 

Disagreed- M 

said J cannot go on record on this 

7. Evidence of title of bbls to Ministry Agreed 


(see IDC document**) 

8. Statement from M pertaining to importation reason Agreed 

( FH is 

working on this document***) 

from Iraq* and the reason for re-exportation 

9. Protocal between Iraq and Jordan FH said he 

would ask M and revert 
( M out of room) 

10. Contract evidencing agreement between parties Agreed 


In respect of the above 6-10 inclusive M indicated that J could 
produce no more docs and now it would be up to us 

In addition we would provide following: 

11. List of cargoes loaded at UM Qasar from market 

12. OFAC and Exucutive Order dated 23rd May 2003 
• 13. Response of OFAC to Bayoil enquiries • 

14. Various ON internal documents seeking to answer J's to remove 
J from obligations of Importing Iraqi oil within the sanctions inherent within Resolution 
661**** 


* M said no way would J "go public” on. these bbls lifted from 03 and 
indeed it was very simple: "the bbls are to be lifted ex Fujairah" 

M said that he had had a meeting with the " higher authourity" that 
morning (we )tnow he met the PM) and that the movement of these bbls had the direct 
approval of the "White House", We believe that approval was succint at the time of 
original lifting and has been stated more forcefully at the Aqaba meeting early June-whlch 
is just after May23 (see below) 

I pointed out to M that irrespective of the docs in point 12 (see 
above) that none would be allowed to import bbls into US without at least the 
original . Certificate of Origin. This would not be limited to our 

buyer's legitimately requesting this information 

** I was somewhat critical' of this document since I mentioned that 
whilst its contents were logical it had no bearing on any external international 
regulation and would not necessarily facilitate the transfer of the bbls to international 
mkts, M said doc had been created by in house lawyers. 

*** FH is working on this document today. Basically it is going to state 
that J has these bbls for strategic stock reasons and quality discovery means that they 
cannot ' process these bbls in J for envoronmental reasons ( J refineries lack hydrotreating 
facilitities • ) There is evidence that these bbls have resulted in a recent refinery s/d 
for 22 hours but FH denied this. This doc will also highlight the reasons for re-sale. 

**** M was very aware of these Meetings/ Letters but stated that they 
were UN in house and that it was no longer relevant since May23rd 
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I had hoped to receive from Houston some further matrix elements that we 
could currently put together to demonstrate justifications for requests, information for 
banks etc but I guess this is not yet ready. 

M pointed out that we were "now in a complex situation" but I replied 

that this was normal due diligence in a complex area 

5) The Strategy 

1) When we have as many of the above docs as possible we send to Bank 

2) Bank either accepts or rejects 

3) If accepts t fine but if rejects: WHAT OTHER ASSUEUU^CES DO THEY NEED? 

4) THESE ASSURANCES WILL BE PUT STRAIGHT INTO CONTRACT AS CONDITIONS 

PRECEDENT 

This strategy was presented to M and FH and I think they understood. 

We understand from M‘s meeting with PM that M has secured permission to 
solve these issues asap. There is cudos here 

There is a time pressure: elections 17th June and Iraqi crude coming out 

6) Others 

With regard to Petroline we understand that SB's brother was in Arriman 
last week and perhaps there is a Pakistani angle here. 

In addition M was very critical of this person "Saad" who we believe is 
the same guy i/c Millenium. M perceived that we Bayoll were behind Saad and that Saad is 
the main reason for all this bullshit. I understand from behind 

the scene comments that M thought that Bayoil were behind Saad and I 

picked this up and did not understand very brief particle lifetime comments 
in both meetings. The reason why *> Bayoil was In the shit was nothing to 

do with Bayoil but was to do with a battle between Millenium and Petroline-always 
remembering that Millenium has been shown to us by Imran-a fucking Pakistani. I think that 
M has just found this out and that we have ALWAYS been clean. Hence the Meetings now. 
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P . 02 


Dickstein Shapiro Morin & Oshinsky llp 

2I0: L VW - WtAington, DC 20037-JS26 

2K (202) 7iS‘9m - Pax (202) S87 -068P 
VMiar‘t Dirtei 

June 12, 2003 

- = Redacted by the l>ermancnt 
Subcom mittee on tnvestlgations 

VIA FACSIMILE ■ 202.022-0073 

Mr. R. Richard Newcomb 
Director 

Office of Foreign Assets Control 
U.S. Department of Treasury 
TreastOT Annex Buildiitg, Floor 
Pennsylvania Ave. & Madison PL, N.W. 

Washington, DC 20220 

Re: Purchase of Iraqi Crude Oil from Tordan 
Dear Mr. Netwcomb: 

We are wilting on behalf of Bayofi (USA) Ind, a Delaware corporation to 
seek a clarification as to the application of Executive Order 13303 dated May 22, 2003 
(the Executive Order^, and the General License set forth at 31 C.F.R. 575533 (the 
"General license"). The clarification is being requested to satisfy the demands of the 
Bureau of Customs and Border Protection and the foreign banks expected to finance the 
proposed transaction. 

We have been advised firat the Government of Jordan has offered two cargoes 
of Iraqi crude oil to Bayoil's affiliate for purchase, which Bayoil proposes to transport 
and/or distribute to traditional customers in the United States. It is our understanding 
that this crude oil was acquired by the Government of Jordan prior to the issuance of 
the Executive Order and the General License. Bayoil has been led to believe that this 
crude oil was loaded at Khor A1 Maya, Iraq, during late February 2003. 

Bayoil has not been able to independently verify that the Iraqi crude oil was 
acquired as part of Jordan's annual allocation of Iraqi crude oil that •was permitted by 
the U.N. 661 Comiruttee outside of the Oil for Food Program. However, Bayoil is of the 
understanding that no such documentation of Jordan's right to purchase Iraqi crude 
outside the Oil for Food Program was ever provided by the U.N. in the past. Bayoil 
further understands fiiat the origiiul shipments were allowed to proceed to Fujairah 


1177 Aatnut of tfe Am rric M t • Ala SiAvr •'i^rw ttfky Iffw"JBrrk 1003^2724 
Ttl (212) 835-1400 • Fmc (212) 997-9880 
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IGMM » 1 : YTSMOl I.DOC 


BAY14-01804 



1667 


JUN 12 2003 1B:34 FR 

Mr. R. Richard Newcomb 
June 1^2003 
Page 2 

(present location} by U.S. Nava! Inspectors, despite the fact ^t they had not sailed 
from a approved port. 

Bodi cargoes are approximately 400,000 metric tons of Basrah Light Iraqi 
crude oil. The first cargo is presently loaded on the vessel Empress des Macs and the 
second cargo is presently on the vessel Hellespcgvt Embassy . Neither we nor Bayoil can 
represent that this crude oil was originally e}qx>rted from Iraq widi tiie speciHc 
approval of ti\e U.N. 

Notwithstanding the uncertainty as to how it was acquired, the Government 
of Jordan is frie present seller of the Iraqi crude oil, and Bayoil wishes to purchase it for 
resale in the United States. Bayoil represents friat neither it nor any of its affiliates or 
their employees were involved in die export of the oil from Iraq or its purchase by the 
Goveminent of Jordan. 

We believe that the Executive order effectively tenninates the U.S. Iraqi 
sanctions with respect to ^"any petroleum . . . originating in Iraq, Including any Iraqi- 
origin inventories wherever located, , , Regardless of how or when this Iraqi crude oil 

was acquired by the Government of Jordan, it is Irac^-origin petroleum wherever 
located," and thereby falls within the scope of the Executive Order. Consistent with the 
Executive Order, the General License conrirms that all transactions prohibited by 
Subpart B of 31 C.F.R. part 575 are authorized on and after May 23, 2003, except for 
certain transactions described in 31 CF JEL 575.533(b) that do not appear to be applicable 
to tile proposed transactioa Thus, we believe that Bayoil is not prohibited from 
purchasing this Iraqi crude oil or reselling it in the United States. 

We seek confirmation of these conclusions from OFAC for two reasons. First, 
Bayoil has been advised by a representative of the Bureau of Customs and Border 
Protection that with respect to any Ira^ crude oil lifted from Iraq prior to May 22, 2003, 
they will require the importer to provide the usual documentation under fiie prior U.N. 
CHl for Food Program which includes a copy of U 661 Committee contract approval 

and the letter from the U.N. Appointed Inspector, Saybolb signed by the Vessel Master. 
We have been advised that neither documents are available with respect to the 
purchase of this crude oil.^ 


^ The U.N. inspection certificate is not available because the cargo was loaded at 
an Iraqi port that did not have U.N, inspectors. K such crude was purchased by the 


• = Redacted by the Permanent 
Subcommittee on Investigations 
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Mr. R, Richard Newcomb 
June 12, 2003 
Pages 

We respectfully request that OFAC advise Customs that sudh docmnentatton 
is no longer required with respect to any Iraip origin crude oil acquired by U.S. persons 
or imported into the United States after May 23, 2003. 

Second, BayoU's banks, located in Geneva, Switzerland, that finance such 
purchases have requested confirmation from OFAC fliat BayoU will be permitted to 
purchase the Iracp crude and resell it to a US purchaser in the U.S. We further request 
that OFAC provide such confirmation to ttie banks in whatever form is acceptable to 
OFAC and the banks. 

We understand that file Government of Jordan is anxious to sell this crude oil 
quickly to avoid furfiier costs of storage, and if Bajmll does not agree to purchase the 
crude oil soon, Jordan will be forced to sell to a non-U.S. buyer thereby denying U.S. 
companies the opportunity to purchase and use this Iraqi origin crude oil. 

Both the Executive Order and the General License are intended to promote 
and facilitate the sale of Iraqi-origin crude oil in the world markets "wherever located", 
and Bayoil seeks fitis clarification and confirmation in order to permit such Iraqi origin 
crude oil to be sold into the U.S. market without fear of violating any remaining Iraqi 
sanctions or being detained at the U.S. discharge port due to bureaucratic delays. 

Should you require any further information regarding fids request please 
contact the undersigned. 


= Redacted by the Permanent 
Subcommittee on Investigations 


Sincerely, 

George T. Boggs 


GTB:ms 


Government of Jordan, we have been advised by Bay oil that it understands that 
purchases by Jordan did not receive U.N. 661 Comiiuttee approval letters because such 
purchases were generally exempt from the Oil for Food Program. 
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June 13, 2003 


VJA FACSIMILE 

R. Richard Newcomb, Director 
Office of Foreign Assets Control 
U.S, Department of Treasury 
Treasuty Annesc Building, 2iid Floor 
Pennsylvania Ave. &: Madison Pl^ N.W. 
Washington, DC 20220 


I = Redacted by the Permanent 

I Subcommittee on Invesiigatioris_ 


Re: Bayoil fUSAl Inc. Purchase of Iraqi Crude Oil from Iordan 


Dear Mr. Newcomb; 

We are writing to request expedited treatment to our letter that was faxed to 
you on June 12, 2003, regarding a proposed purchase of two cargoes of Iraqi crude oil 
by Bayoil (USA) Inc., from the Government of Jordan. The two cargoes are valued at 
approximately $120,000,000 in the aggregate. 

Since that letter was sent to you, we have been advised by Bayoil that the 
Government of Jordan has given Bayoil a deadline of the dose of business on Monday, 
June 16, 2003, to confinn its proposed purchase of the two Iraqi cargoes. If BayoE 
cannot Obtain comfort from OFAC regardii^ its purchase of these cargoes by the dose 
of business on June 16, 2003, it Is likely the Government of Jordan will sell these cargoes 
to another non-U5. buyer. 

We recognize that OFAC has numerous pressing commitments, but we 
nevertheless respectfully request that OFAC provide us with at least an oral answer to 
the questiorts we presented in our letter of June 12, 2003, by dose of business on 
Monday, Jime 16, 2003. 

Thank you for your consideration. We appredate your expeditious attention 
to this request. 


Very truly yours, 
George T. Boggs 
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GTB:ms 

cc David B. Chalmers, Jr. 
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If your receipt of this transmission U in error, (Hcase notify this Hrm immediatx^y by collect call to our Facsimile 
Department at 202-861-9106, and send the oiigina! transmisson to us by jrtum mail at the address bdow. 

Thli tnjtimi»sum is intended for the sole use of the individual and eadt/ to whom it is addressed, and may contain inAxmadon diac It 
privQeged, confidential and exen^c fiom disdosurc ooder aj^iUcablc law. You are hereby notified that any dissenunatxon, ducdhidon 
or duplicadoft of this transniissloa by soracone other than the intended addressee or its dcasgoated agene is Strictly prohibited. 


2101 L Street MW Washington, DC 20037-1529 Tei 202-765-0700 Fax 202<867-0669 
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DEPARTMENT OF THE TREASURY 

WASHINGTON. O.C. 20230 


JUN 1 a 2003 


MEMORANDUM FOR 


FROM 


SUBJECT 


GEORGE A. GLASS 
DIRECTOR 

DEPARTMENT OF STATE/EB/ESP 



R, RICHARD NEWCOMB ; 

DIRECTOR 

OFFICE OF FOREIGN ASSETS CONTROL ("OFAC"} 


IRAQ LICENSE REQUEST (rQ-214841) 


OFAC has received correspondence from Bayoil (USA), Inc., 
("Bayoil") requesting confirmation that the General License set 
forth at 31 C.F.R. 575.533 of the Iraqi Sanctions Regulations 
(the "Regulations") authorizes Bayoil to deal in, and to import 
into the United States, Iraqi -origin petroleum products exported 
from Iraq without formal approval from the United Nations 661 
Committee prior to the lifting of the embargo against Iraq. 
According to Bayoil, the Government of Jordan is offering for 
sale 800,000 metric tons of Basrah Light crude oil (the "Cargo") 
presently located in Fujairah on board the Empress des Mers and 
the Hellespont Embassy . Bayoil has been lead to believe that 
the Cargo was loaded at Khor Al Maya, Iraq, during late February 
2003 and was exported pursuant to Jordan's annual allocation of 
Iraqi crude oil. Bayoil understands that Jordan is now anxious 
to sell the Cargo in order to avoid further costs of storage. 

In formulating our response to Bayoil' s application, OFAC would 
like to have the views of the Department of State. Specifically, 
we request guidance from State as to whether the Cargo should be 
construed as a legal or an. illegal export pursuant to the terms 
of the United Nations embargo. If State determines that the 
Cargo was exported in violation of the terms of the embargo, 
then we request guidance from State as to whether the General 
License should be interpreted as authorizing Bayoil to deal in, 
and to import into the United States, contraband Iraqi-origin 
petroleum products. If State's recommendation is to not 
interpret the General License in such a manner, then we request 
guidance as to whether State recommends that OFAC issue a 
specific license to Bayoil authorizing all transactions related 
to the importation of the Cargo into the United States. We note 
for the record that based on State referrals in 2001 and 2002, 
OFAC investigated transactions in Iraqi-origin oil by Bayoil but 
found no evidence of a violation of the Regulations. 


Attachment (s) 
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davidc 

From; 

Sent: 

To: 

Cc: 


Zeid khorma [ 

Thursday, July 03, 2003 3:57 PM 

john irving 

David Chalmers Jr 


Subject: Re: Crude oil ex Iraq 
Dear John 


= Redacted bv the Permanent 
|^__^__SijbcommiUeeOT_Investi^ation^ 


I was referring to "approvals" from the authorities in the US, that's what I meant by “perform", 
and not Bayoil's ability to perform, I know what Bayoil's capabilities are very well. Because 
what I am afraid of is what happens when we are told to come, and OFAC approval is not in 
hand? Just imagine it we had been told to come a few days ago. Think about it. 

I hope this clarifies matters. 

As for the performance issue which you mentioned is currently being debated at Bayoil at the 
moment, please elaborate, if you think that my performance is not adequate, and please feel 
free to say it. However there are certain matters that take place that are beyond anyone's 
control, what happened lately was clearly something that had nothing to do with my 
performance. The same criteria can also apply to your side, when it comes to the OFAC 
approval. Some matters take time, and this matter is clearly beyond Bayoil's control, but I know 
that Bayoil is doing it’s utmost to get it moving. Well the same applies for my side, 

I made it very clear today up to what level 1 took the matter, therefore I would appreciate if my 
position in this transaction is made clear, 
kind regards 
Zeid 

— Original Message — 

From: jolin irving 
To; 'Zei^rhorma^^^^ 

Sent; Thursday, July 03. 2003 9.1 1 AM 
Subject; RE: Crude oil ex Iraq 

This is good news. However we have been here before. 

Also-for you to say "we have done a lot so that you guys better perform" and , in the same sentence, to 
question the right of the WH to check some Issues vrith the J Govn pertaining these bbis, places you in a 
position way above your stated position as an "agent” .or facilitating "broket"', on these bbIs. 


We will not accept these inappropriate statements coming from you. Ail we want from you is detailed information 
which we are not receiving. All we are receiving are assurrances and extended calendars. 

This whole issue now depends upon OFAC of which the Minister gave us assurranr^es (June 11 in case you 
had forgotten) that he had "received approval at the highest level" which, may I remind you, you Interpreted as 
being the White House. In addition you said that this point had been covered at Aqaba as well. 

Therefore it is perfectly valid for the US to be completing the "cir<de".a fact you fail to understand 

In addition the fact that we are keeping a ship close to Empress at $X,000 pd Is an indication of our intent 


9/24/2004 
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Perhaps, Zeid, the" performance" issue is somewhere else; and this is a matter of internal debate in Bayoil at the 
moment 

Think about It. 


— Original Message — 

From: Zeid khorma [mailto< 

Sent: Thursday, July 03, 2003 3:41 PM 
To: John I rving 
Cc 

Subject: Re: 

Dear John, 


L__ = Redacted by the Pcnnancnt 
I Subcommittee on InvcstiejliQns 


Further to my below message. 

I was just informed that the Bayoil would be given priority in the 2nd shipment, and we 
wouid be contacted in due time. The matter has reached a level far higher than the 
ministry's ievel that we wiii have to wait for instructions what to do next. I know this stiil 
has not cut the cake yet, but at this ievel we will have to wait, but i am very comfortable 
that it has reached this level whereby no one can now interfere in this matter, and get us 
out. 

Again I wiii keep you posted. 

Best regards 
Zeid 


— Originai Message — 

From: Zeid khorma 
To: John irving 
Cc; 

Sent: Thursday, July 03, 2003 4:44 AM 
Subject: Re: 

Dear John, 

Please note that as I am sending this message a meeting is called to take place today 
on the highest levels for the 2nd shipment and on behalf of Bayoil. 

I shall keep you posted of the conclusion. 

Best regards 
Zeid 

— Originai Message — 

From: Zeid khorma 
To: jo hn irving 
Cc: 

Sent: Wednesday, July 02, 2003 2:16 PM 
Subject: Re: 


9/24/2004 
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Hi John, 

i/Ve were informed that we would be getting the feedback we were longing by 
omorrow upon which a decision would be taken. Rest assured that no decision 
would be taken without our man. 

know it is dragging on, but I hope it all ends to the positive. 

Dest regards 
2:eid 


— Original Message — 

From: Zeid khorma 
To: 

Sent: Tuesday. July 01 , 2003 1 1 :48 AM 
Subject: Re: 


- Redacted by the Permanent 
^^_^^_SLibcommit[ee^onJnvestigations 


bear John 


Believe me I am as frustrated as you are. The situation as it stands now, has 
eached a political level, and not a commercial one. Yes we were told that Cargo 
would be offered to our directions if the L/C is not established. However since the 
ligh authority taking care of the matter is currently unavailable till tomorrow 
afternoon, we will have to wait till then. 

Believe me John, the level we are talking to at this time is the highest and this 
■estricts us by not going below. However I will try to call them tonight to see what 
ndication we will get. 

wish I had more news for you, but believe me the level we have reached now is 
he highest, 
aest regards 
Zeid 


— Original Message — 

trom; iohn Irving 
To : IZeid khorma' 

SemnwonaayTTune^u, 

Subject: R£; 

Dear Zeid, 

This was the situation on Thursday-and it seems that diere have been no significant 
Jevelopmenls basis your enquiries. There is every possibility that we have entered another 
/acuum whereby the cargo suddenly appears with someone else, where I might or might not get a 
3hone call with a direct offer. It was quite dear from your earlier message that if the Ic was not 
Dpened by a certain date that this cargo would perhaps be coming in our direction. I see no 
evidence of that and this process has taken 4 days even though you are doing your best 

I cannot no longer be in the position of being wiser cm "advice" but with no cargo. Pise let 
ne know as appropriate. Thanks. John. 

— Original Message — 


9/24/2004 
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From: Zeid khorma [mailtd 
Sent: Monday, June 30, 2003 9:44 PM 
To: John Irving 

Subject: 


Dear John, 


= Redacted by the PermancDt 
|__^^^^Subcommitte£ori^nve£i£ation^ 


The indications has shown that LC for the second shipment has not yet 
been opened. 

We are verifying and will advise you. 

Best regards 
Zeid 


9/24/2004 
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davidc 


From: 

Sent: 

To: 

Subject: 


John Irving [j 

Monday, December 01, 2003 12:30 PM 
David Chalmers Jr 

FW: Follow up to Conversadon between AG and J1 dated 27th November 2003 


■ -- Redacted by the Permanent 
Subcommittee on [nvestigations 


Original Message- 

Front: john irving [mailtotl 

Sent: Monday-, December 01, 2003 6:28 PM 
To: 

Cc: 

Subject: Follow up to Conversation between AG and JI dated 27th November 

2003 


Dear Augusto, 

Following our conversation on 27th November re: Italy, J and AD I have had a brief 
conversation with David. From that latter conversation a number of questions have arisen 
that are associated with the need for due diligence on the logic of position discovery and 
to assure that we are moving in the correct direction on the initiatives you have proposed 
or discussed in relation to the same. 

1. On Italy I cannot add very much since not familiar with all issues surrounding C and 
your current discoveries in that direction. Apparently there has been previous evidence of 
a sort of conspiracy against the C con^any, which apparently has been ratified by your 
further due diligence. While I am sure there is a certain consolation in the ratifications 
of your suspicion in this matter, my suggestion to you would be that you send an e mail/ 
fax to David outlining your progress and key points of objectivity as to how the situation 
currently stands and how this development affects plans or prospects of the company now. I 
cannot say anything else. 


2. J. 


i. Old BBL Empress: We are concerned and confused by comments suggesting we 

now have priority with M.O., first right refusal on these barrels in context with pushing 
OFAC versus our previously stated position and/or history on this matter as follows: 

• We have made a concerted effort to purchase such quantities via your 

assistance previously on the basis we were assured that such a transaction was approved at 
the highest levels in D.C, 

• As such we applied for an OFAC license for a provisional transaction which 

after six plus weeks of work by our D.C. attorney's ($10,000+), are were advised that no 
such license would be granted, without explanation. Therefore, since these facts were 
related to you and we don't have a "get out of jail free card," we are surprised by your 
continued inquiry about our interest or suggestions to push OFAC. What has really changed 
or what evidence exist which implies a change in policy in this matter? 

ii. New J. Barrel Allocation: 

• We are not really sure what is meant by or the potential necessity of a 
unique agreement or arrangement. 

• If they are not intending to use these barrels in their system, and they 

are not prohibited in selling such quantities for other destinations, then we could be 
interested to purchase such quantities on mutually agreed terms. 

Note : 

• As many contracts have been awarded to refiners which do not want any or 

all of such quantities we have been regularly offered such quantities at reasonable 
'remiums, which thus far we have not bought due to concerns over the O.S.P, 

4 




1678 


In principle, we could have interest on reasonable terms provided 
flexibility in lift periods/destination would be conveyed, 
iii. Product Supply 2003: 

Note: 

• As with many current crude contract holders, Bayoii has been given 

indication from S.O.M.O. that cooperation could be extended to include product supply if 
Bayoii was interested, on terras similar to others. 

• We have been corresponding with the S.O.M.O. man in charge of such 

operations and as of yet, have not seriously pursued the matter due to typical logistical, 
practical concerns about trucking etc., which as in previous periods 1987-1989, have only 
become more difficult, particularly for a non-local company. 

• In respect to the above we do not see the logic or obvious advantages of 

pursuing the same opportunity through certain people from J., and complicated by a request 
for establishing a j^int venture. Maybe we are missing something, for example a 
substantial price difference available to these people. Please advise. 

3) AD 

a) The '40-60* allocation: is there a letter from 03 authorizing this entitlement? 

b) The letter from you to AD I understand was just frcxn you to AD and none else. I 
understand that this letter referred to historical lifting's and capabilities. Could you 
please fax us a copy of this letter 

c) I understand that you are working on the following structure: 03->AD->B-> market 

d) On this basis (see (c) above) you require bank comfort and refinery contracts (anywhere 
in world) backing. You mention that this is for the internal comfort of AD in order to 
prevent "embarrassment down the road". This is strange-since they are currently key 
requirements of 03 for individual contracts. Therefore I can only think it is for AD to 
pass on to 03. Am I correct in this point? Obviously the reason for the question is that 
one must be very selective and careful how refineries are "presented" to 03 

e) Therefore there has been requests made to AD by 03. Do we have a copy of this request? 
f> Who in 03 is AD talking to? 

g) Is the DUB participation part of the same allocation or different. ? If different is 
the DUB allocation on the same logic? If different are you working with the DUB people as 
well? 

h) When do 03 want the AD (and DUB if different) allocation to commence? 

’Note: As you are aware, there remains a primary policy to sell to refiners, 
with Bayoii' s exception due to our historical distribution practice and capabilities to 
distribute partial cargos to primarily independents. We currently have agreements to 
support this continued activity and are assured as exports grow and we add refinery 
agreements our supply volume will grow correspondent ly. 

Therefore, how does arranging such an agreement for another company improve our situation? 

Further if this allocation is based on the concept of a pan Arab cooperation, then there 
should be certain flexibility granted to them and/or correspondence outlining the 
situation. 


August©, I am sure you agree that the questions and/or points raised above are relevant to 
any strategy which might be developed to pursue the initiatives you have proposed on a 
going forward basis. 

Meanwhile, I understand there are several unresolved issues with David regarding past 
cooperation on initiatives which you were handling which require additional clarification. 

As such, I understand David is attempting to summarize these matters in a letter to be 
forwarded shortly, in the spirit of past and future cooperation. 

Thanks 

Regards 

John 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 


FAC Ho. IQ-214841 
Bayoil (USA), Inc. 

c/o Dickstein Shapiro Morin & Oshinsky LLP 
2101 L Street NW 
Washington, D.C, 20037-1526 
Attn: George T. Boggs 



AUG 1 2 2004 


Dear Mr. Boggs; 

This letter responds to your June 12, 2003 letter to the U.S. Department of the Treasury’s Office 
of Foreign Assets Control (“OFAC"), and additional correspondence dated June 13, 2003, on 
behalf of Bayoil (USA), Inc., seeking clarification as to the application of section 575.533 of the 
Iraqi Sanctions Regulations, 31 C.F.R. Part 575 (the “Regulations”), effective May 23, 2003, on 
a potential purchase by Bayoil of 800,000 metric tons of Iraqi-origin Basrah Light crude oil from 
the Hashemite Kingdom of Jordan that may have been exported from Iraq without written 
authorization from the United Nations 661 Conunittee prior to May 23, 2003. Under Executive 
Order 13350, effective July 30, 2004, President Bush has terminated the national emergency with 
respect to Iraq declared in Executive Order 12722 of August 2, 1990 and implemented by the 
Regulations. This matter is thus no longer under the jurisdiction of OFAC. Accordingly, your 
request for clarification as to the implementation of the Regulations in the circumstances 
described in your correspondence to OFAC is being returned without action. 



Enclosure 


R. Richard Newcomb 
Director 

Office of Foreign Assets Control 
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Excerpted from the Comprehensive Report of 
the Special Advisor to the DC! on Iraq’s 
WMD, September 30, 2004 


An ISG Translation of the 2003 Iraq-Jordan Trade Protocol Agreement (part 1/2003) 

By the Name of God, the merciful, the compassionate 

Agreement Record 
Number (1/2003) 

Regarding preparation for crude Oil and its derivatives 
From Iraq to Jordan for 2003 


During the visit of the Minister of Energy and Minerals of Jordan to Baghdad fiom the period of 
19“' to the 21“ of November of 2002, a meeting took place between the Iraqi Minister of Oil and the Min- 
ister of Energy and Minerals of Jord^, wherein they studied the preparation related to the Iraqi crude oil 
and its derivates to Jordan through 2003, and both agree on the following: 

Firstly: 

A. President Saddam Husayn (May God protect him), authorized a ^lant of $300 million to the 
people of Jordan. The grant will be from the value of oil and its derivatives that Jordan imports 
durmg 2003. 

B. The grant will be deducted from the value of crude oil in the amount of $25 million monthly. 

C. If the total value that is mentioned in paragraph (A) drops down to $600 million in year 2003, 
the grant will drop by 50% of the total dropped value, and the annual deduction will be adjusted 
in November and December of 2003. 

D. The grant should not be less than $200 million. 

Secondly; 

There will be $45 million allocated for the commercial exchange agreement, (which is $3.75 mil- 
lion monthly) from the total value of derivatives that is utilized by Jordan for local consumption during 
2003. Also, on the grounds of the same agreement, $15 million shall be allocated from the total value 
of liquid gas that Jordan imports from Iraq for local consumption in 2003. These amounts shall be used 
for financing exports related to improving, supplementing, necessity, and spares from the Jordanian Oil 
Refinery Company, for the benefit of the Iraqi, Ministry of Oil. The above mention materials and the 
materials produced in Jordan shall be paid via the .Jor dani an Oil Refinery Company. 

Hkdlsi 

All dues from crude oil that is imported from Iraq to Jordan in 2003 shall be paid in cash, and the 
funds shall be utilized for the same goals that are mentioned in the second paragraph and via the Jorda- 
nian Oil Refinery Company. 

Fourthly: 

Shall agree on die equality of oil and derivatives prices as mentioned in the agreement record 
number (2/2003), between the Ministry of Oil, Oil Marketing Company and the Ministry Of Energy and 
Minerals in Baghdad dated November 2 1 , 2002. 

Written and signed in Baghdad on Ramadan 16, 1423 H 
Corresponding, November 21, 2002 


[Signature] 

From the Iraqi side 

Dr. Aamir Mohamed Rasheed 

Minister of Oil 


[Signature] 

From the Jordanian side 
Engineer, Mohamed Batayna 
Ministry of Energy and 
Minerals 


Permanent Subcommittee on Investigations 


EXHIBIT #42 




1681 


An ISG Translation of the 2003 Iraq<Jordan Trade Protocol Agreement (part 2/2003) 

Agreement Record 
Number (2/2003) 

During the meetings that convened at the Oil Maricedng Company in Baghdad between Novem- 
ber 19* 21 ^ of 2002, concerning the Iraqi and Jordanian study related to the supply of crude oil and its 
derivatives from Iraq to Jordan for the local consumption for year 2003, have concluded the following: 

Firstly; Quantities and daily average: 

A. Crude oil : 

The two parties agree that the Iraqi side shall supply a total quantity of crude oil in 2003 esti- 
mated to be 4.04 million tons, (plus or minus 10%) to be distributed in the months of the year, in accor- 
dance with the following daily average (ton/day): 


Month 

Quantity (ton/ 
day) 

Month 

Quantity (ton/ 
day) 

January 

12,000 

July 

12,000 

February 

12,000 

August 

11,000 

March 

12,000 

September 

11.000 

Aoril 

12,000 

October 

11,000 

May 

4,000 

November 

12,000 

June 

12,000 

December 

12,000 



B. Derivatives: 

The two parties agree that the Ir^i side shall supply quantities of derivatives to Jordan ferough 
2003, as follows: 

- Fuel oil 520 thousand tons plus/minus 10% 

- Gas oil [al solar] 250 thousand tons plus/minus 10% 

- Liquid gas 95 thousand tons plus/minus 10% 

The average daily supply shall be in accordance widi this chart for the months of the year 


Month 

Fuel Oil Tons/ 
Day 

Gas Oil [al Solar] Ton/ 
Day 

Liquid Gas Ton/ 
Day 

January 

1000 

600 

450 

February 

1000 

600 

450 

March 

1000 

600 

350 

April 

1200 

600 

250 

May 

3200 

700 

250 

June 

3200 

700 

200 

July 

1400 

700 

100 

August 

1000 

TOO 

100 

September 

1000 

700 

100 

October 

1000 

700 

300 

November 

1000 

800 

350 

Dwember 

1000 

800 

350 
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And a follow up on supplying crude oil and derivative quantities as indicated on the mentioned 
charts and its transfer, receiving shall be pursued in coordination with the two sides. In addition, the two 
sides shall audit the total quantities and the daily average, according to actual needs and in conformity 
with the operation conditions with the two sides. If the Jordanian Side wishes to change the average daily 
quota, the Iraqi side shall be notified 15 days prior to the new day of the daily quota. 

C. The supply of the liquid gas shall be 25% propane, and 75% butane for the quantity of 350 
tons per day, any additional supplies will be on the basis of flexibility in specifications to 40% propane 
and 60% butane. 

- D. The fuel oil shall be supplied with no less than 60 degrees of ignition. 

Secondly; 

Price.s and other conditions: 

A. Crude Oil 

1. Between January 1st, 2003 and December 31, 2003, the price of crude oil shall be in accor- 
dance with the pricing formula demonstrated below; 

The li^t, Basra crude oil price shall be paid in USD per barrel, the price is for a tank load from 
station (Tl) in Iraq that will be equal to the light Basra crude oil that is aimounced for Europe, from the 
delivery of the Arab Gulf for the month that the'load occur, minus $0.95 per barrel, from December 3 1 , 
2002, a review on the amount will occur if changes ensue on transportation fare. 

In case the actual price is higher than $20 per barrel, the Jordanian side will be granted a deduc- 
tion of 40% for the increase for the light Basra crude oil that is aimounced in Europe. 

2. The Jordanian side shall be granted a special reduction as we agree in the report number (5/ 
2002) dated November 21, 2001. 

3. The payment of die prepared crude oil shall be paid within a month (30 days) after the load is 
completed. 

4. TheMinistry of Energy and Minerals shall establish a letter of credit from the Jordanian Cen- 
tral Bank, which shall have a paragraph implying acceptance of the shipping documentation in case its 
value exceeds the monthly value as stated in this credit 

B. Derivatives: 

The prices of derivatives mentioned above which will be supplied to Jordan from January 1", 

2003 to December 31, 2003 shall be as follows; 

1. Fuel oil: 

The price per metric ton of fuel oil that is loaded monthly on tankers in Iraq’s storage by dollar 
shall be the average monthly of the fuel oil FOB, Italian base according to the published bulletin of 
PLATTS market of Europe( 3.5% fuel oil) for the loading month with a deduction of $2.5 per ton. 

2. Gas oil (Alsolari; 

The price of one barrel of gas oil that is loaded monthly in (CScF) Al-Zarqua in dollars, for the 
monthly average prices for gas oil (FOB) at the Arab Gulf which published at the PLATTS market bulle- 
tin of Europe with deduction of two dollars per one barrel. 

The same equation shall be applied, and the special condition for gas oil will pertain for kerosene 
if it is supplied to Jordan during the period of January I ”, 2003 to December 3 1 , 2003 . 

3. Liquid gas; 

A. Loaded on tankers from the refinery of Bayji/Kirkuk; 

The price shall be in dollars and will be the monthly average of prices published at the bulletin of 
PLATT’S LP Gas Wire for the metric ton of propane and butane gas for midwest, with the percentages of 
75% butane and 25% propane, minus ten dollars per one unit of metric ton. 

B. Delivery at Al-Zarqua refineiy/Erbid/Amman: 

One metric ton is equal to the mentioned price before deduction, as indicated in paragraph (A), 
plus 40 dollars per metric ton. 
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If there is a need to import regular benzene from Al-Zarqua refinery, the supply shall be accord- 
ing to product availability in accordance with the pricing equation below: 

The price of one barrel from regular benzene for vehicles on a basis of (C&F) Al-Zarqua is equal 
to the monthly average of the price of benzene for vehicles publi^ed in the bulletin of Ai^us Asia Prod- 
ucts Report, titled FOB the Arab Gulf, minus $2 for every barrel and payment shall be made in cash. 

Thirdly: IVansDQrtation fare; 

The Jordanian Oil Refinery Company shall pay the transportation costs of gas, liquid oil, and 
other expenditures for sold quantities on the basis of (C&F) base on notice from the Oil Marketing Com- 
pany, and it will be deducted from the total value of the product, as much as $15 per ton for the gas oil 
and in the amount of $50 per ton for the liquid gas and $ 1 7 per ton for benzene as transportation fees. 

The Iraqi side shall continue to carry the liquid gas in case it wasn’t possible to transport the 
quantity demoded. The Jordanian Oil Refinery Company can transport some of the quota based on its 
ability. 



The two sides agree that the Iraqi side shall supply the total quantities of the crude oil to Jordan 
with the same specification that were previously agreed upon, (except the adhesiveness specification 
for oil SN500, the minimum stickiness shall be 9,5 centimeter stock at 100 degree Celsius), this will be 
frirough 2003, estimated 17,140 tons plus or minus 10% distributed with according to the specifications 
and the month of the year as follows: 



Quantity (Tons/Year) 

Quantity (Tons/Mooth) 

SNIOO 

40 

One Quota 

SN150 

3000 

250 

SN500 

9500 

792 

BS150 

4600 

383 


And the price of these materials during the period of January 1 2003 and December 3 1 , 2003 are 
as follows: 



C&F Al-Zarquaa 



SNIOO 

307 


295 

SN500 

305 

i■FCTSa■ 

410 


Fifthly ; 

The weight and measurements shall rely on shipment documentation at the loading location for 
the purpose of calculating quantities for all sorts of derivatives and contracts (FOB and C&F). The trans- 
portation contracts slmli have a text that imply that die fransporter shall carry the burden of value for file 
decrease for more than 0.5% for all oil products, except benzene, file percentage of decrease shall be more 
than 0.7%. 
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An ISG Translation of the 2003 Iraq-Jordan Trade Protocol Agreement (part 3/2003) 

Agreement report 
Number (3/2003) 

Raw Oil and its production’s transportation 

During the meetings held in the Ministry of Oil in Baghdad ftom the lO* to the 21“ of November 2002 
between the Iraqi side and the Jordanian side (enclosed are the attendee’s list) concerning the agreement 
of transporting raw oil and its derivatives to Jordan, both parties have agreed to: 

First the crude oil 

Starting 2/1/2003 the Iraqis will continue to deliver 28% of Jordan’s needed crude oil which quantities 
and daily average have been decided in the agreement of (2/2003) dated and signed on 1 1/21/2002. 

A. Based on the 7/2002 agreement which was signed by both parties for the peijod between the 1“ 
and the 3 1 St of January 2003 , the shipping cost will be ten Jordanian Dinars per ton minus 200 
Jordanian Fils towards safety, transportation arrangement and road maintenance for the oil tankers 
during the bidding execution period. Additional seven Fils will be applied for each kilometer/ton 
in the ease of any change of shipping or delivery distance. 

B. Shipping costs will be determined starting 2/1/2003 through the relegation of the tender’s deci- 
sion for shipping the cmde oil that was issued by the Jordanian Ministry of Energy and Minerals. 

C. The Jordanian side will furnish the Iraqi one with a list of the transportation companies detailing 
the quantities of the crude oil for the entire period, when forwarding tender # 2 for the year 2002 
which covers the period between 2/1/2003 and 1/31/2004 to the Jordanian transporting compa- 
nies. 

D. Arrangements and communication will be maintained regarding road maintenance between the 
crude oil shipping stations in (Tl) and the Iraqi-Jordanian border, in order to follow up and imple- 
ment the plan in the shortest possible period and to improve the crude oil’s tanker line. 
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Secondly: oil derivatives 

The Iraqi side will continue to ship the needs of Jordan’s oil pn)di«:tion for 2003 . Quantities and daily and 
monthly averages were decided b^ed on agreement number 2/2(X)2 signed by both parties, on 1 1/2 1/2002 
as follow: 


I) 


• a) Shipping cost per ton from 1/1/2003 through 


1/3 1/2003 will be as follows: 


From To 

Bayji Al Zarqaa 

Ai Aqabah 

A! Dowrah Ai Zarqaa 

Al Aqabah 


Jordanian Dinar/Ton 

13.054 

17.640 

11.604 

17.0227 


b) Shipping cost to and from different locations will be set starting 2/1/2003 in Jordanian Dinar 
per ton according to the following formula: 


Cost according to /A-H of the minute # ('7/20021 X shipping cost of the crude oil applied 
starting 2/1/2003 
9,80 



2 ) Crude. Liquid and Gas Oil ISolarl 

The Iraqi side will continue to ship Jordan’s actual need for 2003 according to agreement (2/ 
2003) signed on 11/21/2002 in Baghdad. 

Thirdly; 

The Iraqi side will commit to the predetennined regulation number (42) of 2002 and the decisions issued 
by the Jordanian Cabinet of Ministers when dealing with toe maximum dimensions, total weight, and 
engine capacity of the crude oil tankers. 

According to toe Minister’s Cabinet decision number 1626 dated 6/25/2002, the maximum total weight 
should not exceed five tons per truck (tanker), excluding the liquid gas tankers. 

Fourthly; 

The Oil Production Distributor Company will be in charge of shipping the above mentioned crude oil and 
all of its derivatives for toe benefit of the Jordanian side. 

The Distribution Company will continue to authorize toe Iraqi Jordanian Land Transportation Company 
to operate toe transportation and to receive its dues according to the rules in regard to the crude oil and the 
fuel oil only. The Jordanian party will be notified in a timely fashion in case of any changes. 

Fifthly; 

The monthly quantity of crude oil and its derivatives needed to be shipped wiD be decided in a letter, fax 
or telex issued by toe Minisfry of Energy and Mineral Resources and directed to the Oil Marketing Com- 
pany. Copies will be sent to toe Oil Production Distribution Company and the Technical Department of 
toe Ministry of Oil. 

In case of a program change, the other party will be notified prior to any changes, while the Iraqi side is 
gradually reaching toe needed quantity by increasing or decreasing wifein maximum of ten days from the 
notification date, in order to avoid toe overloading up trucks waitu^ to offload in Jordan, and to make 
available the needed number of containers. Follow up of the situation in the trucker lots will be taken 
care of by toe Ministry of Energy and Minerals Resources, or by the Jordanian Oil Refining Company. 
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Sixthly: 

Transporting the imported quantities will be managed by die Oil Production Distribution Company 
according to agreement number (2/2003) which indicate change in the quantity needed to be transported 
not to exceed plus or minus 10%. 

Seventhly; 

Loading locations in Jordan will be switched in coordination with the Oil Production Distribution Com- 
pany. 

F.i yhthlv: 

Periodical meetings will be conducted by a coordinated committee from both parties to follow up with the 
transportation plan. 

Ninthly: 

The entity that is authorized by the Oil Production Distributor Company will ship the crude and raw oil, 
and then submit its inquiry in accordance with the Ministry’s instructions to the Energy and Mineral 
Resources Ministry. 

Isaftly: 

The entity/entities responsible for shipping the crude oil and its derivatives shall pay the difference 
between the shipped and received quantities in the receiving locations, according to the shipping docu- 
mentations, taking into consideration the 7% allowance for the benzenes and 5% for the cmde oil and 
other production. 

Eleventh: 

Coordination between the Jordanian Refinery Company and the Oil Production Distribution Company will 
be directed to overcome any problems concerning the tanker’s accumulation and to avoid any fiiture oil 
transportation problems regarding the oil production. Concerning crude oil, an arrangement will be made 
through the Ministry of Energy and Mineral Resources. 

Twelfth: 

Status of the Iraqi tankers will be followed by the Oil Production Distributing Company in order to 
ensure its safety. 

Thirteenth: 

The Oil Production Distribution Company will identify and direct the tankers to the offload locaUons. 

Any tanker not in its specified location as stated on the shipping policy (issued by the shipping center and 
endorsed by the Oil Production and Distribution Company) shall not be offloaded by the Jordanian Refin- 
ing Company, in addition the Oil Production and Distribution Company must be notified. 

Fourteenth: 

A. Based on its ability, the Oil Production Distributing Company will ship the Jordanian Refining 
Company’s needs for liquid and gas oil (Solar) directly from Iraq to A1 Aqabah. 

B. The Jordanian Refining Company shall pay any discrepancies in shipping cost from A1 Zarqaa 
and A1 Aqabah to the authorized entities by the Oil Production and Distribution Company as fol- 
lows; 

- Gas Oil (Solar) (10) Dollar/Ton 

- Liquid Gas (18) Dollar/Ton 
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Fifteenth; 

Based on the Jordanian request, the Oil Production and Distributing Company offered to ship the extra 
quantities of the liquid gas imported through A1 Aqabah port to its storage locations in AI Z^qaa, Amman, 
and Irbid using its own tankers according to a separate agr^ment to be signed between the Oil Production 
and Distribution Company and the Jordanian Refining Company Ltd, similar to the agreements signed m 
earlier years. 

Sixteenth: 

The Distribution Company or its authorities will ship the oil derivatives, request the Jordanian Oil Refin- 
ing Company according to its regulation to pay the shipping cost and receive all dues directly. 

Seventeenth; 

The Oil Production and Distribution Company will be exempted from all applicable fees existing in the 
Kingdom of Jordan. 

Eighteenth; * 

This agreement is exp^dable to include any additional needed periods pending an acceptance by both 
parties. 

Written and signed in Baghdad on Ramadan 16*1423 
November 21“ 2002 



[Signature] 

By Jordanian side 
Engineer Asiay Khrisat 
General Trustee 
Ministry of Energy and 
Mineral Resources 


[Signature} 

By Iraqi side 
Saddam Zaban Hasan 
Deputy 
Oil Ministry 


ILIst of attendees 


Jordanian Side 

1 . Engineer Aztny Khrisat 

2. Mr. Ezzuddeen Kanakryyah 

3. Engineer Abdul Kareim Alawein 

4. Engineer Wijdan Al Rabady 

Wflytm Rahahiah 


Tragi Side 

1 . Mr. Saddam Zaban Hasan 

2. Mr. Thamir Abbas Ghadban 

3. Mr. Sameer Mikhail Asaad 

4. Mr. Fadil Muhammad Baqir 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


UNITED STATES OF AMERICA 


DAVID B . CHALMERS , JR . , 

JOHN IRVING, 

LUDMIL DIONISSIEV, 

BAYOIL (USA), INC., and 
BAYOIL SUPPLY & TRADING LIMITED, 

Defendants . 


INDICTMENT 


SI 05 Cr. 59 (DC) 


COUNT ONE 


( Conspi ranv to Commit Wire Fraud and to Enoac 


The Grand Jury charges: 


1. On or about August 6, 1990, approximately four days 
after the Iraqi army invaded Kuwait, the United Nations imposed 
economic sanctions on the Government of Iraq. These sanctions 
prohibited member states of the United Nations from, among other 
things, trading in any Iraqi commodities or products. The United 
Nations continued to enforce these sanctions up to and including in 
or about 2003. 

2. On or about April 14, 1995, the Security Council of 
the United Nations adopted Resolution 986, which authorized the 
Government of Iraq to sell oil under certain conditions - 
principally, that the proceeds of all sales of Iraqi oil were to be 
deposited into an escrow bank account monitored by the United 
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Nations and used only to purchase various humanitarian goods for 
the benefit of the Iraqi people. The Government of Iraq agreed in 
writing to the terms of Security Council Resolution 986 after more 
than a year of negotiations over the particular methods of 
implementing this arrangement. 

3. The United Nations Office of Iraq Programme, Oil- 
for-Food (the "Oil - for-Food Program") was subsequently established 
to administer, among other things, the sale of oil and purchase of 
humanitarian goods by Iraq. A special bank account was established 
at a bank in Manhattan (the "Oil-for-Food Bank Account") to handle 
these sales and purchases. The United Nations' economic sanctions 
on Iraq remained in place for all trade and transactions not 
authorized by the Oil-for-Food Program. 

4. During the operation of the Oil-for-Food Program, 
federal law prohibited United States companies and individuals from 
executing contracts or engaging in a variety of transactions with 
the Government of Iraq unless they received a license issued by the 
Department of Treasury's Office of Foreign Assets Control. 

5. The Government of Iraq began selling oil pursuant to 
the Oil-for-Food Program in or about December 1996. Between in or 
about December 1996 and December 2002, the Security Council of the 
United Nations adopted a series of resolutions that re-authorized 
the Oil-for-Food Program for approximately thirteen 180-day phases 
of operation. Throughout each of these phases, the price at which 
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Iraqi oil was sold under the Oil-for-Food Program - known as the 
Official Selling Price ("O.S.P.") —was established in Manhattan by 
a rotating group of United Nations oil overseers, who attempted to 
set the price at the highest rate bearable by the market in order 
to maximize the revenue generated by the Oil-for-Food Program. 
This, in turn, would increase the amount of humanitarian goods that 
could be purchased through the Oil-for-Food Program for the Iraqi 
people. 

6. Under the Oil-for-Food Program, the Government of 
Iraq alone had the power to select the companies and individuals 
who received the rights to purchase Iraqi oil. During every phase 
of the Oil-for-Food Program, officials at the highest levels of the 
Government of Iraq selected a group of companies and individuals to 
receive the rights to purchase certain quantities of Iraqi oil at 
a certain price per barrel (frequently referred to as "allocations" 
of oil) . These companies and individuals — many of whom were not 
otherwise involved in the oil industry — were able to reap large 
profits by selling their allocations of Iraqi oil to brokers and/or 
companies capable of transporting the oil to a refinery. 

7. From at least in or about 2000, up to and including 
in or about March 2003, officials of the Iraqi Government 
conditioned the distribution of allocations of oil under the Oil- 
for-Food Program on the recipients' willingness to pay a secret 
surcharge to the Government of Iraq (hereinafter, the "Surcharge 
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Scheme"). The Government of Iraq directed that these surcharges - 
representing a percentage of the total amount of each oil contract 
and totaling at least several hundred million dollars — be paid to 
front companies and/or bank accounts under the control of the Iraqi 
Government in various countries in the Middle East and elsewhere. 

THE DEFENDAMTS 

8. At all times relevant to this Indictment, DAVID B. 
CHALMERS, JR., the defendant, was a citizen of the United States, 
a resident of Houston, Texas, and the sole shareholder of BAYOIL 
(USA), INC., the defendant, which was an oil company based in 
Houston, Texas, and incorporated in the State of Delaware. 

9. At all times relevant to this Indictment, DAVID B. 
CHALMERS, JR., Che defendant, was the sole shareholder of BAYOIL 
SUPPLY & TRADING LIMITED, the defendant, which was a company based 
in Nassau, Bahamas, and incorporated in the Bahamas. At all times 
relevant to this Indictment, accounting, business, and other 
affairs for BAYOIL SUPPLY & TRADING LIMITED were conducted from the 
Houston offices, and by the employees, of BAYOIL (USA), INC., the 
defendant (collectively, the "BAYOIL COMPANIES"). 

10. At all times relevant to this Indictment, JOHN 
IRVING, the defendant, was a citizen of the United Kingdom, a 
resident of London, England, and an oil trader. Between at least 
in or about 2000, up to and including in or about March 2003, 
IRVING and DAVID B. CHAL.MERS, JR., the defendant, worked together 
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to purchase Iraqi oil on behalf of the BAYOIL COMPANIES, the 
defendants . 

11. At all times relevant to this Indictment, LUDMIL 
DIONISSIEV, the defendant, was a citizen of Bulgaria, a legal 
permanent resident alien of the United States, a resident of 
Houston, Texas, and an oil trader. Between at least in or about 
2000, up to and including in or about March 2003, DIONISSIEV and 
DAVID B. CHALMERS, JR., the defendant, worked together to purchase 
Iraqi oil on behalf of the BAYOIL COMPANIES, the defendants. 

MEANS AND METHODS OF THE CONSPIRACY 

12. At all times relevant to this Indictment, DAVID B. 
CHALMERS, JR., the defendant, directed, arranged for, and 
supervised the purchase of Iraqi oil by the BAYOIL COMPANIES, the 
defendants, from recipients of oil allocations under the Oil-for- 
Food Program or from brokers working on behalf of those recipients. 
In purchasing these allocations of Iraqi oil, CHALMERS and the 
BAYOIL COMPANIES followed the typical industry practice by agreeing 
to pay (a) the O.S.P. (Official Selling Price) to the Oil-for-Food 
Bank Account, and (b) a commission to the allocation-holder and/or 
broker. The commissions represented, in theory, a portion of the 
price above O.S.P. that the oil market could bear. 

13. After allocations of Iraqi oil were purchased in the 
manner described above, representatives of the BAYOIL COMPANIES, 
the defendants, arranged through facsimile and electronic mail 
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transmissions, and telephone calls, for cargo ships to lift the oil 
from Iraq and transport it to downstream purchasers (usually, 
larger oil companies with their own refineries) . Typically, after 
successfully lifting the oil from Iraq, a representative of BAYOIL 
(USA) , INC. would cause the appropriate funds to be wired to the 
Oil-for-Food Bank Account in Manhattan, and to the allocation- 
holder and/or broker. 

14. On a regular basis from at least in or about 1997, 
up, to and including in or about March 2003, DAVID B. CHALMERS, JR., 
Che defendant - on behalf of the BAYOIL COMPANIES, the defendants 
- offered advice about market conditions to the United Nations oil 
overseers in Manhattan and to officials of the Government of Iraq 
in Baghdad in an effort to influence the overseers' selection of an 
O.S.P. CHALMERS offered this advice through facsimile 
transmissions and face-to-face meetings in both Manhattan and 
Baghdad. LUDMIL DIONISSIEV, the defendant, joined CHALMERS in 
Baghdad on at least one occasion for this purpose, among others, 
and DIONISSIEV and JOHN IRVING, the defendant, both assisted 
CHALMERS in disseminating market information to Iraqi officials via 
facsimile . 

15. The Government of Iraq began implementing the 
Surcharge Scheme in or about mid-2000. Iraqi Government officials 
indicated to co-conspirators not named as defendants herein that 
any companies or individuals refusing to participate in the 
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Surcharge Scheme would be barred from further participation in the 
Oil-for-Food Program. In addition, at various times relevant to 
this Indictment, the Government of Iraq required the payment of 
unauthorized fees before cargo ships would be permitted to lift oil 
from Iraqi ports. Payment of these so-called "port fees" was 
unauthorized by and concealed from the United Nations Oil-for-Food 
Program. 

16. From in or about mid-2000, up to and including at 
least in or about late 2001, DAVID B. CHALMERS, JR., the defendant, 
on behalf of the BAYOIL COMPANIES, the defendants, worked with 
officials of the Government of Iraq and other co-conspirators not 
named as defendants herein to lobby the United Nations overseers to 
select a deflated O.S.P. in order to permit the Government of Iraq 
to collect its illegal surcharges more easily. By obtaining a 
lower O.S.P. , recipients of oil allocations would be in a better 
position to collect higher commissions on the sales of their 
allocations, and thereby pay the surcharge and still retain a 
profit for themselves. CHALMERS sent faxes from Houston to Baghdad 
and Manhattan in furtherance of this effort to influence the 
selection of a lower O.S.P. 

17. From in or about April 2001, up to and including at 
least in or about September 2001, DAVID B. CHALMERS, JR., the 
defendant, on behalf of the BAYOIL COMPANIES, the defendants, 
agreed to pay, did pay, and caused to be paid millions of dollars 
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in secret illegal surcharges to the Government of Iraq. These 
secret illegal surcharge payments covered oil purchased from in or 
about mid-2000, up to and including in or about early 2001 by 
CHALMERS and the BAYOIL COMPANIES from a foreign company that was 
operated by co-conspirators not named as defendants herein (the 
"Foreign Company") and whose operations were funded almost 
exclusively by CHALMERS and the BAYOIL COMPANIES . To conceal these 
illegal surcharge payments, CHALMERS agreed to pay the Foreign 
Company inflated commission prices on the original oil 
transactions, with the knowledge and expectation that the Foreign 
Company would then make the surcharge payments to the Government of 
Iraq. Based on instructions from Iraqi officials, representatives 
of the BAYOIL COMPANIES sent these illegal surcharge payments via 
wire transfers through the Foreign Company to a bank account of A1 
Wasel and Babel General Trading (L.L.C.), a front company for the 
Government of Iraq located in the United Arab Emirates. 

18. With knowledge of the Surcharge Scheme, from in or 
about 2001, up to and including in or about March 2003, DAVID B. 
CHALMERS, JR., JOHN IRVING, LUDMIL DIONISSIEV, and the BAYOIL 
COMPANIES, the defendants, continued to purchase Iraqi oil under 
the Oil-for-Food Program. During this time, on numerous occasions, 
all of the defendants negotiated via facsimile transmissions and 
telephone calls — and eventually paid and caused to be paid via 
wire transfer — the payment of inflated commissions to sellers of 
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Iraqi oil allocations with the knowledge and expectation that the 
sellers would use some portion of those inflated commissions to 
satisfy their illegal surcharge obligations to the Government of 
Iraq. By participating in this Surcharge Scheme and bypassing the 
Oil-for-Food Program, DAVID B. CHALMERS, JR., JOHN IRVING, LUDMIL 
DIONISSIEV, and the BAYOIL COMPANIES, diverted funds from the Oil- 
for-Food Bank Account that otherwise would have been available to 
purchase humanitarian goods under the Oil-for-Food Program. 

THE VTOIATTON 

19. From at least in or about mid-2000, up to and 
including in or about March 2003, in the Southern District of New 
York and elsewhere, DAVID B. CHALMERS, JR., JOHN IRVING, LUDMIL 
DIONISSIEV, BAYOIL (USA), INC., and BAYOIL SUPPLY & TRADING 
LIMITED, the defendants, and others known and unknown, unlawfully, 
willfully, and knowingly did combine, conspire, confederate, and 
agree together and with each other to commit offenses against the 
United States, to wit, to violate Sections 1343 and 2332d of Title 
18, United States Code. 

20. It was a part and an object of the conspiracy that 
DAVID B. CHALMERS, JR., JOHN IRVING, LUDMIL DIONISSIEV, BAYOIL 
(USA), INC., and BAYOIL SUPPLY & TRADING LIMITED, the defendants, 
and others known and unknown, unlawfully, willfully, and knowingly, 
having devised and intending to devise a scheme and artifice to 
defraud, and for obtaining money and property by means of false and 
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fraudulent pretenses, representations, and promises, would and did 
transmit, and cause to be transmitted by means of wire, radio, and 
television communication in interstate and foreign commerce, 
writings, signs, signals, pictures, and sounds for the purpose of 
executing such scheme and artifice, in violation of Title 18, 
United States Code, Section 1343. 

21. It was a further part and an object of the 
conspiracy that DAVID B. CHALMERS, JR., JOHN IRVING, LUDMIL 
DIONISSIEV, BAYOIL (USA), INC., and BAYOIL SUPPLY & TRADING 
LIMITED, the defendants, and others known and unknown, at least one 
of whom was a United States person, and knowing and having 
reasonable cause to know that Iraq was a country designated under 
section 6{j) of the Export Administration Act of 1979 as a country 
supporting international terrorism, would and did unlawfully and 
knowingly engage in financial transactions with the government of 
that country without complying with the licensing and authorization 
requirements of the Iraqi Sanction Regulations, in violation of 
Section 2332d of Title 18, United States Code. 

OVERT ACTS 

22 . In furtherance of the charged conspiracy and to 
effect the illegal objects thereof, the following overt acts, among 
others, were committed in the Southern District of New York and 
elsewhere : 

a. In or about December 2000, the Foreign Company 
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received an allocation of approximately 37 million barrels of oil 
from the Government of Iraq. 

b. In or about December 2000, DAVID B. CHALMERS, 
JR., the defendant, on behalf of the BAYOIL COMPANIES, the 
defendants, contracted with the Foreign Company to purchase the oil 
allocation described above in Paragraph 22 (a) . 

c. In or about December 2000, DAVID B. CHALMERS, 
JR., the defendant, on behalf of Che BAYOIL COMPANIES, the 
defendants, sent a letter via facsimile to officials of the 
Government of Iraq in which CHALMERS proposed a pricing mechanism 
that could be used to seek a lower O.S.P. for Iraqi oil — thereby 
decreasing the funds deposited into the Oil-for-Food Bank Account 
for the benefit of the Iraqi people - in order to allow the 
Government of Iraq to collect illegal surcharges on sales of that 
oil . 

d. From in or about April 2001, up to and 
including in or about September 2001, representatives of the 
Foreign Company located outside the United States faxed invoices to 
representatives of Che BAYOIL COMPANIES, the defendants, in 
Houston, Texas, requesting funds with which to pay illegal 
surcharges to A1 Wasel and Babel General Trading (L.L.C.). 

e. On or about August 13, 2001, representatives of 
the BAYOIL COMPANIES, the defendants, sent via wire transfer 
approximately $1,287,771.60 to a bank account in Switzerland 
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controlled by a representative of the Foreign Company. 

f. On or about August 24, 2001, a representative 
of the Foreign Company sent approximately $1,092,345 via wire 
transfer, which passed through a bank in Manhattan, to a bank 
account of A1 Wasel and Babel General Trading (L.L.C.), located in 
the United Arab Emirates. 

g. In or about August 2001, a co-conspirator not 
named as a defendant herein ("CC-1") received an allocation of 
approximately two million barrels of .oil from the Government of 
Iraq under the Oil-for-Food Program, 

h. In or about August 2 001, LUDMIL DIONISSIEV, the 
defendant, in conjunction with DAVID B. CHALMERS, JR., the 
defendant, and on behalf of the BAYOIL COMPANIES, the defendants, 
negotiated a contract with a representative of CC-1 to purchase the 
oil allocation described above in Paragraph 22 (g) . 

i. On or about October 4, 2001, pursuant to the 
contract described above in Paragraph 22(h) , representatives of the 
BAYOIL COMPANIES, the defendants, paid CC-1 a commission of 
approximately $839,368.40 via wire transfer, and CC-1 thereafter 
conveyed approximately $629,526.30 of this commission to 
representatives of the Government of Iraq. 

j. In or about September 2001, a' co-conspirator 
not named as a defendant herein (''CC-2") brokered a sale to DAVID 
B. CHALMERS, JR., and the BAYOIL COMPANIES, the defendants, of an 
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allocation of approximately one million barrels of oil awarded to 
another co-conspirator not named as a defendant herein ("CC-3") by 
the Government of Iraq under the Oil -for- Food Program. 

k. In or about September and October 2001, JOHN 
IRVING, the defendant, in conjunction with DAVID B. CHALMERS, JR., 
the defendant, and on behalf of the BAYOIL COMPANIES, the 
defendants, negotiated with CC-2 a contract to purchase CC-3's oil 
allocation described above in Paragraph 22 (j). 

l. On or about October 4, 2001, pursuant to the 
contract described above in Paragraph 22 (k) , representatives of Che 
BAYOIL COMPANIES, Che defendants, sent to CC-3 a commission of 
approximately $450,885.45 via wire transfer, and CC-3 thereafter 
conveyed approximately $300,000 of this commission to 
representatives of the Government of Iraq. 

m. In or about March 2002, another co-conspirator 
not named as a defendant herein ("CC-4") caused a letter to be sent 
to a high-ranking official of the Government of Iraq in Baghdad in 
which CC-4 outlined a plan to settle the illegal surcharge 
obligation owed by CC-4 as a result of an oil transaction brokered 
in or about 2000 by JOHN IRVING, DAVID B. CHALMERS, JR., and the 
BAYOIL COMPANIES, Che defendants. 

n. On or about July 21, 2002, a representative of 
the Foreign Company delivered to officials of the Government of 
Iraq a letter that was drafted in consultation with DAVID B. 
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CHALMERS, JR., the defendant, and that proposed a payment plan for 
certain illegal surcharges owed by CC-4 and others. 

(Title 18, United States Code, Sections 371 St 1349.) 

COUNT TWO 
(Wire Fraud) 

The Grand Jury further charges : 

23 . Paragraphs One through Eighteen and Twenty-Two of 
this Indictment are realleged, repeated, and incorporated by 
reference as if fully set forth herein. 

24. From at least in or about mid-2000, up to and 
including in or about March 2003, in the Southern District of New 
yor)c and elsewhere, DAVID B. CHALMERS, JR., JOHN IRVING, LUDMIL 
DIONISSIEV, BAYOIL (USA), INC., and BAYOIL SUPPLY St TRADING 
LIMITED, the defendants, and others )cnown and un)cnown, unlawfully, 
willfully, and )tnowingly having devised and intending to devise a 
scheme and artifice to defraud, and for obtaining money and 
property by means of false and fraudulent pretenses, 
representations, and promises, transmitted and caused to be 
transmitted by means of wire, radio, and television communication 
in interstate and foreign commerce, writings, signs, signals, 
pictures, and sounds for the purpose of executing such scheme and 
artifice, to wit, CHALMERS, IRVING, and DIONISSIEV attempted to and 
did employ facsimile transmissions and wire transfers of money on 
behalf of BAYOIL (USA) , INC. and BAYOIL SUPPLY & TRADING LIMITED to 
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arrange the purchase of Iraqi oil, which arrangements and purchases 
were designed to and did allow the sellers of such oil to make 
secret payments to the Government of Iraq unauthorized by and 
concealed from the United Nations' Oil-for-Food Program, and 
CHALMERS, DIONISSIEV, and IRVING offered advice via facsimile 
transmissions to Iraqi officials in Baghdad and United Nations' oil 
overseers in Manhattan regarding the Official Selling Price for 
Iraqi oil under the Oil-for-Food Program, which advice was designed 
to aid the success of the Surcharge Scheme. 

(Title 18, United States Code, Sections 1343, 1349, and 2.) 

COUNT THREE 

(Prohibited Financial Transactions with Iraq) 

The Grand Jury further charges : 

25. Paragraphs One through Eighteen and Twenty-Two of 
this Indictment are realleged, repeated, and incorporated by 
reference as if fully set forth herein. 

26. From at least in or about mid-2000, up to and 
including in or about March 2003, in the Southern District of New 
York and elsewhere, DAVID B. CHALMERS, JR., JOHN IRVING, LUDMIL 
DIONISSIEV, BAYOIL (USA), INC., and BAYOIL SUPPLY &r TRADING 
LIMITED, the defendants, at least one of whom was a United States 
person, and knowing and having reasonable cause to know that Iraq 
was a country designated under section 6(j) of the Export 
Administration Act of 1979 as a country supporting international 
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terrorism, did unlawfully and knowingly engage in financial 
transactions with the government of that country without complying 
with the licensing and authorization requirements of the Iraqi 
Sanction Regulations, to wit, CHALMERS, IRVING, DIONISSIEV, and the 
BAYOIL COMPANIES engaged in financial transactions with recipients 
of allocations of Iraqi oil, which transactions were designed to 
and did allow those recipients to make payments to the Government 
of Iraq unauthorized by and concealed from the United Nations' Oil- 
for-Food Program. 

(Title 18, United States Code, Sections 2332d and 2.) 

COUNT FOUR 

( Violation of the International Emergency Economic Powers Act ) 

The Grand Jury further charges: 

27. Paragraphs One through Eighteen and Twenty-Two of 
this Indictment are realleged, repeated, and incorporated by 
reference as if fully set forth herein. 

28. Title 50, United States Code , Section 1701, et sea . . 
known as the International Emergency Economic Powers Act ("lEEPA") , 
grants the President the authority to, among other things, 
"investigate, . . . prevent or prohibit, any acquisition, holding, 
withholding, use, transfer, withdrawal, transportation, importation 
or exportation of, or dealing in, or exercising any right, power, 
or privilege with respect to, or transactions involving, any 
property in which any foreign country or a national thereof has any 
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interest by any person, or with respect to any property, subject to 
the jurisdiction of the United States . . . 50 U.S.C. § 

1702(a) (1) (B) . Section 1701 grants the President the power to 
exercise this authority upon declaration of a national emergency. 

29. In Executive Order Number 12722, signed on August 2, 
1990, President George H.W. Bush declared that "the policies and 
actions of the Government of Iraq constitute an unusual and 
extraordinary threat to the national security and foreign policy of 
the United States," and declared "a national emergency to deal with 
that threat." On August 9, 1990, following passage of United 
Nations Security Council Resolution Number 661 (which dealt, in 
part, with sanctions placed on Iraq) on August 6, 1990, the 
President issued Executive Order Number 12724. Executive Order 
Number 12724 took "additional steps with respect to Iraq's invasion 
of Kuwait and the national emergency declared in Executive Order 
Number 12722." Executive Orders No. 12722 and 12724, prohibited 
certain trade-related activities with Iraq at all times relevant to 
this Indictment. 

30. Executive Order Numbers 12722 and 12724 (the 
"Executive Orders") imposed economic sanctions, including a 
complete trade embargo, on Iraq. The Executive Orders prohibited, 
among other things, the export to Iraq of any goods,' technology, or 
services from the United States and the performance by any United 
States person of any contract in support of an industrial, 
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commercial, public utility or government project in Iraq. The 
Executive Orders also prohibited other activities relating to Iraq. 
For instance, Executive Order 12724 prohibited "any transaction by 
a United States person relating to travel by any United States 
citizen or permanent resident alien to Iraq, after the date of this 
order, other than transactions necessary to effect (i) such 
person's departure from Iraq, (ii) travel and activities for the 
conduct of the official business of the Federal Government or the 
United Nations, or (iii) travel for journalistic activity by 
persons regularly employed in such capacity by a news -gathering 
organization." In addition, both of the Executive Orders 
specifically prohibited "[a]ny transaction by any United States 
person that evades or avoids, or has the purpose of evading or 
avoiding, any of the prohibitions set forth in this order." The 
Executive Orders defined the term "United States person" as "any 
United States citizen, permanent resident alien, juridical person 
organized under the laws of the United States (including foreign 
branches), or any person in the United States, and vessels of U.S. 
registration. " 

31. From in or about 1990 through all times relevant to 
this Indictment, the President continued, on an annual basis, the 
national emergency with respect to Iraq. These successive 
Executive Orders authorized the Secretary of Treasury, in 
consultation with the Secretary of State, "to take such actions. 
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including the promulgation of rules and regulations, as may be 
necessary to carry out the purposes" of the Executive Orders, 

32. Pursuant to this authority, the Office of Foreign 
Assets Control ("OFAC"), the office within the Department of 
Treasury charged with the responsibility of administering sanctions 
against foreign entities, promulgated regulations to implement the 
Executive Orders. The relevant regulations are located in Section 
575 of Title 31 of the Code of Federal Regulations, and state, in 
part : 


a. "no property or interests in property of the 
Government of Iraq that are in the United States, 
that hereafter come within the United States, or 
that are or hereafter come within the possession or 
control of U.S. persons, including their overseas 
branches, may be transferred, paid, exported 
withdrawn or otherwise dealt in," and "any other 
dealing in any security (or evidence thereof) 
registered or inscribed in the name of the 
Government of Iraq and held within the possession 
or control of a U.S. person is prohibited," without 
first obtaining a license from OFAC. 31 C.F.R. § 
575.201. By virtue of these prohibitions against 
dealing with Iraqi government property, and 
securities or interests therein, "(a] U.S. person 
may not, within the United States or abroad, 
conduct transactions of any nature whatsoever with 
an entity that the U.S. person knows or has reason 
to know is an Iraqi government entity unless the 
entity is licensed by the Office of Foreign Assets 
Control to conduct such transactions with U.S. 
persons." 31 C.F.R. § 575.408(c)(2); 

b. "no goods, technology (including technical data or 
other information) , or services may be exported 
from the United States, or,' if subject to U.S. 
jurisdiction, exported or reexported from a third 
country to Iraq, to any entity owned or controlled 
by the Government of Iraq, or to any entity 
operated from Iraq," without first obtaining a 
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license from OFAC. 31 C.F.R. § 575.205; 

c. Except in circumstances not applicable here, "no 
U.S. person may deal in property of Iraqi origin 
exported from Iraq after August 6, 1990, property 
intended for exportation to Iraq, or property 
intended for exportation from Iraq to any other 
country, nor may any U.S. person engage in any 
activity that promotes or is intended to promote 
such dealing," without first obtaining a license 
from OFAC. 31 C.F.R. § 575.206; 

d. "no U.S. person may engage in any transaction 
relating to travel by any U.S. citizen or permanent 
resident alien to Iraq, or to activities by any 
U.S. citizen or permanent resident alien within 
Iraq," without first obtaining a license from OFAC. 
31 C.F.R. § 575.207; 

e. "no U.S. person may perform any contract, including 
a financing contract, in support of an industrial, 
commercial, public utility, or governmental project 
in Iraq," without first obtaining a license from 
OFAC. 31 C.F.R. § 575.209; 

f. "no U.S. person may commit or transfer, directly or 
indirectly, funds or ocher financial or economic 
resources to the Government of Iraq or any person 
in Iraq" without first obtaining an OFAC license. 
31 C.F.R. § 575.210; and 

g. "any transaction that has the purpose of, or which 
has the effect of, evading or avoiding, or which 
facilitates Che evasion or avoidance of, any of the 
prohibitions set forth in this subpart is hereby 
prohibited. Any attempt to violate the 
prohibitions sec forth in this part is hereby 
prohibited. Any conspiracy formed for the purpose 
of engaging in transactions prohibited by this part 
is hereby prohibited." 31 C.F.R. § 575.211. 

33. From in or about raid-2000, up to and including in or 
about March 2003, in the Southern District of New York and 
elsewhere, DAVID B. CHALMERS, JR., JOHN IRVING, LUDMIL DIONISSIEV, 
BAYOIL (USA), INC., and BAYOIL SUPPLY Sc TRADING LIMITED, the 
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defendants, at least one of whom was a United States person, 

unlawfully and knowingly violated lEEPA, and the regulations 

promulgated thereunder, as described above, to wit, without 

obtaining the required OFAC approval, CHALMERS, IRVING, DIONISSIEV, 

and the BAYOIL COMPANIES engaged in financial transactions with 

recipients of allocations of Iraqi oil, which transactions were 

designed to and did allow those recipients to make payments to the 

Government of Iraq unauthorized by and concealed from the United 

Nations' Oil-for-Food Program, and traveled to and from Iraq. 

(Title 50, United States Code, Section 1701, e£ sen . : Public Law 
101-513, Section 586E (November 5, 1990); Executive Orders 12722 
and 12724; Title 31, C.F.R. Section 575.201, et seS- ; and Title 
18, United States Code, Section 2.) 

FORFEITURE ALLEGATION 

34. As a result of committing one or more of the 
conspiracy, wire fraud, and lEEPA offenses alleged in Counts One, 
Two, and Four of this Indictment, in violation of 18 U.S.C. SS 371 
1343, and 1349, and 50 U.S.C. § 1701, ££ , DAVID B. CHALMERS, 

JR., JOHN IRVING, LUDMIL DIONISSIEV, BAYOIL (USA), INC., and BAYOIL 
SUPPLY & TRADING LIMITED, the defendants, shall forfeit to the 
United States pursuant to 18 U.S.C. § 981(a) (1) (C) and 28 U.S.C. § 
2461, any and all property, real and personal, that constitutes or 
is derived from proceeds traceable to the commission of the 
offense, and all property traceable to such property, including but 
not limited to; a sum of money equal to, at least $100 million in 
United States currency, representing the amount of proceeds 
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obtained as a result of the offenses charged in Counts One, Two, 
and Four of this Indictment, for which the defendants are jointly 
and severally liable. 

Substitute Assets Provision 

35. If any of the above -described forfeitable property, 
as a result of any act or omission of the defendants: 

(a) cannot be located upon the exercise of due diligence; 

(b) has been transferred or sold to, or deposited with, 

a third person; 

(c) has been placed beyond the jurisdiction of the Court; 

(d) has been substantially diminished in value; or 

(e) has been commingled with other property which cannot 

be subdivided without difficulty; 

it is the intent of the United States, pursuant to 21 U.S.C. § 
853 (p) , to seek forfeiture of any other property of said defendants 
up to the value of Che above forfeitable property, including, but 
not limited to, all right, title, and interest of the respective 
defendants in those lots or parcels of land, together with their 
buildings, appurtenances, improvements, fixtures, attachments, and 
easements located at : 

1, 2205 Kingston Street, Houston, Texas, 77019; 
Parcel #0560140000029, Harris County, Texas; 
Purchased by DAVID B. CHALMERS, JR., and 
another buyer on or about June 11, 1998; 

2. 3965 Del Monte Drive, Houston, Texas, 77019; 
Parcel #0601620890002 in Harris County, Texas; 
Purchased by DAVID B. CHALMERS, JR. on or 
about August 19, 1999; and 
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3. 5936 Deerwood Road, Houston, Texas, 77057; 

Parcel #0871770000009 in Harris County, Texas; 
Purchased by LUDMIL DIONISSIEV and another 
buyer on or about September 23, 1991. 

(Title 18 , United States Code, Section 981, and 
Title 28, United States Code, Section 2461.) 
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COMMITTEE ON 

HOMEUND SECURITY AND GOVERNMENTAL AFFAIRS 


WASHINGTON, DC 20510-S260 


February 8, 2005 


The Honorable Donald Rumsfeld 
U.S, Department of Defense 
The Pentagon 
Washington, D.C. 

Dear Mr. Secretary: 

The U.S. Senate Permanent Subcommittee on Investigations is conducting an 
investigation into the Oil-for-Food Program and has scheduled a hearing for February 15, 2005. 
Among other matters, we are interested in certain events involving the Maritime Interdiction 
Force (MIF) established to help enforce United Nations sanctions against Iraq. 

To increase the Subcommittee’s understanding of MIF in time for the February hearing, 
please provide the following information by no later than February 1 1, 2005. 

(1) Please describe the approximate date on which the MIF became active and its current 
status. 

(2) Please describe the mission and command structure of MIF. 

(a) Please describe about how many nations have supported MIF operations 
during the U.N. sanctions period and the general nature of that support. 

(b) Please describe the relationship between MIF and the United States, including 
the extent to which U.S. Naval forces have supported MEF and the nature of that 
support. 

(c) Please identify each commander of MIF by name, rank, and the approximate 
time period during which that person served as MIF commander. 

(3) Please describe the relationship between the MIF and the United Nations, the U.N. 
Security Council, the 661 Committee, the U.N. Office of the Iraq Program, and U.N. 
member states. Please describe who could request or direct the MIF to act. 

(4) Please describe the nature of the activities engaged in by the MIF. On February 2, 
2005, the Wa.shington Post reported that the MIF “boarded and inspected over 15,000 
vessels during the time of sanctions and diverted over 1,000 of them.” Please include in 
your discussion of MIF activities, the following information: 


Permanent Subcommiuyt* on InLCsiiaations 
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(a) Please identify the approximate total number of ships with which the MIF 
interceded during the Iraq sanctions period and provide overall statistics on the 
MIF’s enforcement efforts, including approximately how many ships were 
stopped, boarded, or diverted. 

(b) Please identify the approximate total volume and dollar value of the oil that 
the MIF identified as having been obtained in potential violation of U.N. sanctions 
on Iraq. 

(c) Please describe what was done with oil that was identified by the MIF as 
having been obtained in potential violation of U.N. sanctions on Iraq. 

(5) It has been reported that, in February 2003, as many as 14 tankers loaded at least 7 
million barrels of oil at or near the Kohr al- Amaya port in Iraq in apparent violation of 
U.N. sanctions on Iraq (hereinafter “Kohr al-Amaya oil”). 

(a) The U.S. Department of State has informed the Subcommittee that, in 
February 2003, it was notified of the ships loading Kohr al-Amaya oil and 
immediately notified the Department of Defense (DOD). Please confirm that this 
notification took place and provide copies of all related documentation. 

(b) On January 13, 2005, the Financial Times reported that Saybolt, a Dutch 
company under contract with the U.N. to oversee oil exports from Iraq, sent an 
email on February 17, 2003, to the U.S. Navy’s Maritime Liaison Office (MLO) 
in Bahrain, which coordinated MIF activities, notifying the office of the ships 
loading Kohr al-Amaya oil and received an acknowledgment from the MLO on 
the same day. Please confirm that this notification took place and provide copies 
of all related documentation. 

(c) It has been reported that other parties in addition to the State Department and 
Saybolt notified DOD or the MIF about the ships loading Kohr al-Amaya oil. 
Please confirm whether these notifications took place and provide copies of all 
related documentation. 

(d) Please describe what actions DOD and the MIF took in response to being 
notified about ships loading Kohr al-Amaya oil. Is it accurate that the MIF took 
no action to board, divert, or otherwise intercede with these ships? 

(e) On February 3, 2005, the Los Angeles Times reported that, “Oil traders were 
told informally that the U.S. let the tanks go because Amman [Jordan] needed oil 
to build up its strategic reserves before the U.S.-led invasion of Iraq” and that 
U.N. officials had “confirmed” this description of events. 
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(i) Did DOD or any U.S. official make an affirmative decision not to 
intercede with the ships loading Kohr al- Amaya oil? If so, who made that 
decision and why? 

(ii) Did DOD ever advise the MIF not to intercede with the ships loading 
Kohr al-Amaya oil? Is DOD aware of any action taken by any U.S. 
official to advise the MEF not to intercede with the ships loading Kohr al- 
Amaya oil? 

(iii) What is DOD’s understanding regarding the role of Jordan or any 
Jordanian business relative to the Kohr al-Amaya oil? 

(iv) Please provide copies of all documentation related to the decision by 
MIF on how to handle the ships loading Kohr al-Amaya oil. 

(f) The Financial Times reported that the Kohr al-Amaya oil was sold to the 
“Middle East Oil Refinery, in Alexandria, Egypt; to a refinery in Aden, Yemen; 
and to Malaysia and China” What is DOD’s understanding of what happened to 
the Kohr al-Amaya oil? Please provide copies of all documentation related to the 
disposition of the Kohr al-Amaya oil. 

(g) The Financial Times reported that the Kohr al-Amaya oil was sold for at least 
$150 million in “illegal profits” and “[a]bout another $50 million went to 
[Saddam] Hussein’s cronies.” What is DOD’s understanding regarding any funds 
produced by the transfer of the Kohr al-Amaya oil, including the extent to which 
any such funds were provided to persons associated with Saddam Hussein? Is 
there any evidence that funds associated with the Kohr al-Amaya oil have been 
used to support the insurgency effort in Iraq? Please provide copies of all 
documentation related to any funds produced by the transfer of the Kohr al-Amaya 
oil. 

Thank you for your assistance in this matter. To arrange delivery of the requested 
documents and to answer any questions about this letter, please have your staff contact Ray 
Shepherd (Sen. Coleman) at 224-3721 or Elise Bean (Sen. Levin) at 224-9505. 

Sincerely, 

Norm Coleman Carl Levin 

Chairman Ranking Minority Member 

Permanent Subcommittee on Investigations Permanent Subcommittee on Investigations 


NC/CL:ejb 
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lanittd States Senate 


MCHAEl 0. BOPP, STAFF DlWCTOR AND CHIEF COUNSEL COMMITTEE ON 

jovct «. .EcmscMFFER MMMm STAFF oiREnOT AND couNSEi HOMELAND SECURITY AND GOVERNMENTAL AFFAIRS 


WASHINGTON, DC 20510-6260 


March 9, 2005 


The Honorable Patrick F. Kennedy 

U.S. Representative for U.N. Management and Reform 

U.S. Mission to the U.N. 

140 East 45* Street 
New York, NY 10017 

Dear Ambassador Kennedy: 

Thank you for your testimony before the Permanent Subcommittee on Investigations on 
February 15, 2005, regarding the United Nations Oil-for-Food program. We appreciate your 
important contribution to the Subcommittee’s understanding of this program. 

During the hearing, three emails, copies attached, were entered into the record. These emails 
relate to the loading of oil by certain tankers at the Khor al-Amaya platform in February 2003. 
As mentioned during the hearing, the Subcommittee would like the State Department to 
comment on these documents and respond to the following matters: 

(1) Please indicate the extent to which these documents are factually accurate in 
relation to the 2003 oil shipments. 

(2) Please indicate the extent to which these documents provide accurate information 
about whether the oil shipments were imdertaken with the knowledge and 
approval of the U.N., the 661 Committee, and the United States, and please 
identify and correct any factual inaccuracies in this respect. 

(3) Please describe the involvement of the State Department, if any, in developing the 
position of the United States Government with respect to these 2003 oil shipments 
and provide the name of the senior decisionmakers, if any. 

(4) Please describe the involvement of the State Department, if any, in developing the 
position of the United States Government with respect to the oil protocols that 
existed between the governments of Iraq and Jordan and provide the name of the 
senior decisionmakers, if any. 

(5) During prior communications with the Subcommittee, you indicated that the State 
Department received notice of the oil shipments in 2003 and, in turn, informed the 
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Department of Defense (DOD). Please indicate, by name and job title, who at the 
State Department received the information about the oil shipments, who 
communicated the information to DOD, and who was contacted at DOD. 


(6) Please indicate whether any of the individuals named in the emails, including 
Amy Schedlebauer, is or was an employee of the State Department either at the 
time of the 2003 oil shipments or later. 

(7) Please describe the involvement of the State Department, if any, in 
communicating its position on the 2003 oil shipments to the Office of Foreign 
Assets Control, DOD, the Maritime Interdiction Force, or entities involved in the 
loading and transport of oil from Khor al-Amaya; and what information, if any, its 
persoimel communicated regarding these oil shipments. 

Please provide only non-classified information. 

Thank you for your assistance in this matter. If you have any questions or would like 
additional inform ation, please contact Steven Groves on the Subcommittee’s Majorit y staff at 
(202) 224-^lttot Dan M. Berkovitz on the Subcommittee’s Minority staff at (202) 2244HHk 


Sincerely, 

kLdt— 

Norm Coleman 
Chairman 

Permanent Subcommittee on Investigations 


Carl Levin 

Ranking Minority Member 

Permanent Subcommittee on Investigations 


Enclosures 

NC/CL:ejb 


Redacted by the Pennancnr 
Subcommittee on Invesnjvinons 
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Xmti David MiUi^ 

SOBJj ARCSiptMT 1 ? Kl«.SlfIW 


ARCADIAH I / KIUEHXUM - 

FCOJiiOHZWS SAS BEEH RSOBZVa} TSIS SVEffiDAS FRCH CHRTSB IfSICS TBBY 
HXVB ASKED MD8T B1 XEPt STRICTLY PRIVATE AND 09NFZDBNTIAL AS PER TEE 
CONFIDENTIALITY AGRESMBST t* 


STRICTLY PRIVATE A OONTZOESTIAL 


per your telephone canT«reet ion with Kr. Ehaled Shaheea regarding the 
Bitoation ot the vaBaale ^era be brieted you about the legal baaiB 
for iTerdan 

s iag^rte of Iraqi oil. The following, in no doubt, will 
ej^lain the platforta on Wblob the Ooveznoent of tha Saabaeiito Eingdcqi 
of Jordan provided Killesaiun vltb the Power of Attorney to act on Ita 
bf^lf and enter into contxaceual relaclonahipe with the e«mara and 
lift onuie oil fren Iraq. 

AB Btated on numerous oceaaioaa, neither the Ooventfieat e£ Jordan nor 
KHlenniun engaged In any t r a na aetioa that it Cibataoterlied M 
diareputeble or laOcing a legltloate corer. Although aone nedla 
reports niaad tone questions^ ve teaffltm otaoe again that thoae 
reports axe baaelesA, Inch leglttnaoy, and more laqportantly driven by 
jcsumalistle aeneatlon. 

Our conbinuoufl reluotance and. heeitaticm to divulge nore details about 
tha operation were due to reaeoaa that eonoem the Jordanian. 
OevaxTotent and otbor intasaatlenal concerned parties. Although ve 
have vaxbally explained to Odin Karine the detalla and praxiea of this 
transaoticA, w cannot further eoevrcoiee the aonfldentlality of this 
operation. This has been the raison d'dtre for our Ineiatence that 
the owners and Broker slga a eenfidentlality agreenent in order bo 
loalntain the privacy of the crude oil lifting. RAVIVQ SAID THAT, NS 
ARS CCKFSLLED TO RSBKPKASZSB OBC8 ASAZN THAT THE SAMS REASONS 0TZLL 
APPLY AND EVEN A KZG8ER LEVEL OP CONFIDESTIALITY MUST BE HAI237AZEED 
CONSZOERZNO TSS ZNPOBKATION NS ARS ABOOT TO STATE. 

Jordan 

a interest in and relation with Iraqi oil haa been ongoing for 
the past 13 years and after aanoblons were imposed on Iraq and ' 
cttxsequantly the OH for Food Program was put in place. The facts are 
as follows f 

1. Article 50 of the UR cBiarter provides a provision for any country * 
that is adveraely affected by the inpoaition of CN sancbiona 
against another country, to appeal for a waiver froa those 
sanctions and maintain their ttealinga with the aanotlmed country. 

3. The Govemn^t of Jordan has invoked Article $0 and continues to 


Measage Contlnusa... 
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itBparb all of its oruda oil from Iraq without any iaterrupCion 
aince 1330 according to a apeclal jarotocoi takinq place bliatewlly 
between the Iraqi and Jordanian Oovsnanenfca rather than through the 
MettKsrandmi of thideratandieg Progran with the knowledge and conaint 
of the UN. The fact that Jordan receives the ell at a discounted 
price and pays for it at its own discretion either through 
providing Jordanian goods in ntum or by writing off debts 
owed to Jordan by Iraq only means that is solely left to the 
Jordanian SOrvemAent to agree on the.comiTercial terns with the 
Iraqi SovexniRont and how to structure their protocols . 


mmmm = Redacted by the Permanent 

Subcommittee on Investigations 


3 . The above has been approved by the DN in general and by the UN 
Sanctions cooedttee in particular; i.e. approved in line with tht 
Oil for Food Program though in practical earns le is xwt 
hermetically governed by this program. 

Althxsugh this is publio infexmacion, very few parttea era aware of 
it and -it is of great importanca eo Jordan and othar coxuerned 
parties not to highlight these faces . 


4. Despite the fact that thiited States Daws prevent the US from 
providing foreign aid to any oountury that does not cosily with 
sanctions against Iraq, the US Administration routinely waives 
sanctions in order to provide eld to Jordan, Che third largest 
recipient of us foreign aid. with the epproval of the United Stabas 
Congress. This undoubtedly demonstrates the ^11 endorsement of 
both Che Bxecutlve and Legislativa branohea of the Utiited Stataa 
CavenuBsat of Jordan 

B exeaqation regarding the ioportacton of Iraqi 

cn^ oil uid its approval of the ppaoial arrangemancs between the 
Iraqi and Jordanian fiovezsipents. 


All these facts are available for the eonesrnad parbisB to retrieve in 
Hashington pc and are eantained in s report issued iff the Foreign 
Affairs, Defense, and Trade oivlsioa of the Congressional Research 
Service at the. Library of Congress and can be ohtaiMd through the m 
directly usihg the Order Code 1992117. For your easy reference, wa 
fill fax a copy of the page of the abeva mentioned report that 
concerns Jordan and talha about the eana aubject. 


In ooncl\xsioa, Jordan has a blanket cover from the UN eng etandby 
8£provel for continuous importation of Iraqi exude oil directly asd 
according to rtiatever commercial and other terns th^ may sgrea on 
with the Iraqi Govexnnent and in line with tBf reg^atione and la 
particular eanotions Impcssd on Iraq. Lifting places are amongst 
other things left to Jordan and Iraq to decide on. 

Baaed on all the above, the Jordanian Government through the Ministry 
of Energy and Mineral resources, which is reaponslbl* for all oil 
related issues, eicpowered Mlllsaniun to conduct this transaotlon on 
their behalf as already provided to Brokers/Ownerp in February 2003 . 

Finally, those srs the merits of the special 'arrai^^nents wa have been 
referring to all along. All actions taken on the ground recently, 
including but not limited co, the safe passage of the vessels gel^ in 
and out loaded with Iraqi crude oil are a refleotlon of the legitimacy 
Of our traneactlon based on all the facte stated above. 

Ke hope we made all the facts clear and available to all parties 
concerned. Once 2 ^ain we reiterate the Impercnnce of maintaining the 
eoafldnntiallty of this matter fee rsasens already explained to odln 
Marine. 


Best Regards 
Ahed M. sukhcA 

Vice President & Assistant to the Chairman 
Shaken Business A Investment Group 
Tell 
Fast 
Mobile: 


REGARDS 


Kessaga Continues... 
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= Redacted by the Permanent 
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u^'83/saes «asQ8 

* 

m92n? 


ft m OFFICE t 


HS.27i V&. 


05-2MI 


TTn yr * legteradr^Miaee cs djictawdbciflftr. SMi^CMlL^)En1tU04'72. 
Troqt Oi^r-F^^ptwL 

Jordan. Sines 1992, taldespinlwdm'iaeBBetajedepM^^neaaftlrx^ilbAUb^ 

Sotfei bu eeB^srdl |o^'} coaqilian« Xlh ^ VX- ta{«UuK r«|iru oti 
adiOMiy. em dK»|d< 7°rdtt, under Kips HaueiB ia4 Mi »)eeeiter, Kliff AMunib, 
ndYseolBS U.S. essoesnat wiA «i4 btt bseorae iSFtouda&iy vocal 9t «h»oa^ 

n^&FiiQctioM. lieBoeaidnftZQ^'itnsiMRdcQeodidt* SattcnmiCsaunlRM'^i^ 
purehw efjiteotwited faj oD gpd afl wdadt, wfatd; etc ft iB go a fa 
jordantm ERodf {umrev^iader sfi^Av^Food profiSB)} wdia-daWRi tp Ix*4 to 

Jeria- ^UrROsdoRdiipvMlcnnwedtaKavinibs^O ■CfttevM nf 
^ths yeut^iiA tdiftiUuM ifiia sbeut 1 05,000 burds pet (Uy oflnqiMl capora to JqdUjv 
EveiyTaB’daQB^l994> fadgidj OTtnprUtiotw ffX- !d)40fi«?il» 

l04-|Qrr. ^L. 30>vaoi,rX<. iOi't i h fL IOMTF.PX. iO^US, md? J. tosmo), iwn 
eM! 9 tywift 9 wMetion>i|*iAittr 4 <]»ihWB)i 
auM{a 94 dQ«attt«aira|fit^ 8 pedtoI^ *17* AdminiMniten W PFitody wilyej 
nnairat ^ erdd' to pravidc lid V Jepis^ t Vey US. aljr b 8 w Mldds Bid petoB proessft 
igiM Cbagrcds Itts BM cbjeeted to fiud wtim. 


goo&i hae^ fi» ud urtvtRC b ierdu it Hm pert af Aqibts ft mti sadowed In w 

acreesimbc|wcefi2artn«qdil|«tJ«MStstuin>993. StttA Si^icanba’IWOO.Jttdinbu 

film bocsBM inoqittn^ bold la feqdvf di|bM to inelpnc 4eis ttoylBf iaikf 
ii^U«fta8S(»Ift«idemptylaepinBi«cn(tfc*qtnber30,20QO>. Sientsty ef Sbitt 

that, ims Inmut oT ou^BVed elvilt«s teodi n abhoifdl^ 

vbt«llyint^«dibhHl«iiBpriedM,da^ftM. C$e«C3lSImiBriBnB930S9,Jbntoi; 
US, JUi^iUoAf find imfft). 

Turiny^ lwiayMt&mt»BuFiibMieK$ubniieaMitn«tltof(M*iacdaw. ^ 
Totkbdi (orannipd now »KOlatn vi4 Vtea (M (ttdt bqpiradtt Bf ftbuF S900 
Tcsr in^W cBKpr pndneti by TWUrft track dthcfi («bf3itt459 tt«gia per day) nMtBW 
ftwali^, 114. «u«dcnai#iBilTiu)a^^ddtindi:Myam|d^ bean vih^ hA4n^ 

2000tll«4indTq{l^T)Wcdap»cm^to)nsFnMbQatqftltnditwdvBib)d,ta«b«iatS1.9 
billUBp<Tyar,rpug^pr*«ntriivi)L In l^ZODUc^aervioa bolero baft widT^ 
murncd. 

IreiWPoraian tSutf States/SmuQgllnSi Xn raibrefnf d>o tubvio, t«ro U.9. ah>p» 

lead ft UitrtdS£fio» Fecta (ft^ tbit nadwti ntsii&V »wob(» Utha Fnriu 

G«lftBpte«a)tdio(taiK^|pf(nlan4oAc(b]^'Vili^s9^lta, tbo'UnltodStnlef b|i 

nnoted dnt Ina'r RswlftdeBaiy (hind baa bees be^g biq Rouffilft pat dtf oil enpoib 
fo BXckaqftB for >ratiecdoa feel.*' Inn 4id atop iftrpi|l!ldtiU{inwo>l1nI«un}li 
Aprn,t&di&ftbiinhtsI«>«20QO,eiRi^fanwU4.pn4e. Dcntedi*ftin(nsiioni.ttfta'a 
coepeTftdanbB^Iad'illUekeftPMWlooTcit^lbi^lrimld^BOOofiboQlSlOirdlllenper 
moath. eygt^ eanid » wet ef about S600 laCHen fcc ill cf aOQO, ftworitei ta 

Btfpsfc flflkfab. KibMidb«r)otedchBt|niaiae^io(v'txbatfihBB^ortV4iuailtsr 
loyini oiTlnqfen KftvehdiamT Ouftrdi and enSBEsien. Itni ep^ luni ia Adp S30Q tbat 
k^aaFlm»toexFert"ntn’'^«St^cdleil{ffftdtteti. T}nU.6.Ainb>mdor>pibBUA3 




CRS-U 


End of Keasage 
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Front I'MilXannituR* <jsayeshdBbisholdiags>coT|i> 

7o; •eMHR«odlngrouF.cotn> 

Subjest; Conference call 

Dscei Tue, 35 Feb 2003 SOtSOtlS +02QQ 

Message-Id t <FCia75(^BD0B5a«7aai314a&SS7SD4BD33798hi3iMil.ablg.ac^> 


Cod day Mioahel 


Reference le made to the eonfexonoe oalX that jnae took place between 
MX. Khaled Jth^een. your good eelfi Mr. David yottng« in eba presence 
of 

Mr . Ahad Sukbon bM ttyeelf . The following was agreed to in the 
conference call i 

I, All chartered ▼eesela coqting into Kbawr Amaya to provide the Oi 
Naval check point with the name of the veasel, name of charterer, and 
naoe of loading port. This ooamtvmlcation to take place between the 
Master of the concerned veeael and whichever UH Naval ship on duty in 
the vicinity. 

. 3 . conpletloh of loading and while approaching the UN Naval 

check point, the Master to contact the UN Naval ship on duty at that 
tine p nd give than all the details izwluding quantity loaded* nave of 
^larterer, the terminal of loading and then get the naoeesary 
clearance 
accordingly. 

3 . At anchoragei Master will contact Commandar Barry Preach and get 
the 1R3 OBJECnctr message from him. Mr. Yeung of Odin Merlin to 
contact 

CoBa&ander French a» well in order to verify and confirm tha 
cootcunicatlon between the Kaeter and CooBnander French. Mr. Young will 
seek the NO OBJECTION neseage in tha text and fomat agreed between 
us. 

a. Xt is worth<iibll« noting the foiloviagj . 

A. It had been passed on to Charterers that Cooqiaxidar French hap 
been showered ^ various faxee and e-mails from the Owners. Kindly 
ask 

all owners to refrain from doing so. 

B. Mr. Yeung and tha ship Master are the only parties entitled to 
contact Ctorsnander French. 

c. The TOBSeaga that should ba sent by either tha ship master or Kr. 
Young is the following: "He ora loading crude oil frop the bszninal at 
jchawr Amaya for Millennium; do you have any cbjectloa?* It is very 
advantageous that Nr. Young served in tha Coast Guard as ha can relate 
to and ui^rstand tha situation snd bow officers feel uaooofortebls 
about going through unnecessary extended eomnunleatioas 

I am vary happy that wa have reached a stage where <wa can go back to 
concentrate on tha business at hazui and sveryona obcalns the comfort 
they seek. >• 

•/ 

Charterers kindly ask tha ss well as Owners to refrain from 

giving any statemmts to the media as it oxily adds more fuel to 
current 

Situation. All parties concerned (Chartecers, Owners, Brokers} should 
aiaiply state that they have signed a confidentiality agreement and 
shey 

■ are bou»i by it. 

Received: from MAlb.flbig. com U1S4.16S.X53.115JJ 
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t'age I ot 1 


Subj: Millenium Purchase for Governmentof Jordan. 

Date: 3/4/2003 3:5S:1 3 PM Eastern Standard rime 

Front; HJaffeESQ 

■To: Mrichard saOdin.com 


= Redacted by the Permanent 
Subcommittee on Investigations 


Dear Michael; 1 called the U.S.Commerce Department to ascertain their position on Millenium’s 
charter activities and carriage of Iraqi oil to Jordan's port tor the Jordanian government. I was 
referred to Share Luatenow at the Office of the Middle East at 202 482 4442. The number I 
had called at Commerce was for the promotion not restriction on trade. Ms. Lustenow referred 
me to The Office of Foreign Assets Control of the Treasury Department (website 
www.trea8.gov/ofac} and referred me to Ms. Amy Schedlebauer (pronounced Shuttlebauer) or 
Ms. Susan Sierra at 202 622 2480. 1 explained the situation to Ms Schedlebauer Including the 
fact that the Charter Party required compliance with UN and International Law and that the 
Owners could be advised to can a detoult and cease performance. She responded that she 
would have to get bade to me. She called back in about 2 hours and said that her office was 
"AWARE OF THE SHIPMENTS AND HAS DETERMINED NOT TO TAKE ACTION". She did 
not add "at this time”. I noted that a further shipment was sought by Millei^nium and did she 
have any advice on ttiat. She repeated the quoted response and vrould say no more. I asked 
her to contact me if there was any change in position as my dienfs wished to act in the best 
Interests of the U.S. It appears that they do not want to harm Jordan by Interfering with its 
quest for di before the impending conflict by seizing it. Let us discuss this further wlUi Even. 

Regards, Howard 



1722 


Tnmsiatioa answK to Z 

Ftt^Sa.«wy of tile Repititiic of Xr^ 

M(»cow 
■Ko;4M 
IS Dec. 1998 

ToUt.Z 
Leader of LDPR 

De^Frie^ 

In answ of ycur letier »ldress to K&. Taiiq Pepu^ I^ime Minister of Iraq, I hm hoop^ ^ 

convey to yoii ti» i^iobgy of tiie Iraqi Mde that inq ca&oot do any deals with Am^c^ cpni^aiiies ^th 
sincerely 

Dr. HassasFiMuni luroa 
Ambs^&a^r of Resile of Iraq, Moscow 
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HOUSE OF COMMONS 

LONDON SWIA OAA 

GEORGE GALLOWAY MP 
EXTRACTS FROM HANSARD 1990-1998 
(VERBATIM PARLIAMENTARY RECORD) 

• 15 March 1990 

Mr. Farzad Bazoft (Execution) 

Mr. George Galloway (Glasgow, Hillhead): The Iraqi regime has besmirched the name 
of its people by the judicial murder this morning. 

• 28 November 1990 
Column 878 

Mr. George Galloway (Glasgow, Hillhead): I have no truck with Saddam Hussein, and I 
hope that the Foreign Secretary accepts that. 

• 17 January 1991 
Column 992 

Mr. George Galloway (Glasgow, Hillhead): In so far as Saddam Hussein is a brutal 
dictator, does it not follow that his own people are by definition his victims, just as much as 
the hostages and the people of Kuwait? Etoes it not give the Prime Minister a moment's pause 
for thought that those are the very people who, as we speak, are being dragged dead and 
mutilated out of the rubble of the centre of Baghdad? 

• 15 March 1991 
Column 1350 

Mr. George Galloway (Glasgow, Hillhead) There are those of us, such as myself, who 
have been Saddam Hussein's bitter opponents for as long as he has been in power in 
Baghdad. There are people, such as myself, who have marched, petitioned, written, 
railed and ranted at the dictatorship in Baghdad, and it is bitterly difficult for us to sec the 
attitude of those Conservative Members who did not want to hear what we were saying and 
who wanted to say little and do even less about the bestialities that were committed by the 
dictatorship in Baghdad. For them, the dictatorship was merely a bloody good customer. 
That is the truth of the matter. Those of us who had a track record of opposing the 
dictatorship argued that if we got into a war of the kind that was being contemplated, the 
consequences would be so devastating that they would outweigh any good that could be done. 
No one ever 

I PermaneiU Subcommittee on Invcstjeatlons l 
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argued that force against a dictator such as Saddam Hussein was not justified. We argued 
whether such force was wise and whether the cost of the use of that massive force would 
outweigh the good that it would do. 

• 13 January 1993 
Column 1022 

Mr. George Galloway (Glasgow, Hillhead) : The Secretary of State should be aware that 
the action taken tonight is worse than a crime--it is a blunder. It is a blunder because, when 
the fog of war clears tomorrow, we shall find that the people who have been not "spanked", as 
my hon. Friend the Member for Walsall, South (Mr. George) had it, but tom limb from limb 
and incinerated under the bombs— smart or otherwise-will be people who never voted for 
Saddam Hussein and who are not responsible for the crimes that he has committed 
down the years, including ail the years during which the British Government were 
selling him arms. 

• 21 January 1993 
Column 573 

Mr. George Galloway (Glasgow, Hillhead) On Arab streets, in the slums of Algiers, in 
Aden, in the slums of Cairo and in the mosques of Saudi Arabia, the attack has led to the 
beatification-if Muslims can be beatified—of that blood-soaked tyrant, Saddam Hussein. 
His stock has never been higher, 

• 13 December 1993 
Column 726: 

Mr. George Galloway (Glasgow, Hillhead) "Iraq is a developed country which is being de- 
developed by the United Nations with our participation, using our funds to support the United 
Nations effort. It is being de-developed by the veiy Governments and countries who used to 
be so friendly with Iraq and its Government. The Conservative Members in the House this 
evening are a fairly civilised bunch, but none has sought to argue that case. For the record, 1 
am a founder member of the campaign against oppression and for democratic rights in 
Iraq. I was marching, petitioning, and picketing for democracy and against dictatorship 
there long before this and other Governments were converted to opposition to the 
regime in Baghdad. I stand in second place to no one in my opposition to the bestialities 
of that regime." 

• 14 February 1997 
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Of course they are in favour of the overthrow of Saddam Hussein, but that was not always 
the case. In the 1970s when my colleagues and I were founding the Campaign Against 
Repression and for Democratic Rights in Iraq, Conservative Members sat on sofas with 
Saddam Hussein trying to sell him guns. When CARDRI, of which I was a founder 
member, called for illegal, violent action, which some would describe as terrorist action 
to overthrow the Government of Saddam Hussein, there would have been nothing in the 
amendment to stop a Conservative Attorney-General taking action against us. By 
definition, such dissidents would have been a threat to United Kingdom trade. After all, that 
was al-Masari's crime. He was threatening and jeopardising United Kingdom arms contracts 
with the Saudi Arabian dictatorship. So when Saddam Hussein was a blue-eyed boy as far as 
Conservative Members were concerned, his opponents might have been seen to have been 
Jeopardising British trade, including arms contracts. The amendment would in no way have 
protected those dissidents who were here lawfully as political refugees. 

• 14 Febniay 1997 
Column 555 

There was time when Saddam Hussein's Government were most valued customers and 
warmly treated. If they were not allies, they were very special customers. Ministers without 
number made trips without number to sit on his sofa and try to sell him military hardware. 
British business delegations were constantly going over there while people like me were 
demonstrating outside the embassy in London on the side of the victims of the Saddam 
dictatorship. 

• 17 February 1998 
Column 912 

Mr. George Galloway (Glasgow, Kelvin): It would be a strange sort of Parliament in 
which Members who expressed a view different from that of the majority could be 
accused of giving succour and comfort to a dictator whom some of us have fought for far 
longer than some of those who muster such dread condemnation as has been voiced this 
evening. It would be a Parliament more like the Parliament in Baghdad than the Parliament in 
this country, for which we fought over the centuries. I disdain to keep my views on this matter 
secret. The Iraqi regime has been effectively carpet-bombed this evening and I shall not 
repeat the condemnations that I have been making all my political life and that have 
already been made. I shall speak up for some people who have not been much 
mentioned this evening; the poor Iraqi citizens, who never elected Saddam Hussein and 
who— however much we make them suffer, however often we bomb them and however 
long we sanction them— cannot remove the dictator who stands astride them. 

• 25 November 1998 
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It is scarcely credible that a Member of Parliament should seek to justify—if that is what was 
being done-our killing hundreds of thousands of Iraqis on the grounds that the Iraqi dictator 
was responsible for the deaths of hundreds of thousands of Iraqis. Are we saying that we are 
morally equivalent to the Iraqi dictatorship? 

Mr. Galloway: There is no dispute about the quotations that I have given the House, which 
unequivocally place the 

• 25 November 1998 
Column 147 

responsibility for the massacre upon sanctions. The UN World Food Programme, the UN 
children's fund. The Lancet, the president of Finland--all say that those deaths are being 
caused by sanctions. 

The tyranny of Saddam Hussein is another question, to which I shall return. I was on 
the demonstrations against the tyranny of Saddam Hussein when British Ministers were 
inside the embassy, signing trade deals. I do not know whether my hon. Friend the 
Member for Bury, South (Mr. Lewis) was with me in the 1970s when we formed the 
Campaign Against Repression and for Democratic Rights in Iraq. Perhaps he was there, 
and I just did not know him then. However, nobody in this House has a longer record of 
opposition to the Ba'ath dictatorship in Iraq than me. That 1 can unequivocally state. 

Mr. Galloway: However, that did not stop me demonstrating or getting involved in political 
work. I reiterate my point, because I suspect that there is a sub-text. No one in the entire 
House has been active in political campaigns against the dictatorship in Iraq for longer 
than me— although some have been active for as long. 

• 25 November 1998 
Column 149 

If it means that Saddam is a tyrant, I am the last person who needs to be told about that, 
but how many executions has he carried out? Has he executed 567,000 children or killed 
more than 1 million people, which is the number that United Nations officials say have been 
killed by sanctions? I very much doubt it, but even if he had, is his river of blood an excuse 
for us to create our own? That is the $64,000 question. 

ALL SOURCES AVAILABLE FROM THE HOUSE OF COMMONS LIBRARY: 
http://www.publications.parliament.uk/pa/cm 1 99394/cmhansrd 
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Mr. Chairman, distinguished members of the Committee, 

I welcome this opportunity to appear before you today to discuss the 
UN Security Council’s management of the multilateral sanctions regime on 
Iraq, including oversight of the Oil-for-Food Program, and the ways in 
which the United States, with strong support from the United Kingdom, 
attempted to compel Member State adherence to the restrictive measures on 
the former Saddam regime. 

Mr. Chairman, 

In previous testimony before this and other Congressional committees 
investigating Oil-for-Food matters, my colleagues and I have tried to 
delineate the various ways in which Saddam Hussein attempted to 
undermine and subvert the comprehensive sanctions imposed by the UN 
Security Council on Iraq under Resolution 661 (1990) following Saddam’s 
invasion of Kuwait in August 1990. Given the focus of today’s hearing, it is 
important to note that Saddam’s efforts to evade the sanctions were 
facilitated through the cooperation and complicit involvement of various 
parties outside Iraq. 

In my April 1 2 testimony before the International Relations 
Subcommittee of the House Government Reform Committee, chaired by 
Congressman Christopher Shays, I referred to what I described as a pull- 
down menu of manipulative mechanisms that Saddam employed to 
circumvent the sanctions. I said that these included surcharges, the topping 
off of oil loadings, influence pedaling, product substitution, product 
diversion, phony service contracts, phantom spare parts, shell corporations, 
illusory performance bonds, hidden bank accounts, and plain old-fashioned 
bribery and kickbacks involving millions of dollars. 

While the United States, with strong support from the United 
Kingdom, attempted to counter Saddam’s efforts at non-compliance, we 
often were met with resistance by those States, including members of the 
UN Security Council, and, hence, participants on the Iraq Sanctions “661” 
Committee, who may have been benefiting economically and financially 
from their ongoing relationships with the Saddam regime, particularly under 
the UN Oil-for-Food (OFF) Program. 
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Saddam cleverly exploited these avenues for non-compliance by 
granting oil and humanitarian supply contracts to those willing to bend the 
rules in Iraq’s favor. So when, for example, the United States and the 
United Kingdom attempted to institute an oil pricing policy in the 661 
Committee, which became known as “retroactive pricing,” that was aimed at 
reducing or eliminating unauthorized excess charges being imposed by the 
Iraqi Government on oil export contracts, certain 661 Committee members 
strongly resisted our efforts. In that instance, we were able to use the 
consensus rule of the 661 Committee to our advantage to withhold our 
consent to oil prices proposed at the beginning of each month by Iraq’s State 
Oil Marketing Organization (SOMO), until we were able at the end of the 
month to determine whether the proposed prices reflected “fair market 
value” in comparison with other comparable crude oils. By all accounts, 
our strategy succeeded in greatly reducing oil surcharges from fifty cents per 
barrel to about five cents per barrel, thereby reducing the involvement of oil 
middlemen who, according to the UN Oil Overseers, contributed nothing to 
Iraq’s oil export efforts under the Oil-for-Food Program. 

Mr. Chairman, 

661 Committee members with strong economic interests in Iraq used 
numerous tactics both procedural and substantive to delay or oppose our 
attempts, in coordination with the British, to achieve compliance with the 
sanctions. 

Mr. Chairman, 

The combined efforts by Saddam to avoid compliance with the 
sanctions, coupled with the willing acquiescence of certain governments to 
permit unauthorized deviation from the measures, made it increasingly 
difficult for the United States and the United Kingdom to maintain the 
effectiveness of the restrictions, despite our best efforts. Much of what the 
U.S. could and could not achieve with regard to monitoring the Oil-for-Food 
Program and implementing the sanctions was directly related to the political 
situation surrounding the contentious issue of Iraq in the Security Council 
and in the 661 Committee. Our efforts to keep the comprehensive sanctions 
regime in place for as long as we did, from August 1990 until May 2003, 
despite its inevitable weakening, far exceeded the expectations of 
polic 3 miakers at the time the restrictions were first imposed. 

Mr. Chairman, in the time remaining for my prepared testimony, I 
would like to cite two examples of the types of problems we and the British 
faced in our dealings in the 661 Committee. One situation we attempted to 
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correct, only to be met with stiff resistance from other Committee members, 
involved the unauthorized flow of oil through the Iraq-Syria pipeline, a 
violation we repeatedly criticized both in our public statements and in our 
discussions with other Security Council and 661 Committee members. 
During an October 2002 meeting of the 661 Committee, we requested an 
explanation as to the apparent discrepancies between the amount of oil Syria 
produced domestically, the amount it consumed domestically, and the total 
annual volume of oil that Syria exported. The Syrian representative, a 
member at the time of the 661 Committee, with support from other 
delegations, questioned the reliability of the figures we quoted, which we 
had drawn from publicly available oil industry publications. Another 
delegation, seeking to deflect the focus on Syria, suggested the Committee’s 
work would be more effective if alleged sanctions violations were not 
considered singularly and in isolation, but rather were viewed in the relative 
context of other reports of non-compliance. 

A second example to which I would draw your attention involved the 
use of ferries traveling from the United Arab Emirates to and from Iraq, 
ostensibly authorized only to transport passengers and their immediate 
possessions, not commercial goods. In a series of 661 Committee meetings, 
we and the British repeatedly objected to giving permission to the 
governments of Bahrain, Oman and Qatar to initiate their own ferry service 
to Iraq unless and until the illegal practices of the ferries operating from the 
UAE first were stopped. We specifically look such action because several 
successive briefings to Committee members by the Commander of the 
Multinational Maritime Interception Force (MIF), operating in the Persian 
Gulf, confirmed with photographic evidence that commercial goods and 
supplies were being loaded onto ferries in the UAE in direct violation of 
previously agreed Committee rules governing ferry service. Other 661 
Committee members severely criticized us and the British for linking our 
decision to block Committee approval of ferry service from other Gulf states 
to the ongoing problems associated with ferry service from the UAE to Iraq. 
However, we maintained our opposition to new ferry service and requested 
that steps be taken to compel the government of the UAE to exercise greater 
control over ferries departing from its ports to Iraq. 

Finally, Mr. Chairman, concerning the oil voucher program 
established by Saddam allegedly to reward those individuals, groups, and 
entities who had helped the Iraqi regime, I would like to offer two 
observations: 
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a) knowing now of the existence of such a program, in retrospect, 
possibly helps to explain why certain members of the Security Council and 
the 661 Committee fought so strenuously with us and the British to abandon 
our retroactive oil pricing policy, to release our holds on what amounted by 
the Spring of 2002 to 5.4 billion dollars in humanitarian goods contracts, and 
generally to ease the restrictive measures against Iraq; and, 

b) had we and the British known at the time of Saddam’s efforts to 
influence individuals, groups, and other governments by means of an 
institutionalized, secret oil allocation program, we likely would have 
considered other strategies to address sanctions non-compliance and the 
apparent influence-peddling in which Saddam was extensively engaged. 

Mr. Chairman, 

I have intentionally limited the length of my formal statement in order 
to permit additional time for questions from you and the other Committee 
members. I know you are aware that there are some limitations as to what I 
can say in an open briefing. I will attempt to answer all your questions 
within the confines of U.S. law limiting public dissemination of classified 
material. Should you and other Committee members seek additional 
information pertaining to classified material that might require a closed 
hearing, I stand ready to provide you with whatever details you may desire. 

Mr. Chairman, thank you for the opportunity of appearing before the 
Committee today. I am happy to answer questions when you so indicate. 

# 
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Russian Government and the Politics-Business Nexus: 1998-2003 
by Peter Reddaway' 

Testimony for the Senate Permanent Subcommittee on Investigations 
Hearing of May 17, 2005 


The President, the Presidential Administration, and Big Business 

The period 1998-2003 includes the last two years of the presidency of Boris 
Yeltsin and the first three of that of Vladimir Putin. During this period only relatively 
minor changes took place in the overall nature of government and of the politics-business 
nexus. 


The Russian Constitution is presidential in type, and gives extensive powers to the 
president. Thus the executive branch dominates the legislative and judicial branches, and 
both presidents have exercised wide-ranging powers over all three branches. In doing so, 
they have usually used as their main instrument the Presidential Administration (referred 
to by the Iraqis as the Presidential Council). This is a complex organization that aims - 
through complicated methods of political and financial persuasion - to ensure that, for 
example: 

- the Cabinet of Ministers prepares the draft legislation desired by the president; 

- the parliament then adopts this legislation without introducing changes 
undesirable to the president; 

- the court system renders judgments - in cases where the president has an interest 
in the outcome - that accord with his wishes. 

In addition, the Presidential Administration (PA) plays a key role in controlling and 
censoring the media, especially the national television channels, in trying to ensure that 
the president’s will and policies arc implemented in Russia’s 89 federal regions, and in 
controlling as far as possible Russia’s nascent civil society. It also interferes extensively 
in the business world, indirectly mediating major disputes, indirectly granting favors to 
some companies, and penalizing others. At the same time, it and the Cabinet of Ministers 
interact with business regularly on the political level. In this way, business has exerted a 
major influence on government policy — more blatantly in the Yeltsin era, less blatantly, 
but still substantially under Putin. 

Given this multiplicity of important roles, it is not surprising that the head of the 
PA and the president are usually regarded as the two most powerful figures in Russia’s 
government. This was especially the case during the four and a half years from March 
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1999, when Yeltsin appointed Alexander Voloshin to head the PA, and October 2003, 
when Voloshin resigned from that position. Voloshin was quickly reappointed by Putin 
after Yeltsin resigned in December 1999, and provided important continuity from one 
presidency to the next. 

Corruption in Government-Business Relations 

Scholars and analysts of Russian government are in broad agreement that since 
the late 1980s almost all government institutions have either been corrupted by private 
business interests, or have corrupted themselves. As Putin himself lamented in his latest 
annual address to parliament, government agencies do not, in practise, further the 
national interest, because their officials are too busy pursuing their private interests. They 
do this by taking bribes from businessmen, so that the latter can obtain necessary 
licenses, permissions, exemptions, etc, and can also influence legislation. The officials 
then invest the bribes in private business enterprises. 

This corrupt activity has been on such a large scale that - when business or 
political rivalries erupt within the elite - opposing sides generate media reports about 
each other’s corruption that are lengthy and detailed. These reports concern politicians, 
officials, and business people at all levels, including the highest. Among the objects of 
such allegations have been, for example, the former prime ministers Viktor 
Chernomyrdin, Sergei Kirienko, and Mikhail Kasyanov, the former ministers and 
presidential aides Andrei Vavilov, Anatoly Chubais, Pavel Borodin, and Alexander 
Voloshin, the tycoons Oleg Deripaska of Basic Element, Mikhail Fridman of Alfa Group, 
Vagit Alekperov of Lukoil, Roman Abramovich of Sibneft, Boris Berezovsky (media 
holdings), Vladimir Potanin of Norilsk Nickel, and Mikhail Khodorkovsky of Yukos, and 
the president himself, Vladimir Putin. 

Only rarely are these reports denied or subject to libel suits, evidently because 
many of the allegations are true. And only rarely is anyone indicted and sentenced in 
connection with them, because the prevailing political culture is one in which members of 
the elite normally enjoy de facto immunity from punishment. Occasionally, however, 
such figures are arrested while abroad, for allegedly breaking foreign laws. This 
happened recently to a former minister of atomic energy, Yevgeny Adamov, who is 
currently being held in Switzerland on charges that he misappropriated $9 million in U.S. 
aid money. Also, some members of the elite have been barred from entering the U.S. 
because of their alleged links to organized crime groups. 

Not surprisingly, the corrupt relations between government and business mean 
that each side uses the other in a variety of ways. One of these is the government’s use of 
Russian companies, especially energy companies, as a usually effective instrument of its 
foreign policy. 
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Alexander Stal’evich Voloshin (bom 1956): recipient of Iraqi oil allocations 

Before his appointment to the PA in 1997, Voloshin was a businessman closely 
associated with Boris Berezovsky. Promoted to head the PA in March 1999, Voloshin 
quickly became a major player in Russian government, gaining the confidence of the 
group around Yeltsin and the magnate Roman Abramovich. It was this group that 
selected Putin to become prime minister in August 1 999, and later ensured that he 
became president. Thus in early 2000 Putin chose Voloshin to manage his effective 
electoral campaign. 

In addition to entrusting Voloshin to run the complex, often fractious structures of 
the PA, and help him keep the main clans of the elite happy and in line, Putin also 
entrusted him with many special responsibilities and assignments. Among these were 
managing the multi-faceted reform of federal-regional relations that Putin launched in 
2000 . 


Since Voloshin soon became famous in his PA position for his discretion, and 
almost never gave interviews, it is hard to judge the exact significance of the fact that the 
Iraqis gave an especially large number of oil allocations to him, rather than to some other 
Russian official. As far as is known, for example, he never had close relations with Iraq 
or Saddam Hussein. Thus it would be reasonable, but unprovable, to speculate that 
Saddam might have picked out Voloshin, not because he was seen as being specially well 
inclined towards Iraq, but rather because it would be invidious to choose Putin, but 
Voloshin could be trusted to distribute the profits from selling the oil in ways that would 
meet with Putin’s approval. More broadly, the Iraqi purpose in granting these allocations 
to Russians was clearly the same as it was regarding its other allocations, namely to 
encourage the beneficiaries to take pro- Iraq positions in international forums, as well as 
in bi-lateral relations. In the Russian case, this made sense, since the Kremlin had a long 
history of close relations with Iraq and Saddam, and its seat on the U.N. Security Council 
meant that it could, as in due course it did, oppose anti-Saddam moves made in that body. 

Sergei Vladimirovich Isakov (bom 196 T): recipient of Iraqi oil allocations 

Isakov is a businessman and would-be politician. As a candidate for Vladimir 
Zhirinovsky’s inaccurately named Liberal-Democratic Party, he has run for political 
office four times, but never been elected. In 2000 he was arrested on charges of financial 
deception, but not sentenced. In business he has worked in the airline, oil, and 
engineering industries, including for the companies Vnukovo Airlines, Nafta Moscow, 
and the Russian Engineering Company. 

Since no personal ties to Voloshin are known, while such ties with Zhirinovsky 
appear probable, one might perhaps speculate that Voloshin followed Zhirinovsky’s 
recommendation in using Isakov to process his own oil allocations. Zhirinovsky already 
knew how to do the processing, and could, therefore, easily instruct his associate Isakov, 
who was on the board of the oil firm Nafta Moscow. But this is only speculation. 
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Vladimir Vorfovich Zhirinovsky (b. 1946'): recipient of Iraqi oil allocations 

From 1983, Zhirinovsky worked as a lawyer in a publishing company, before, in 
1990, becoming a politician and businessman. In doing this, he was secretly backed by 
the Communist Party, which wanted to use him and his Liberal-Democratic Party to take 
votes away from genuinely oppositional parties. Later the Yeltsin administration 
continued this relationship, reportedly using money to control him, as had the 
communists. 

The LDP advocated most notably a militantly nationalistic and anti-Western 
foreign policy, and also, after 1991, the restoration of the Soviet Union. This made 
Zhirinovsky’s strong and demonstrative support of Iraq and Saddam Hussein in the 1990s 
unsurprising. Not only had the USSR and Russia had a close relationship with Saddam in 
the past, but Zhirinovsky, who almost openly aspired to be the dictator of Russia, also 
admired the Stalinist way in which Saddam ran the Baath Party and exercised his 
dictatorship in Iraq. 

All this - plus Saddam’s predictable decision to favor him with oil allocations - 
explains Zhirinovsky’s numerous trips to Iraq in the 1990s, often at the head of large 
delegations, and his many meetings with Saddam and his senior advisors. 

While Zhirinovsky probably supplied the Kremlin with useful intelligence on 
Saddam’s attitudes and policies, it is doubtful how much real influence he had on 
Kremlin policy. His trips to Iraq were not popular with the Russian people as a whole, 
and the Kremlin had much more balanced and experienced experts than him on Iraq 
policy, notably the senior politician and, in 1998-99, prime minister, Yevgeny Primakov. 
Also, Zhirinovsky never won more than 8% of the vote in his three runs for the 
presidency, although his extreme and colorful demagogy helped his party to gain 23% of 
the popular vote in the 1993 parliamentary elections. However, it won only 1 1% in the 
2003 elections. So the Iraqis may not, in Zhirinovsky’s case, have made a particularly 
good investment. 

Russian oil companies that profited from Saddam’s oil allocations to Russians 

While some of these companies are rather obscure, others are prominent. The 
state-owned Lukoil, for example, whose services were used by Zhirinovsky, is the largest 
Russian oil company, and has a reputation for mthless business tactics. It has long been 
headed by one of the richest of Russia’s “oligarchs”, Vagit Alekperov, whose personal 
net worth was recently estimated by Forbes Magazine at $4.1 billion. 

Another oil major used by Zhirinovsky was the Tyumen Oil Company, known as 
TNK. This was jointly bought in 1996 by the Alfa Group, which also has a reputation for 
ruthlessness, and an American company. Access Industries. Alfa is run by the oligarchs 
Mikhail Fridman and Petr Aven, whose net worth Forbes estimates at $5.8 and $1.7 
billion respectively. Access Industries is run by a close associate of Fridman’s, Leonard 
Blavatnik, a U.S. citizen who immigrated from the USSR. 
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Alekperov, Fridman, and Aven have long had intimate ties to the highest levels of 
Russian government, and Aven is a former government minister. As such, they exemplify 
the incestuous relationship between government and big business in Russia. 
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Blair and Goerge Bush ’wolves', who urged 
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EDITIONS an Iraqi intelligence officers' report. 
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He said he didn't receive any money from Iraq 
and isn't even registered with the UN Oil for 
Food programme. But what about his 
designated business representative to Iraq, 
Fawaz Zureikat? That was the question 
Jeremy Paxman put to Mr Galloway. 
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GEORGE GALLOWAY: 

Well, Fawaz Zureikat was the chairman or is 
the chairman for some time of the Miriam 
Appeal, He's an activist in the anti-sanctions 


Permanent SubconimiUee on Investigations 

EXHIBIT #49 







1742 


titju NbWb ( rrogranimes | iNewsnigni | ueorge uaiioway responds to allegations 


campaign, but he’s also a rather successful 
businessman representing some-of the world's 
biggest companies in the Middle East. He has 
been doing business around the Middle East 
and including in Iraq for a very long time, long 
before the Oil for Food programme and 
continuing now under the new dispensation 
such as it is. So if you're asking me, does 
Fawaz Zureikat do business in Iraq, 
undoubtedly yes. Has he been a generous 
benefactor of the work of the Miriam Appeal, 
undoubtedly yes, but that's a vastly different 
thing from what's alleged in the Telegraph 
that I personally have received money directly 
from the Iraqi regime. 

JEREMY PAXMAN: 

He is a friend of yours. He’s described by you 
as your representative. Is he also registered 
with the United Nations on the Oil for Food 
arrangement? 

GEORGE GALLOWAY: 

Yes, I imagine so. He’s quite a considerable 
player in business with Iraq. 

JEREMY PAXMAN: 

Haven’t you asked him? 

GEORGE GALLOWAY: 

Well, I'm trying to reach him to ask him if he’s 
ever been involved in oil deals because I don’t 
know the answer to that. I certainly know that 
he has been a supplier of very many things to 
very many ministries in Iraq, In the old regime 
through the Oil for Food programme from the 
Agriculture Ministry to the Trade Ministry and 
many others. 

JEREMY PAXMAN: 

But you maintain that you have received no 
money from him yourself? 

GEORGE GALLOWAY: 

No, I have not. 

JEREMY PAXMAN: 

The problem here is, isn't it, that you've got 
form on this. We have a letter here from 1997 
where you appealed to the Pakistani 
Government for money. 

GEORGE GALLOWAY: 

Wei!, let me deal with one row at a time. 
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please, Jeremy, without going back to the one 
we fell out about five years ago. By the way, if 
I was going to do it, which I didn't, why would 
I choose to go to a junior intelligence officer 
who then had to write a memo to his superior 
who then had to write a memo to Saddam 
Hussein in order to do it? I had access, as you 
very well know, at the highest level of Iraq's 
political leadership. 

3EREMY PAXMAN: 

That meeting took place on Boxing Day 1999. 
Where were you? 

GEORGE GALLOWAY: 

Well, I'm not entirely sure about that. I did 
spend one Christmas in Baghdad. 

JEREMY PAXMAN: 

It was the Christmas just before the 
millennium. Everyone knows where they were. 

GEORGE GALLOWAY: 

Well, I'm not sure that I do, however, I'm 
prepared for argument's sake to concede that 
I was In Baghdad. I spent a Christmas Day in 
either '99 or 2000 with Tariq Aziz which 
makes the point I've just made. If I were In a 
frame of mind to discuss business with the 
regime in Iraq, I would have done it on 
Christmas Day with Tariq Aziz rather than with 
a junior intelligence officer on Boxing Day. I 
can tell you that to the best of my knowledge 
I have never met an Iraqi Intelligence officer 
and I have never solicited money from one. 

JEREMY PAXMAN: 

Were you there with Fawaz Zureikat? 

GEORGE GALLOWAY: 

I was there with Fawaz Zureikat and others. 

JEREMY PAXMAN: 

And Mr Zureikat, you say, has had extensive 
dealings with the regime In Iraq. How much 
money has he given your charities? 

GEORGE GALLOWAY: 

Well, I don't know the exact figure, but he's 
one of the three biggest benefactors who are 
the Governments of the UAE, united Arab 
emirates and Saudi Arabia and Zureikat would 
be either second or third on that list. So he 
was a very generous donor to the campaign. 
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JEREMY PAXMAN: 

Will you open the accounts? 

GEORGE GALLOWAY: 

Yes. 

JEREMY PAXMAN: 

Do you have any idea how much money he 
may have received from Iraq? 

GEORGE GALLOWAY; 

No. How can I have any Idea? 

JEREMY PAXMAN: 

It's your charity, that's why. 

GEORGE GALLOWAY: 

Sorry? 

JEREMY PAXMAN: 

It's your charity. 

GEORGE GALLOWAY: 

Two mistakes there. First of all, it Isn't a 
charity. It’s a political campaign and always 
has been. Secondly, it Isn't mine. I founded It, 
but long ago gave up day-to-day control of it. 
Indeed the chairman of It for some 
considerable time has been Mr Fawaz 
Zureikat, 

JEREMY PAXMAN: 

So this organisation you set up which Is not a 
charity but a political organisation which is 
now looked after by Mr Fawaz Zureikat, who 
you have already told us has extensive 
business interests In Iraq and may have taken 
much money from that country, you don't 
know quite how big that stake Is? 

GEORGE GALLOWAY: 

The stake in the donations to the Miriam 
Appeal? 

JEREMY PAXMAN: 

Precisely. 

GEORGE GALLOWAY: 

I would have said It was of the order of about 
£200,000 over four years, a ballpark figure. 

JEREMY PAXMAN: 

Just to be clear on the question of 
involvement with Labour party, your seat will 



1745 


BBC NEWS j Programmes j Newsnight 1 George Galloway responds to allegations 


be abolished. Will you seek renorhination for a 
Labour candidacy at the next election. 

GEORGE GALLOWAY: 

My seat isn't going to be abolished. Glasgow is 
losing three seats and the remaining seven 
are merging. Mine is no more being abolished 
than anyone eise's. Of course, I shall seek the 
nomination In the Glasgow Centra) 
constituency if the members are allowed to do 
so. I think I can confidently predict they will 
select me. If they're cheated of that right, 
then of course, I will defend the seat as an 
independent. 

JEREMY PAXMAN: 

George Galloway, thank you. 

This transcript was produced from the teletext 
subtitles that are generated live far 
Newsnight It has been checked against the 
programme as broadcast, however Newsnight 
can accept no responsibility for any factual 
inaccuracies. We will be happy to correct 
serious errors. 
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